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TUESDAY,  JULY  20,  1920. 

United  States  Senate, 
Select  Committee  on  Reconstbucttion  and  PRODucfrioN, 

New  York  CUy.N.Y. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  Koom 
1605,  the  Engineering  Societies  Building,  29  West  Thirty-ninth 
Street,  Senator  William  M.  Calder  presiding. 

The  Chairman.  The  committee  has  met  pursuant  to  Senate  resolu- 
tion 350,  as  follows: 

^\Tiereas  the  genei-al  construction  of  houses,  manufacturing  establlshuieuts, 
and  buildings  necessary  for  the  development  of  the  Natiou*s  resources,  tlie 
production  of  essential  materials,  and  the  amelioration  of  present  iiousing 
conditions  was  curtailed  by  Federal  action  durln?;  tlie  war  and  is  now 
seriously  hampered  by  an  unprecedented  demand  for  consumables  and 
luxuries,  which  has  diverted  Capital,  labor,  and  materials  into  nonproductive 
or  nonessential  fields :  Therefore  be  it 

Resolved,  That  a  committee  of  five  Senators,  consisting  of  three  members  of 
tlie  majority  party  and  two  members  of  the  minority  party,  appointed  by  the 
President  ol  the  Senate,  is  hereby  authorized  to  Inquire  into  and  report  to  the 
Senate  on  or  before  December  1,  1920 — 

(a)  The  existing  situation  in  relation  to  tl>e  general  construction  of  houses, 
manufacturing  establishments,  and  buildings,  and  the  effect  thereof  upon  other 
industries  and  upon  the  public  welfare ;  and 

(6)  Such  measures  as  it  may  deem  necessary  to  stimulate  and  encourage 
such  construction  work,  to  encourage  popular  investment  rather  than  spending, 
to  fo«ter  private  Initiative  in  building,  and  to  insure  cooperation  between  labor 
and  persons  or  corporations  engaged  in  transportation,. banking,  or  other  busi- 
ness necessary  to  the  development  of  such  construction. 

Such  committee  is  hereby  authorized  during  the  Sixty-sixth  Congress  to  sit 
during  the  sessions  or  recesses  of  the  Congress,  at  Washington  or  at  any  other 
place  in  the  United  States,  to  send  for  persons,  books,  and  papers,  to  administer 
oaths,  and  to  employ  experts  deemed  necessary  by  such  committee,  a  clerk 
find  a  stenographer  to  report  such  hearings  as  may  be  had  in  connecti-'^^  *»^i<^^^ 
any  subject  whicli  may  be  before  such  committee,  such  stenographer's  service 
to  be  rendered  at  a  cost  not  exceeding  $1  per  printed  page,  the  expenses  in- 
volved In  carrying  out  the  provisions  of  this  resolution  to  be  paid  out  of  the 
contingent  fund  of  the  Senate. 

This  is  the  first  hearing  of  the  Select  Committee  on  Reconstruc- 
tion and  Production,  appointed  by  the  Senate  to  inquire  into  meas- 
ures to  insure  the  cooperation  of  persons  engaged  in  banking,  trans- 
portation, and  other  businesses  necessary  to  stimulate  and  encourage 
constructioxL  work  of  all  kinds. 

During  its  preliminary  investigations  the  committee  has  been  ad- 
vised that  the  great  difficulty  in  the  way  of  active  resumption  of 
the  building  inoustry  is  the  inability  of  the  manufacturers  of  build- 
ing materials  to  deliver  their  finished  product  to  the  consumer  on  , 
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account  of  the  present  transportation  shortage.  The  committee  is 
inclined  to  believe  that  the  recent  car-service  orders  giving  preference 
to  the  shipment  of  coal  have  operated  to  the  detriment  of  the  build- 
ing industry  and  that  the  coal  situation  might  have  been  solved  by 
action  of  another  character  without  involving  social  and  industrial 
consequences. 

The  committee  has  begun  its  inquiry  with  this  phase  of  the  sub- 
ject and  has  noted  the  recent  comprehensive  report  on  the  New  Eng- 
land coal  situation  submitted  to  the  New  England  governors  by  a 
committee  of  which  Mr.  Storrow  was  a  member.  We  have  sub- 
poenaed Mr.  Storrow  to  appear  before  the  committee,  believing  that 
his  intimate  knowledge  of  the  situation  would  be  of  value  to  the 
committee.  We  understand,  Mr.  Storrow,  that  you  were  fuel  admin- 
istrator of  New  England  during  the  war,  and  that  on  account  of  your 
active  interest  in  the  coal  situation  you  were  recently  appointed  by 
Grov.  Coolidge,  of  Massachusetts,  as  State  fuel  administrator;  and 
also  that  you,  together  with  other  representatives  of  New  England, 
appeared  oefore  the  Interstate  Commerce  Commission  at  the  request 
of  the  New  England  governors. 

Mr.  Storrow,  we  would  like  you  to  take  the  stand. 

STATEMENT  OF  KB.  JAMES  J.  STOBBOW,  OF  BOSTON,  MASS. 

The  Chairman.  Mr.  Storrow,  I  have  arranged  some  questions  here 
that  I  am  going  to  ask  you,  if  you  have  no  obiection  to  proceeding  in 
that  manner,  and  as  we  go  along,  if  you  preier  to  digress  from  any 
of  my  questions,  vou  are  at  liberty  to  do  so. 

Are  tnere  ample  coal  deposits  m  this  country  to-day  ? 

Mr.  Storrow.  Yes,  sir ;  tnis  country  is  enormously  rich  in  coal. 

The  Chairman.  Is  there  an  ample  productive  capacity  in  existing 
mines? 

Mr.  Storrow.  Yes,  sir;  a  productive  capacity  very  materially 
greater  than  the  consuming  requirements.  In  other  words,  the  mines 
of  this  country  have  the  capacity  for  producing  much  more  coal  than 
the  country  can  bum. 

The  Chairman,  Does  the  coal  production  of  the  country  this  year 
bid  fair  to  exceed  that  of  previous  jrears  ? 

Mr.  Storrow.  The  production  this  year  is  considerably  ahead  of 
last  year.  It  is  44,000,000  tons  ahead  or  last  year,  but  running  behind 
the  two  preceding  years.  If  the  consumption  requirements  are  to  be 
considered  for  the  average  of  those  three  years,  the  production  this 
year  would  be  a  little  below  the  average,  but  not  much.  I  can  give 
you  the  Geological  Survey's  figures  for  the  production  this  year. 

In  the  first  158  days  of  this  year,  the  country  has  produced  262,- 
000,000  tons  of  coal. 

In  the  first  158  days  of  last  year  the  country  produced  218,000,000 
tons  of  coal. 

In  the  first  158  days  of  1918,  288,000,000  tons,  and  in  1917,  278,- 
000,000. 

In  other  words,  we  are  something  like  44,000,000  tons  ahead  of 
last  year,  and  we  are  something  like  26,000,000  tons  behind  the  year 
1918  and  about  16,000,000  tons  behind  the  year  1917.  We  have 
been  producing  this  year  at  the  rate  of  10  per  cent  below  the  record 
year  m  the  production  in  this  country. 
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The  Chairman.  Would  that  mean  that  there  will  be  a  coal  short- 
age this  year  in  this  country? 

Mr.  Storrow.  The  coal  miners'  strike,  of  last  autumn  I  think 
unquestionably  reduced  the  reserves  below  normal  so  that  to  be 
safe  we  need  an  increased  production  for  this  year.  It  is  to  me  per- 
fectly plain  that  our  production  has  not  been  sufficient  up  to  the 
present  time  or  running  at  a  sufficient  rate.  I  do  not  profess  to  be 
particularly  competent  to  pass  on  that,  but  from  all  I  hear  and  all  I 
can  learn  I  have  the  feeling  that  it  would  not  take  much  increase 
over  the  production  as  it  is  now  running  this  month  and  last  month 
and  the  month  before  to  restore  the  balance. 

Production  this  year  has  been  seriously  affected  by  this  unau- 
thorized switchmen's  strike.  The  weekly  report  of  the  Geological 
Survey,  which  gives  the  production  this  year  geo^aphically,  shows 
a  very  sharp  drop  in  this  heavy  black  line  at  the  time  of  that  strike. 
[Exhibiting  report.]  That  has  been  pretty  well  recovered  from,  and 
the  general  tendency  is  still  upward,  so  that  I  do  feel  that  there  was 
a  serious  shortage  at  that  time,  and  there  is  a  shortage  now,  but  it 
seems  to  me  that  it  is  not  very  large. 

There  is  this  special  circumstance,  however,  which  bears  upon  the 
general  condition,  and  that  is  up  to  the  present  time  coal  has  not 
been  moving  to  the  Northwest  via  the  Lake  route,  which  is  the  way  it 
must  move,  in  anything  like  normal  volume. 

In  the  Northeast  we  have  also  rather  a  special  problem^  and  we 
have  not  been  getting  in  the  Northeast  our  normal  coal  requirements. 
I  do  not  think  the  Northeast  has  dropped  as  far  behind  as  the  North- 
western States,  but  it  is  very  seriously  oehind. 

The  Chairman.  What  are  the  natural  sources  of  coal  supply  for 
the  Northeast  and  what  are  the  natural  channels  for  coal  distribu- 
tion? 

Mr.  Storrow.  Defining  the  Northeast  as  New  England,  all  of  that 
territory  east  of  the  Hudson  River,  the  sources  of  supply  are  the 
Penn^ivania  fields  and  the  fields  of  West  Virginia.  I  am  only 
speaking  of  soft  coal  now. 

From  the  Pennsylvania  field  the  larger  part  of  the  coal  moves 
from  the  mines  directly  to  the  consumer  in  New  England. 

The  West  Virginia  coal  fields  move  something  Uke  9,000,000  tons 
down  to  the  seaboard  at  Hampton  Roads  or  Baltimore,  and  it  is  then 
carried  by  barge  or  steamer  up  the  coast  to  one  of  the  New  England 
ports  and  is  then  either  consumed  at  tidewater  or  again  put  on  cars 
and  carried  inland. 

I  should  say  that  from  the  Pennsylvania  fields  a  certain  volume 
of  coal  comes  to  New  York,  a  fairly  important  volume,  which  is 
particularly  distributed  to  the  Long  Island  Sound  ports.  Connec- 
ticut is  the  most  important.  Rhode  Island  is  quite  important,  and 
some  to  New  Bedford  and  Fall  River,  and  a  little  as  far  as  Boston. 
The  movement  through  New  York  to  the  Sound  ports  is  a  very 
important  movement.  It  is  about  12  per  cent  normally  of  the  total. 
The  railroads  all  rail-pull  normally  about  40  per  cent ;  40  per  cent 
is  all  they  can  pull.  The  railroads  working  at  their  maximum  ca- 
pacity can  hardly  pull  40  per  cent. 

The  record  year  for  all  rail  routes  to  New  England  were  11,100,000 
tons.    That  was  the  biggest  year  they  ever  have  had,  they  can  not 
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average  that,  and  it  is  very  doubtful,  in  fact  I  do  not  believe  they 
will  do  that  this  year.  I  am  inclined  to  think  that  what  they  will 
carry  this  year  will  be  not  over  10,000,000  tons.  They  have  not 
been  running  at  a  higher  rate  than  that.  That  would  be  just  40  p^r 
cent,  as  I  estimate  the  requirements  of  New  England. 

The  Chairman.  Is  there  sufficient  water  transportation  facilities 
available  to  cafry  New  England's  needs? 

Mr.  Storrow.  During  the  war  the  Government  was  obliged  to  take 
one  after  the  other,  especially  during  the  first  year,  of  the  vessels 
that  carried  water-borne  coal  to  New  England.  At  the  present  time, 
however,  I  am  very  happy  to  say  that  there  are  vessels  offering  com- 
paratively in  great  plenty.  I  know  we  can  go  right  out  and  criarter 
a  large  number  of  vessels.  So  that  our  difficulties  this  year  are  not 
at  all  due  to  lack  of  ability  to  transport  it  if  the  coal  once  gets  to 
tidewater. 

The  Chairman.  Mr.  Storrow,  the  information  regarding  the  fact 
that  more  coal  might  be  carried  to  New  England  by  water  caused 
the  committee  to  wire  the  Shipping  Board  on  July  10,  asking  if 
there  were  ships  available  for  the  carrying  of  coal,  and  if  not,  why 
not.  The  director  of  operations  of  the  board,  Capt.  Murphy,  wired 
on  July  13  as  follows : 

William  M.  Caij)Ek, 

New  York,  N,  F.: 

Your  wire  12th,  Interstate  Commerce  Commission  requiring  shippers  secure 
from  that  body  permit  on  all  export  coal.  Reference  New  England  situation 
Shipping  Board  now  employing  25  vessels  this  trade;  these  in  addition  to 
privately  owned  American  vessels  engaged  in  same  business.  This  fleet  taking 
care  present  movement  coal  to  New  England.  Shipping  Board  some  time  ago 
advised  representatives  New  England  district  willingness  place  vessels  New 
England  coal  trade  in  sufficient  numbers  to  handle  additional  demand  for  that 
district.  We  have  not  been  called  upon  by  New  England  to  supply  these  extra 
vessels.    R.  F.  2847. 

Murphy,  Shipping  Board, 

So  that  your  statement  a  moment  ago  that  there  was  ample  ship- 
ping for  that  purpose  is  borne  out  by  this  tele^am  and  a  statement 
of  the  willingness  of  the  Shipping  Board  to  assist  if  called  upon. 

Mr.  Storkow.  Yes ;  and  I  can  add  to  that  that  during  the  last  30 
days  I  have  been  repeatedly  informed  of  vessels  owned  by  private 
owners  who  are  looking  for  jobs.  There  are  steamers  idle  up  and 
down  this  coast  now  looking  tor  up-and-down-the-coast  business. 

The  Chairman.  There  are  lots  of  vessels  available  for  coastwise 
movement  of  coal  ? 

Mr.  Storrow.  There  is  no  question  about  it. 

The  Chairman.  What  is  the  condition  of  the  New  England  rail- 
roads with  respect  to  coal,  Mr.  Storrow  ? 

Mr.  Storrow.  Well,  I  am  sorry  to  say  that  I  think  that  the  reserves 
of  the  New  England  railroads  are  lower  than  they  have  ever  been  in 
the  history  of  New  England — since  I  was  born  at  least,  and  that  is  a 
good  while  ago. 

The  Chairman.  Never  has  been  such  a  severe  shortage? 

Mr.  Storrow.  No,  sir.  The  New  England  railroads  must  store  re- 
serves in  summer.  Very  few  people  realize  the  difficulty  of  getting 
coal  to  New  England  in  the  winter,  as  fast  as  we  burn  it.  Our  trans- 
portation facilities  are  less  efficient,  and  in  a  somewhat  cold  climate, 
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and  our  consumption  goes  up,  and  we  can  not  get  coal  in  winter  as 
fast  as  we  burn  it. 

The  New  England  railroads,  I  should  say,  have  been  accustomed 
for  years  to  go  into  the  winter  with  an  avera^  of  probably  70  days 
of  coal.  They  do  not  do  that  because  they  like  to,  they  do  not  do  it 
because  of  any  theoretical  reason.  They  do  it  because  in  practice  they 
have  found  they  had  to.  Practically  all  the  New  England  railroads 
to-day  have  just  an  operating  balance,  from  day  to  day.  They  should 
be  well  along  on  their  storage  for  next  winter.  If  they  wait  until 
winter  they  will  never  get  it.  They  can  not  get  it.  It  is  these  warm 
days  beginning  the  first  of  April  when  coal  should  be  moving  in  by 
land  and  sea  &r  storage  purposes  to  carry  us  through  the  next  win- 
ter.   The  railroads  are  in  a  bad  shape. 

I  can  elaborate  on  that  a  little  more,  Senator.  I  am  thinking  of 
one  railroad  that  would  not  be  running  at  all  now  except  that  it  has 
gone  from  one  manufacturer  to  another  on  its  line  and  borrowed  500 
tons  from  this  man  and  500  tons  from  another,  and  so  on,  and  that  is 
all  it  has  to  go  on. 

One  of  the  other  roads  I  think  has  confiscated  coal.  My  last  infor- 
mation is  up  to  the  27th  day  of  June,  but  I  think  not  a  day  had  gone 
by  from  the  1st  of  June  to  the  27th^  that  they  had  not  taken  coal 
moving  to  manufactories,  public  utilities,  or  something  else  that 
needed  the  coal. 

The  third  railroad  that  I  had  in  mind  told  me  last  week  that  they 
had  not  yet  had  to  take  coal,  but  instead  of  storing  up  for  next  winter 
their  reserves  had  been  going  down  at  the  rate  of  3,000  tons  a  day, 
and  they  were  pretty  nearly  down  to  where  they  would  have  to  take 
coal. 

That  is  the  general  situation  of  our  railroads. 

The  Chairman.  What  do  you  believe  is  the  cause  of  the  coal  short- 
age in  New  England? 

Mr.  Storrow.  Well,  I  know  what  the  trouble  is  that  is  causing  the 
shortage  in  New  England;  it  is  this:  During  the  war  the  amount 
of  coal  that  moved  to  export  was  limited  in  two  ways ;  first,  because 
steamers  were  not  available  to  carry  it  around  the  world ;  and,  second, 
because  the  Fuel  Administration  had  a  permit  system,  and  even  if 
a  vessel  did  turn  up  they  did  not  let  it  or  allow  it  to  move  the  coal 
unless  it  was  a  case  where  they  considered  it  absolutely  necessary. 
If,  for  instance,  it  was  nec^sary  to  send  coal  to  Cuba  to  grind  the 
sugar,  and  get  it  up  here,  they  would  send  it,  but  they  would  not  send 
any  more  than  enough,  and  so  on.  Each  case  was  taken  up  in  that 
way.  But,  as  a  matter  of  fact,  vessels  were  so  short  that  that  alone, 
as  a  practical  matter,  during  the  war  operated  to  keep  exports  down. 

When  we  ran  into  that  strike  last  autumn,  the  Federal  Fuel  Ad- 
ministrator, Dr.  Garfield,  who  was  busy  at  Williams  College,  dele- 
gated his  powers  as  Fuel  Administrator  to  the  Railroad  Adminis- 
tration, I  think  to  Mr.  Hines  personally,  and  Mr.  Hines  put  into 
effect  and  continued  a  licensing  system  w'hich  controlled  the  volume 
of  exports.  I  think,  as  nearly  as  1  could  understand  it,  the  principle 
on  which  they  did  it  was  to  see  that  our  necessities  were  taken  care 
of,  and  no  more,  and  then  the  coal  was  allowed  to  go  abroad.  To- 
ward the  end  of  last  winter  or  early  spring  the  system  perhaps  began 
to  be  a  little  less  vigorous,  and  on  the  1st  of  April,  I  think,  those 
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powers  were  surrendered.  At  any  rate,  they  were  absolutely  abro- 
gated and  not  used. 

Since  the  1st  of  April  there  has  been  no  check  whatever  in  regard 
to  the  amount  of  exports  going  out  from  this  country. 

New  England  gets  and  must  get  a  very  large  and  very  material  part 
of  its  supply,  about  9,000,000  tons,  from  Tmmpton  Roads.  That  is 
750,000  tons  a  month.  I  will  take  the  month  of  April :  The  export- 
licensing  system  expired  on  the  31st  day  of  March.  In  March,  if  1  re- 
member correctly,  there  were  about  860,000  tons  of  export  from 
Hampton  Roads. 

I  will  give  you  the  total  figures  for  all  tide-water  coal  exports  which 
Are  given  by  the  Geological  Survey.  In  January,  1920,  there  were  ex- 
ported 897,000  tons ;  in  February,  718,000  tons ;  in  March,  1,033,000 
.ons ;  in  April,  1,903,000  tons ;  and  in  May,  1,942,000  tons.  I  think  the 
June  figures  are  not  yet  available. 

The  Chairman.  That  is  the  total  export  of  coal  in  the  month  of 
May  this  year  ? 

Mr.  Storrow.  Yes,  sir;  1,942,000  tons,  and  April  was  1,903,000  tons. 
I  should  say  that  that  is  exports  of  tidewater  coal ;  that  does  not  in- 
clude Canadian  coal. 

The  permit  system  expired  on  the  31st  day  of  March.  Exports  im- 
mediately began  to  jump.  To  go  back  over  a  series  of  years,  the  largest 
amount  exported  from  tidewater  in  any  year  in  the  history  of  this 
country,  I  believe,  was  9,000,000  tons.  That  was  in  the  calendar  year 
1915.    That  was  the  record  vear — 9,000,000  tons. 

The  Chairman.  That  is  tor  the  year  1915  ? 

Mr.  Storrow.  Yes,  sir ;  that  is  the  record  year.  Now,  you  will  see 
that  since  the  permit  svstem  went  off  exports  are  running  in  April 
and  May  at  the  rate  of  nearly  24,000,000  tons,  1,900,000  for  each  of 
those  two  months,  and  so  far  as  I  am  advised  I  think  that  there  is 
every  reason  to  suppose  that  June  is  a  replica  of  those  other  two 
months,  and  July  the  same,  so  that  we  are  now  jumping  from  a  record 
year  of  9,000,000  tons  to  a  rate  of  nearly  24,000,000  tons.  If  we  takle 
the  average  tidewater  exports  in  previous  years  it  would  be  less  than 
500,0(X)  per  month,  but  the  record  year  was  9,000,000. 

The  Chairman.  How  does  this  influence  New  England's  supply? 

Mr.  Storrow.  It  influences  us  very  directly,  because  we  have  to  get 
8,000,000  or  9,000,000  tons  from  Hampton  Koads.  That  is  the  place 
where  the  exports  are  chiefly  from. 

The  figures,  at  least  roughly,  are  these:  In  April,  1,900,000  tons 
of  coal  were  brought  down  to  tidewater  at  Hampton  Roads.  Of  that 
1,900,000  tons,  1,300,000,  or  a  little  more,  went  across  the  ocean,  all 
over  the  world.  '^\sLt  left  600,000  tons  at  Hampton  Beads  for  New 
England's  needs  c  i  800,000  or  900,000,  for  any  that  came  up  to  New 
York — which  is  net  much — for  any  that  went  anywhere  along  the 
coast,  and  for  the  Government  needs — which  are  quite  substantial — ^I 
should  say,  60,000  or  70,000  tons,  and  when  we  got  all  through  there 
was  about  450,000  tons  left  for  New  England,  which  needs  from 
Hampton  Roads  ports  800,000  tons  a  month;  so  that  we  were  getting, 
and  have  been  since  this  flood  of  export  business  came  in  on  the  1st 
of  April,  only  a  little  bit  more  than  half  our  needs  from  Hampton 
Roads. 

The  Chairman.  Mr.  Storrow,  is  there  no  control  now  over  exports 
of  coal  at  all  by  any  Government  department? 
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AJr.  Storrow.  No,  sir;  there  is  none,  whatever.  It  is  entirely  with- 
out control,  so  far  as  I  am  aware,  in  any  regard. 

I  should  say  this  in  further  explanation :  It  might  be  asked,  if 

Roa(£  and  New  Eng- 
more  ?  The  truth 
buy  any  more  of  it  by  any  practical 
means.  No  more  can  come  down  because  that  is  all  the  railroads 
can  pull.  The  limit  is  not  the  mines.  The  limit  is  the  railroads  and 
piers.  So  that  we  can  not  bring  any  more  coal  down  to  Hampton 
Roads  by  bidding  for  it.  We  have  to  take  away  from  some  of  these 
foreign  nations  some  of  that  1,300,000  tons.  In  fact,  we  have  got  to 
take  away  some  400,000  tons.  We  can't  do  it.  We  have  bid  for 
coal  until  it  is  selling  in  Boston  Harbor  at  $20  a  ton,  and  it  used 
to  sell,  before  the  war,  for  something  like  $4.  In  other  words,  we 
have  bid  five  prices  for  coal  now,  and  still  we  do  not  get  it,  and  I 
haven't  any  doubt  that  we  could  bid  $50  and  we  would  not  get  it, 
because  a  great  deal  of  that  coal,  I  understand,  is  being  bought  by 
foreign  governments  and  price  is  not  a  point ;  they  are  going  to  get 
their  coal,  and  it  does  not  seem  possible  for  us  to  get  it.  They  are 
bidding,  as  it  seems  to  me,  in  a  certain  way  for  coal,  but,  in  reality, 
what  they  are  bidding  for  is  for  a  place  m  those  limited  facilities 
at  Hampton  fioads.  Now,  Hampton  Roads  grew  up  under  the  fact 
that  New  England  was  the  best  customer  for  Hampton  Roads.  We 
took  more  coal  from  there,  and  have  ever  since  it  was  created,  than 
any  other  section  of  the  country,  but  now  our  facilities  there  are 
cut  in  half. 

The  Chairman.  Have  these  increased  exports  of  coal  affected  the 
coal  supply  in  other  sections,  do  you  know ;  and  if  so,  how  ? 

Mr.  OTORRow.  Yes;  I  think  they  have  very  materially.  In  the 
first  place,  taking  the  present  exports  for  all  tidewater  ports  which 
are  running  close  to  2,000,000  tons,  when  the  average  export  has  been 
less  in  previous  years  than  500,000  tons,  there  is  an  increased  amount 
of  coal  going  abroad  equal  to  a  million  and  a  half  tons  a  month.  If 
you  compare  it  with  the  maximum  year  of  1915,  it  will  be  10,000,000 
or  11,000,000  tons  more,  in  an  average  year  18,000,000  tons. 

Coal  is  a  peculiar  thing.  If  a  man  has  to  have  coal,  somehow  or 
other  he  is  not  content  to  go  without  it.  He  may  think  he  has  to 
have  a  new  pair  of  shoes,  but  if  he  can't  get  them  he  is  generally 
still  walking  on  leather;  but  it  is  not«o  with  coal.  If  a  man  feels 
that  to  keep  his  plant  running  or  to  keep  the  lights  burning  in  New 
York,  or  for  any  other  purpose  for  which  we  use  coal,  he  goes  after 
it;  so  that  I  thmk  all  people  who  are  customers  for  coal  and  those 
who  have  studied  it  at  all  realize  that  when  they  deal  with  a  necessity 
that  even  a  small  shortage,  only  4  or  5  per  cent,  is  a  very  serious 
matter.  I  don't  want  to  go  without  it ;  I  don't  believe  you  do.  We 
both  try  to  get  the  same  coal  and  we  can  not  both  get  it,  and  the 
result  of  it  is  that  New  England  has  been  crowded  out  of  its  natural 
market  in  West  Virginia  and  Hampton  Roads.  What  can  we  do? 
There  is  only  one  thing  left  to  do,  and  that  is  to  come  up  here  in 
Pennsylvania,  and  we  have  been  coming  into  Pennsvlvania  for  that 
extra  450,000  tons. 

The  Chaibman.  Four  hundred  and  fifty  thousand  tons  a  month? 

Mr.  Storrow.  Yes;  every  30  days.  The  funny  thing  about  it  is 
that  although  we  go  to  Pennsylvania  we  can  not  get  it,  but  still  we 
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buy  it.  That  sounds  paradoxical,  but  what  happens  is  this :  The  rail- 
roads can  not  pull  that  extra  coal  all  rail.  The  last  fellow  on  the  list 
moves  up  first,  he  goes  and  buys  the  coal ;  he  ought  not  to  be  buying 
that  coal,  but  he  goes  in  and  buys  it  away  from  the  man  who  has 
already  bought.  But  he  can  not  do  that  without  raising  the  price. 
The  operators  have  their  line  of  customers  and  they  won't  drop 
them.  Some  of  them  won't  ever  drop  them  and  others  will  only 
drop  them  when  the  temptation  gets  too  great,  but  the  last  fellow 
comes  in  and  he  buys  that  coal,  and  he  starts  to  move  it  into  New 
England  mostly  all  rail.  When  he  does  that  the  New  England  rail- 
roads are  already  being  loaded  to  their  absolute  capacity,  which  is 
the  fact  every  single  day.  He  crowds  some  other  New  Englander  out 
of  his  coal.  The  other  New  Englander  has  contracts  and  he  finds 
he  has  been  getting  60  per  cent  deliveries,  and  then  he  says,  "  By 
George,  I  thought  I  was  covered  with  contracts,  but  my  mines  are 
falling  down,"  and  he  hikes  down  to  Pennsylvania  and  then  he  buys 
his  coal,  or  part  of  it,  over  again. 

It  is  not  all  a  New  England  problem,  because  you  take  in  Penn- 
sylvania and  New  York  when  you  put  that  extra  load  on  them  and 
they  begin  to  find  that  their  contracts  are  falling  down  because  we 
have  o^red  $3  or  $4  more  a  ton,  or  whatever  is  necessary  to  get  it, 
then  they  go  hiking  up  there.  They  may  have  a  contract  for  100,000 
tons  of  coal  and  they  find  that  they  are  only  getting  60,000  tons,  and 
they  go  up  there  and  pretty  soon  they  have  got  contracts;  in  order 
to  get  a  hundred  thousand  tons  of  coal  they  have  got  contracts  for 
150,000  tons,  and  I  do  not  see  any  limit  and  I  do  not  know  where 
it  stops. 

The  Chairman.  It  is  a  cycle. 

Mr.  Storrow.  Yes,  sir;  and  that  is  just  what  has  been  happening. 

The  Chairman.  So  that  the  export  of  coal  in  your  judgment  from 
Hampton  Eoads  in  such  large  quantity,  taking  it  from  the  West 
Virgina  fields,  aflfecting  as  it  does  the  exportation  of  the  New  Eng- 
land supply,  causing  you  to  try  to  get  coal  from  Pennsylvania, 
affects  the  whole  country  ? 

Mr.  Storrow.  Yes,  sir.  I  think  on  the  price  question  that  it 
affects  New  York  exactly  as  it  affects  Boston.  It  is  a  common 
market  and  anything  that  moves  it  up  affects  us  both  and  one  just 
as  much  as  the  other  in  price.  I  should  say  that  the  attempt  to 
get  more  coal  out  of  Pennsylvania  may  stimulate  somewhat  the 
amount  of  coal  coming  down  to  New  York,  the  port  of  New  York, 
to  go  by  water,  but  the  limitations  there  are  quite  severe.  The  port 
is  congested,  there  are  practically  no  facilities  in  New  York  for 
loading  steamers  with  coal,  so  that  the  unit  of  carriage  to  Connecticut 
and  other  Sound  ports  is  by  these  little  barges,  and  while  the 
bidding  may  increase  a  little  tne  amount  of  coal  coming  to  tidewater, 
and  therefore  mav  lead  to  a  little  more,  yet  in  practice  it  is  very 
small.  There  can't  be  much  relief  that  way.  So  we  really  have  no 
way  of  replacing  that  coal  in  New  England  that  is  taken  away  from 
us  and  sent  to  the  four  winds,  and  it  directly  concerns  other  States 
drawing  from  the  Pennsylvania  fields. 

The  Chairman.  Is  it  true,  Mr.  Storrow,  that  Great  Britain  has 
placed  restrictions  on  the  export  of  coal  ? 

Mr.  Storrow.  Yes,  sir.  1  was  in  London  five  or  six  days  in  April 
and  May  of  this  year.     I  got  back  here  about  the  30th  of  May.    The 
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newspapers  in  England  were  filled  every  day  with  information  or 
comment  one  way  or  the  other,  some  criticising  and  some  not,  the 
policy  of  the  Cirovernment  in  regard  to  limiting  coal  exports.  Coal 
exports  from  Great  Britain  rim  normally  a  little  under  6,000,000  tons 
a  month.  That  is,  in  1913,  before  the  war.  At  the  present  time,  I 
think,  in  the  months  of  March  and  April,  or  possibly  February  and 
March,  export  coal  was  running  about  2,100,000  tons  a  month.  In 
other  words,  under  Government  control,  and  a  strict  Government 
control,  the  British  Government  is  permitting  about  one-third  or  a 
trifle  more  of  the  amount  of  our  war  exports  to-day  to  go  for  export 
purposes. 

I  read  in  the  Coal  Age  the  other  day  that  under  a  recent  order 
the  amount  permitted  to  go  for  export  in  Great  Britain  had  been 
reduced  to  1,780,000  tons  a  month,  so  they  have  come  down  since 
then.  The  fact  is  that  the  British  Government  has  pursued  the 
policy  of  keeping  their  own  people  employed,  busy,  and  then  sending 
every  pound  to  export  that  they  could  possibly  spare.  Of  course, 
it  is  perfectly  obvious  that  if  the  trade  balance  is  against  them,  as 
it  is,  they  are  going  to  export  every  bit  they  can,  but  they  have  not 
vet  put  anybody  out  of  a  ]ob  or  caused  any  distress  or  permitted  it, 
because  they  are  watching  that  from  week  to  week  and  month  to 
month,  and  they  control  that  according  to  home  conditions.  We 
have  nothing  of  the  sort ;  we  are  just  allowing  ft  to  run  itself. 

The  Chairman.  Mr.  Storrow,  has  the  British  curtailment  of  ex- 
ports of  coal  been  the  cause  for  the  increased  exportation  from  this 
country,  in  your  opinion  ? 

Mr.  Storrow\  Why,  absolutely,  Senator.  The  British  vessel  that 
can  not  get  its  coal  comes  right  over  here,  and  when  they  name  a 
price  that  is  satisfactory  there  is  no  domestic  condition  that  disturbs 
the  fellow  that  is  going  to  sell  the  coal;  he  lets  the  British  vessel 
have  it,  and  he  may  not  even  know  whether  it  is  going  to  cause  dis- 
tress, or  he  may  sav  that  if  there  is  any  distress  some  other  fellow 
can  attend  to  it.  lie  sells  the  coal.  So  that  we  are  engaged  directly 
in  trying  to  fill  a  gap  which  is  made  by  the  policy  of  the  Britisn 
Government  in  limiting  their  exports  to  what  can  go  out  of  Great 
Britain  without  causing  distress  and  upsetting  her  industries. 

I  might  say  as  a  matter  of  interest,  going  a  little  further,  that  the 
British  Government  is  so  systematic  about  it  that  it  goes  further  than 
that.  I  believe  that  England  has  three  main  coal  fields,  one  of  which 
is  in  Scotland.  They  decide  just  how  much  of  that  1,750,000  tons 
shall  be  exnorted  from  each  of  those  fields ;  so  they  not  only  are  look- 
in<;  after  Great  Britain  as  a  whole  but  they  see  that  there  is  no  dis- 
tress or  disxurbance  in  taking  too  much  from  one  field  and  expecting 
the  other  fields  to  make  it  up.  Not  onlv  that,  but  I  understand  the 
British  Government,  when  they  say,  "  Well,  we  have  1,780,000  tons 
that  may  go  abroad  until  further  notice,"  they  say  exactly  where 
that  is  to  go — so  much  to  Gibraltar,  so  much  to  France,  so  much  to 
Italy—and  they  send  it  to  or  permit  it  to  move  to  just  those  places 
where  it  is  most  needed,  perhaps,  or  where  they  feel  it  will  (to  the 
most  good;  or,  to  put  it  in  an  impersonal  way,  where  the  British 
interests  require  that  it  should  go.  Of  course,  nothing  of  that  sort 
is  being  attempted  here ;  in  fact,  nothing  is  being  attempted. 
The  Chairman.  Do  you  know  whether  or  not  it  is  true  that  British 

finns  are  offering  American  coal  for  sale  to  other  foreign  countries? 
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Mr.  Storrow.  Whj,  yes,  sir;  I  think  it  is  true.  I  had  a  captain 
of  a  steamer  come  into  my  office,  and  my  secretary  saw  him  last 
week — I  was  not  there — a  perfect  stranger  to  me,  and  he  said  he  came 
in  because  he  carried  a  steamer  load  of  coal  from  Baltimore  to 
Genoa,  and  he  said :  ^^  I  got  in  there  and  there  were  seven  big  steamers 
loaded  with  American  coal  all  lying  out  there  in  the  harbor  " ;  and 
he  said,  "  I  knew  you  were  short  of  coal  up  here  " ;  and  he  said — I 
think  he  may  have  used  a  seafaring  term  at  that  point — that  it  was 
an  outrage,  and  he  came  in  to  tell  me.  That  was  an  absolute  stranger. 
My  attention  was  called  to  this  advertisement  which  is  given  in  this 
report,  which  appeared  in  a  leading  paper  in  Home  last  month,  II 
Messagero.    It  is  an  advertisement  of  the  G>lliery  Investment  Trust 

iLtd.),  colliery  proprietors,  London,  Swansea,  Paris,  and  New  York, 
lead  office,  171  Queen  Victoria  Street,  E.  C,  Blackfriars,  London, 
E.  C.  It  says,  " The  Colliery  Investment  Trust  (Ltd.),  colliery  pro- 
prietors, are  prepared  to  contract  for  10,000,000  tons  American  coal, 
deliveries  to  commence  immediately." 

A  friend  of  mine  saw  that  in  the  Kome  paper  of  June  9  and 
brought  it  into  my  office.  I  do  not  want  to  exaggerate  that,  but  it 
seems  to  me  that  is  of  some  significance,  and,  as  a  matter  of  fact,  I 
think  our  coal  is  being  offered  all  around  the  world.  Of  course, 
some  of  the  middlemen  will  make  a  sale  and  they  may  not  be  able  to 
deliver  it,  but  they  ore  doing  the  best  they  can. 

The  Chairman.  You  referred  a  moment  ago  to  the  fact  that  at 
least  one  railroad  in  New  England,  to  your  knowledge,  was  borrow- 
ing coal  from  the  manufactories  along  its  line. 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  Do  you  know  if  it  is  true  that  the  Egyptian  State 
Railways  are  being  operated  by  American  coal  to-day  ? 

Mr.  Storrow.  1  understand  it  is  true;  yes,  sir.  1  can  not  say  to 
what  extent,  but  we  shipped  in  April  18,526  tons  to  Egypt,  and  1 
must  say  my  memory  is  not  clear  now  as  to  just  how  I  know  that  the 
Egyptian  Railways  are  being  operated  by  American  coal,  but  I  do 
know  I  have  heard  it  from  sources  that  make  me  sure  that  that 
statement  is  correct.  Maybe  some  shippers  told  me;  I  have  for- 
gotten. 

The  Chairman.  Have  you  any  idea  how  many  railroad  coal  cars 
are  necessary  to  supply  the  export  trade  to  tidewater  ? 

Mr.  Storrow.  I  might  be  able  to  figure  out  something,  Senator. 
I  do  not  believe  it  would  be  safe  for  me  to  tackle  that  offhand.  1 
think  it  is  a  problem  that  could  be  worked  out  because  we  know  the 
movement  oi  cars,  for  instance,  from  the  West  Virginia  mines  to 
Hampton  Koads,  and  then  you  could  figure  the  tons,  and  so  on.  I 
could  send  that  to  you  perhaps. 

The  Chairman.  I  would  oe  very  glad  to  have  you  advise  us  of 
that,  Mr.  Storrow. 

Mr.  Storrow.  Yes^  sir ;  I  will  be  glad  to  do  that. 

The  Chairman.  You  recently  appeared  before  the  Interstate  Com- 
merce Commission.  Did  you  ask  lor  car-service  order  No.  7,  restrict- 
ing the  use  of  all  open-top  car  eauipment  for  the  carriage  of  coal  ? 

Mr.  Storrow.  No,  sir.  My  iaea  is  that  the  first  thing  to  do  to  re- 
lieve the  present  situation  is  to  restrict  the  export  of  coal.  I  do  not 
mean  to  do  away  with  it,  but  I  mean  reduce  the  1,300,000  tons,  for 
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instance,  that  is  going  from  Hampton  Roads  to  something  like  800,000 
twis  or  850,000  tons  a  month. 

The  Chairman.  About  one-third? 

Mr.  Stdrrow.  Yes,  sir;  hardly  a  third.  We  went  before  the  Inter- 
state Commerce  Commission  at  the  request  of  the  six  New  England 
governors,  who  niet  and  discussed  the  situation,  and  asked  us  to  go 
A)wn  there  to  represent  them.  The  lieutenant  governor  of  Connec- 
ticut and  the  lieutenant  governor  of  Massachusette  were  with  us.  The 
names  are  given  at  the  end  of  that  report.  We  went  to  ask  the  Inter- 
state Commerce  Commission  to  issue  such  an  order,  as  would  in  ef- 
fiect  permit  the  movement  from  Hampton  Roads  ports  to  New  Eng- 
land to  be  increased  by  about  450,000  tons  a  month.  We  did  not  care 
how  the  coal  came  provided  we  got  it.  But  so  far  as  we  were  then 
advised,  and  so  far  as  I  know  to-day,  that  could  only  come,  could 
only  be  available  at  the  expense  of  the  export  coal,  so  it  might  per- 
haps be  fair  to  say  that  we  were  asking  them  to  issue  such  orders  as 
would  have  the  enect  of  reducing  the  export  coal  from  1,300,000  tons 
to  something  like  850,000  or  possibly  900,000  tons  a  month. 

We  said  that  perhaps  thev  might  view  what  we  were  asking  for 
as  putting  into  the  New  England  service  that  share  in  the  pier 
service  and  that  number  of  cars  which  would  be  necessary  to  let  us 
get  that  coal.  In  other  words,  as  we  viewed  it,  these  foreign  nations 
nad  bought  too  much  of  our  piers  and  too  many  of  the  cars  in  that 
service,  our  advices  being  that  the  amount  of  coal  dumped  at  Hamp- 
ton Roads  can  not  be  increased,  and  we  understand  that  the  choking 
is  in  thp  dumping  capacity  of  those  piers. 

I  think  perhaps  you  can  put  down  on  paper  and  reckon  that 
the  piers  ought  to  dump  more  in  any  given  day,  but  I  am  told  that 
the  record  month  for  those  piers,  the  best  they  have  ever  done  in  their 
history,  and  they  have  been  built  quite  a  good  many  years,  the  best 
they  have  ever  done  in  any  30  days  was  in  the  month  of  May,  which 
was  1,940.000  tons.  It  follows,  then,  that  to  give  us  relief  it  must  be 
at  the  expense  of  the  export  coal.  As  we  put  it,  we  want  our  fair 
share  from  those  piers  and  not  be  crowded  off  by  these  foreign 
steamers,  and  we  want  our  fair  share  of  the  cars  that  are  serving 
those  piers. 

The  Chairman.  Has  car-service  order  No.  7  improved  the  situation 
with  regard  to  coal  in  New  England  ? 

Mr.  SroRROw.  No.  7  is  what  is  known  as  the  open-top  order? 

The  Chaikman.  Yes. 

Mr.  Storrow.  And  your  question.  Senator? 

The  Chairman.  Has  this  order  improved  the  New  England  situa- 
tion in  regard  to  the  supply  of  coal  ? 

Mr.  Storrow.  No,  sir. 

The  Chairman.  Why  not  ? 

Mr.  Storrow.  We  do  not  think  it  can  to  any  material  extent.  That 
order  is  an  order  directing  that  all  open-top  cars  be  taken  out  of  other 
lines  of  industry  and  be  used  exclusively  for  the  carriage  of  coal. 
Now,  we  will  suppose  that  the  number  of  cars  by  that  order  in  this 
Pennsylvania  field  has  been  very  materially  increased.  Why 
shoulcm't  we  get  some  more  coal  from  Pennsylvania  into  New  Eng- 
land? Well,  we  can't,  and  for  this  reason.  The  railroads  are  pull- 
ing  all  the  coal  they  can  pull  to  New  England.    They  can  pull  no 
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more.  If  there  were  1,000,000  more  cars  put  in  there  to-morrow, 
the  New  England  railroads  could  pull  no  more  coal.  We  are  luckv 
if  we  get  the  40  per  cent  that  they  are  struggling  to  pull  now.  A 
little  more  might  come  to  New  York,  but  there  is  the  shipping  ques- 
tion, and  we  can't  get  much  more  that  way.  In  my  oi)inion  no  mate- 
rial amount  more  could  be  gotten  in  that  way.  We  might  get  a  little 
more  in  Philadelphia,  but  not  much  more  there.  So  that  so  far  as 
the  Pennsylvania  field  is  concerned  I  look  on  the  taking  of  all  the 
open-top  cars  east  of  the  Mississippi  River  exclusively  for  coal  busi- 
ness as  of  practically  no  value  in  the  Pennsylvania  field,  and  in  the 
southern  and  West  Virginia  field  there  seems  to  be  a  good  deal  the 
same  storv.  As  I  have  already  said,  no  more  cars  can  be  dumped 
at  those  three  big  railway  piers  at  Hampton  Boads,  and  if  no  more 
can  be  dumped  1,000,000  more  cars  in  Pennsylvania  won't  help. 
I  understand  that  the  president  of  the  Baltimore  &  Ohio  feds  that 
more  cars  might  increase  the  dumping  at  Baltimore,  but  so  far  as  I 
am  aware  as  a  matter  of  fact  it  has  not  operated  in  tnat  way. 

The  Chairman.  You  say  that  New  England  received  no  additional 
coal  under  car-service  order  No.  7.  Did  it  receive  any  additional 
coal  under  car-service  order  No.  6  ? 

Mr.  Storrow.  Car-service  order  No.  6  is  the  order  that  was  issued 
by  the  Interstate  Commerce  Commission  as  a  result  of  the  application 
oi  the  six  New  England  governors  on,  I  think,  the  19th  day  of  June 
to  the  Interstate  Commerce  Commission  for  relief.  I,  among  others, 
went  down  to  represent  the  governor  of  my  State.  We  told  them 
that  we  had  to  have  more  cosd  from  Hampton  Boads,  and  we  asked 
them  to  see  that  we  had  our  fair  share  of  those  piers  and  cars,  and 
we  told  them  that  no  more  piers  could  be  built  and  no  more  cars 
could  be  dumped. 

The  Interstate  Commerce  Commission  issued  an  order,  and  I  think 
the  material  words  bearing  on  this  are  these:  "Coal  destined  for 
New  England  shall  have  priority  and  preference  in  the  supply  of 
cars." 

Those  are  the  exact  words  of  the  order — "  priority  and  preference 
in  the  supply  of  cars." 

That  order  sounded  good  to  us,  and  we  thought  we  had  obtained 
relief,  and  all  the  gentlemen  who  were  there  present  designated  by 
each  of  the  six  New  England  governors  went  home,  and  we  thought 
something  was  going  to  happen  and  we  felt  much  better,  but  it  didn't 
happen. 

The  Chairman.  Then  there  was  no  export  of  coal  restricted  under 
that  order? 

Mr.  Storrow.  No,  sir;  and  so  far  as  I  can  see  that  order  is  of  no 
earthly  use.  What  we  thought  we  were  getting  by  these  words, 
"  priority  and  preference  in  the  supply  of  cars  "was  the  allotment  of 
certain  cars  for  movement  to  the  piers  for  New  England  coal.  We 
thought  that  we  were  going  to  be  able  to  go  over  to  a  mine  and  say, 
"  Here  are  20  cars.  You  can  have  these  cars  if  you  will  fill  them  for 
New  England.  If  you  don't  want  to  fill  them  for  New  England  we 
will  take  them  somewhere  else  and  ask  some  other  mine  to  do  it." 
That  is  what  we  thought  "  priority  and  preference  in  the  supply  of 
cars"  meant.  It  was  quite  fully  discussed  by  us  before  the  com- 
mission, and  the  order  was  not  settled  until  the  second  day,  and  we 
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went  in  and  discussed  it  some  more,  but  I  think  we  were  very  stupid 
because  at  the  request  of  the  National  Coal  Association  the  Inter- 
state Conunerce  Commission  was  asked  two  days  later  to  define  that 
order.  I  think  that  letter  defining  it  is  appended  to  this  report.  I  am 
not  sure  that  the  Interstate  Commerce  Commission  said  what  the 
order  did  mean,  but  they  said  what  the  order  did  not  mean,  and 
thev  said  that  it  did  not  mean  the  ability  to  assign  cars  at  the  mines 
to  move  coal  to  New  England,  and  so  far  as  we  can  discover,  or  so 
far  as  any  New  England  shipper  has  discovered,  we  waked  up  at 
the  end  of  five  or  six  days  and  found  we  had  had  a  fine  trip  to 
Washington  but  we  got  absolutely  nothing. 

That  Tetter  defining  the  order  is  given  on  page  36  of  the  appendix 
to  this  report,  which  I  if  I  may  I  would  like  to  present. 

The  Chairman.  Yes ;  and  insert  it  in  the  record. 

(The  letter  referred  to  by  Mr.  Storrow  is  here  printed  in  full,  as 
follows:) 

June  28,  1^20. 
Mr.  John  Callahan, 

Traffic  Manager  National  Coal  Associaiiony 

Washington,  D,  C. 

Dear  Sib  :  I  have  your  letter  of  the  24th  instant,  in  which  you  quote  a  tele- 
gram, as   follows: 

Charleston,  W.  V.,  12.^6  p.  w.,  June  23. 
J.  D.  A.  MoRBOW, 

Vice  president  National  Coal  Association, 

Commercial  Bank  Buildingy  Washington,  D,  C: 

I  quote  from  wire  received  from  New  England  Coal  &  Coke  Co. :  "  Your  wire 
under  Interstate  Commerce  Commission  Order  No.  6.  You  may  be  assigned  cars 
for  New  England  loading  In  addition  to  commercial  supply.  Such  cars  will  be 
assigned  by  Storrow,  in  Boston,  upon  application  from  us.  Please  wire  me 
Immediately  how  many  assigned  cars  under  this  order  you  are  wilUng  accept 
per  week  for  next  80  days,  and  at  what  price.  Hope  you  will  authorize  us 
make  appUcation  for  substantial  number  of  cars  and  thus  help  us  serve  some 
of  our  old  customers." 

G.  H.  Caperton. 

You  ask  to  be  advised  if  the  understanding  expressed  in  this  message  is 
correct.    My  answer  is  that  that  understanding  is  not  correct 

Under  service  order  No.  7,  issued  on  June  19,  1&20,  carriers  are  required  for 
a  period  of  30  days  to  give  preference  to  coal  in  the  use  of  open-top  cars  suit- 
able for  loading  and  transporting  coal,  with  the  proviso  that  such  cars  may 
be  used  in  service  moving  in  the  direction  of  the  empty  movement,  but  not  to 
points  materially  out  of  line  or  beyond  the  mine  or  mines  to  be  supplied.  This 
order  does  not  require,  authorize,  or  contemplate  any  change  in  the  rules  gov- 
erning the  ratings  of  nalnee  and  distribution  of  cars  when  the  available  supply  Is 
less  than  100  per  cent 

Service  order  No.  6,  also  Issued  on  June  19,  1920,  required  the  carriers  to  give 
preference  and  priority  to  bituminous  coal  moving  to  any  tidewater  coal  trans- 
shipment pier  at  or  norlh  of  Charleston,  S.  C,  for  coastwise  movement  to  a 
point  in  the  United  States,  and  also  preference  in  supply  of  cars  for  such  lading 
and  In  the  movement  thereof.  This  coal  must  be  consigned  to  a  pool  or  pools  of 
bituminous  coal  at  the  transshipment  port,  and  preference  and  priority  must  be 
accorded  to  It  In  placement  of  cars  and  vessels  and  in  dumping  the  coal. 

This  order  does  not  require,  authorize,  or  contemplate  any  modification  of  or 
deviation  from  the  establishCMl  rules  governing  mine  ratings  and  distribution 
of  cars.  Shipments  to  tidewater  piers  for  domestic  points  take  precedence  over 
tbose  to  such  piers  for  bunkerage  or  for  transshipment  by  water  to  other  points. 
Bttt  in  the  event  of  such  preference  the  order  does  not  direct,  authorize,  or  con- 
tenplate  giving  such  preferential  cars  to  any  mine  in  addition  to  or  over  and 
Steve  its  dlstributlTe  share. 

lou  ask  further  whether  service  order  No.  6  gives  priority  to  New  England 
wal  moving  under  the  provisions  of  that  order  over  coal  moving  to  all-rail  des- 
tbittions  and  to  pools  at  Lake  Erie  ports. 
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The  order  does  not  give  coal  moving  to  New  England  preference  over  nuy 
other  coal  moving  to  one  of  the  piers  covered  by  the  order  for  transshipment  by 
water  to  a  United  States  destination  and  consigned  to  or  as  a  part  of  a  pool  or 
pools  at  such  port  To  the  extent  above  indicated  it  does  give  preference  ujkI 
priority  to  coal  consigned  and  moving  to  the  transshipment  piers  for  coastwLu; 
movement  over  all  other  coal  moving  to  the  same  piern. 
Very  truly,  yours, 

Edoab  E.  Clabk,  Chairman. 

The  Chairman.  It  has  been  said  that  there  are  millions  of  tons  of 
coal  held  on  sidings  in  terminals.  Has  the  Interstate  Commerce 
Commission  the  authority  to  prevent  the  use  of  open-top  cars  to 
held  the  cars  in  this  manner  ? 

Mr.  Storrow.  Yes;  I  think  as  a  practical  matter  they  can  stop  it, 
or  practically  stop  the  whole  of  it.  1  think  there  are  two  methods  that 
could  be  used.  In  the  first  place  the  speculator  buys  coal  and  has  it 
shipped  to  some  point  in  his  name,  or  an  agent's  name,  but  he  does 
aot  intend  that  to  be  the  final  destination.  So  when  he  has  shopped 
around  and  got  his  figure,  his  top  price,  he  then  asks  for  that  coal  to 
be  reconsi^ned  to  a  new  shipper  and  a  new  destination.  During  the 
Fuel  Administration  the  re'consignment  of  cars,  which  is  what  the 
speculator  is  doing  (the  fellow  that  is  buying  coal  for  consumption 
knows  where  he  wants  it  sent),  the  reconsignment  of  cars  was 
stopped.  I  am  not  expert  on  the  legal  side  of  it,  but  I  believe  that  the 
Interstate  Commerce  Commission  might  stop  that  reconsignment  as 
a  means  of  getting  the  best  use  out  of  existing  railroad  facilities, 
because  it  is  obvious  that  a  car  moved  to  one  place  and  then  held  in 
the  yard  is  blocking  the  yard,  and  for  all  you  know,  it  may  go  back 
over  the  same  track  it  came  on.  And  under  the  responsibility  of  the 
Interstate  Commerce  Commission  to  see  that  railroad  facilities  are 
used  effectively  I  should  suppose  they  could  stop  this  reconsignment. 

Now,  there  is  another  pretty  effective  instrument  that  bears  on  it. 
The  speculator  uses  the  car  for  storage  while  he  is  shopping  around  to 
get  the  top  price,  and  the  per  diem  charge  for  holding  that  car  has  a 
very  direct  bearing  on  how  long  he  will  decide  to  shop  around.  But 
to  prohibit  reconsignment  is  the  way  to  damage  him  and  hurt  other 
people  in  the  least.  If  you  put  a  high  per  diem  on  it  it  will  affect 
everybody.  I  think  a  good  stiff  per  diem  should  be  on  cars.  WelL 
the  president  of  one  of  the  large  coal  companies — well,  he  is  a  railroacl 
official,  he  is  vice  president  of  one  of  the  large  railroads — I  under- 
stand has  recently  Drought  this  subject  to  the  attention  of  the  Inter 
state  Commerce  Commission.  He  said  those  newspapers  indicated 
that  some  shippers  were  forwarding  coal  to  points  in  the  vicinity  of 
large  cities  and  holding  for  an  increase  in  prices,  and  that  the  prac- 
tice ought  to  be  discontinued  in  order  to  improve  the  car  supply.  So 
that  that  vice  president  of  that  railroad  evidently  feels  it  can  be  done. 
It  has  been  done.  It  was  done  during  the  Fuel  Administration.  It 
was  done,  I  think,  by  the  Railroad  Administration. 

The  Chairman.  In  your  opinion,  does  this  speculation  in  coal  cause 
an  unnecessary  use  of  open-top  cars  which  have  been  taken  away 
from  the  buildine  industry  and  industry  in  general  ?  ^ 

Mr.  Storrow.  Yes,  sir ;  1  think  it  does.  Ine  Interstate  Commerce 
Commission  has  issued  that  open-top  car  order,  taking  cars  away 
from  other  industries.  They  do  that  on  the  ground  there  are  not 
enough  coal  cars  in  the  coal  business.  Now,  if  thousands  of  cars  are 
being  held  by  speculators,  which  I  believe  is  the  fact,  it  is  perfectly 


RECONSTRUCTION  AND  PRODUCTION.  15 

evident  that  they  are  causing  a  scarcity  of  coal  cars,  and  then  the 
men  who  are  depending  on  their  use  for  building  materials,  are  re- 
quired to  foot  the  bill  and  supply  the  cars.  Well,  now,  that  does  not 
seem  to  be  fair.  I  do  not  think  they  should.  I  think  the  speculator 
ought  to  be  cut  out,  and  I  believe  it  is  absolutely  practical  to  cut  him 
out;  I  mean  95  per  cent,  or  about  that.  Because  every  car  that  is  un- 
necessarily tied  up  is  one  more  car  that  under  the  present  policv  of 
the  Interstate  Commerce  Conmiission  they  are  taking  away  from 
other  trades,  or  it  means  that  having  taken  all  away  from  other 
trades,  which  is  the  present  status,  they  are  going  to  keep  them 
so  much  longer,  because  they  have  not  caught  up  with  the  coal  re- 
quirements, so  that  it  is  a  very  improper  and  unfair  practice,  and  at 
present  the  people  who  require  open-top  cars  for  other  purposes,  per- 
fectly legitimate  purposes,  are  footing  the  bill.  That  is  absolutely 
true. 

The  Chairman.  Mr.  Storrow,  do  you  believe  the  sale  of  coal  for 
export  at  present  prices  is  prompted  by  motives  of  humanity  or 
motives  of  profit  ? 

Mr.  Storrow.  Well,  I  do  not  like  to  deal  so  much  in  other  people's 
motives.  I  do  not  think  I  have  any  particular  personal  knowledge 
of  the  springs  of  human  action  that  is  not  open  to  other  people. 

The  Chaikman.  It  is  a  fact,  nevertheless,  as  you  have  testified, 
that  the  exports  of  coal  more  than  doubled  since  the  governmental 
restrictions  were  removed  ? 

Mr.  Storrow.  Yes;  and  quadrupled  over  what  you  might  call  a 
good  round  normal  year. 

The  Chairman.  What  was  the  fair  price  for  coal  before  the  war? 

Mr.  Storrow.  Why,  my  knowledge  on  that  is  a  little  vague,  but  I 
rather  think  that  the  mine  could  sell  it  at  the  mine  for  $1.25,  and 
that  it  was  getting  a  very  good  price.  Millions  of  tons  and  cer- 
tainly hundreds  or  millions  of  tons  had  sold  for  less  than  that.  I 
think  it  was  around  that. 

The  Chairman.  A  gentleman  whose  business  is  at  Pittsfield,  Mass., 
told  me  that  several  years  ago  he  purchased  at  90  cents. 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  And  his  contract  for  this  year  at  the  mine  was 
$3.80? 

Mr.  Storrow.  Yes,  sir.  The  price  of  coal  now,  spot  coal  at  the 
mines  is  about  $12.  I  hear  of  cases  of  $11  and  I  hear  of  cases  of  $14 
at  the  mines,  but  I  should  think  to-day  the  spot  price  of  coal  at  the 
mine's  mouth  is  about  $12. 

The  Chairman.  What  was  the  price 

Mr.  Storrow.  In  this  eastern  field. 

The  Chairman.  What  was  the  price,  if  you  recall,  at  the  time  of 
the  signing  of  the  armistice,  about  ? 

Mr.  Storrow.  Why,  we  were  under  Federal  regulation  then.  I 
certainly  knew  at  that  time,  because  I  was  a  part  of  the  distributing 
machine  of  the  Federal  Fuel  Administration.  I  remember  that  coal 
operators — that  is,  a  committee  of  coal  operators  voluntarily  created 
before  the  passage  of  the  Lever  Act,  before  the  Government  acted 
to  regulate  it  at  all,  that  they  would  limit  their  price  to  $3.  That  was 
probably  in  May  or  June,  after  the  outbreak  of  the  war.  That  is 
what  they  thought,  the  operators  themselves. 
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The  Chairman.  Was  not  that  the  arrangement  they  made  with 
Secretary  Lane? 

Mr.  Storrow.  Yes,  sir ;  and  one  of  the  other  Secretaries 

The  Chairman.  Upset  it? 

Mr.  Storrow.  He  said  it  was  an  outrageous  price,  and  it  was  upset, 
so  that  for  that  time  it  was  either  an  operator's  price,  agreeable  to 
Secretary  Lane,  or,  it  was  an  outrageous  price,  according  to  another 
Secretary.  At  any  rate,  it  must  be  considered  as  the  top  price.  When 
the  Fuel  Administration  was  formed  I  think  the  price  was  originally 
set  at  about  $2.25 — my  recollection  is  about  $2.25  or  $2.  Well,  prob- 
ably $2  is 

The  Chairman.  Did  that  hold  good  at  the  armistice? 

Mr.  Storrow.  No,  sir.  the  expense  of  mining  during  the  war  con- 
stantly crept  up.  The  price  of  coal  crept  up  slowly,  and  I  should  say 
that  at  the  time  of  the  armistice  the  price  was  $2.75 — about  $3  in 
Pennsylvania  and  $2.60  or  thereabouts  m  the  West  Virginia  fields. 

The  Chairman.  And  that  was  the  price  at  the  mine,  was  it  not? 

Mr.  Storrow.  Yes,  sir ;  the  price  at  the  mine. 

The  Chairman.  Did  you  say  a  moment  ago  that  the  price  now  at 
the  mine  was  about  $12? 

Mr.  Storrow.  On  spot  coal ;  yes,  sir. 

The  Chairman.  Spot  coal? 

Mr.  Storrow.  Spot  coal.  Of  course,  there  are  all  sorts  of  con- 
tracts which  were  entered  into  last  spring  or  winter  before  we  got 
into  this  mess. 

The  Chairman.  And  that  is  caused  by  everybody  bidding  against 
everybody  else? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  With  the  price  of  coal  at  the  mine  $12,  what 
would  be  the  price  at  tidewater? 

Mr.  Storrow.  I  am  not  very  familiar  with  those  rates,  but  I  recol- 
lect the  rate  from  West  Virginia  mines  to  Hampton  Koads  is  about 
$2.  It  varies  a  little,  according  to  the  distance  of  the  particular 
mine. 

The  Chairman.  That  would  be  $14  at  Hampton  Koads  ? 

Mr.  bTORROw.  Yes ;  and  I  guess  some  of  the  distant  mines  a  trifle 
more. 

The  Chairman.  What  is  the  resultant  price  in  Boston  ? 

Mr.  Storrow.  And  I  want  to  say,  in  talking  about  $14  in  Hamp- 
ton Roads,  I  am  within  the  mark,  because,  as  a  matter  of  fact, 
New  England  buyers  have  been  bidding  $17  at  Hampton  Roads,  and 
there  have  been  some  large  sales  in  the  last  few  weeks  at  $17,  which 
is  the  best  they  could  do.  I  have,  for  instance,  a  telegram  received 
last  Friday  morning  from  one  of  the  largest  New  England  roads 
which  does  intelligent  buying,  and,  if  I  recollect  correctly,  they  were 
paying  something  like  $16.70 ;  so  $14  is  below  the  market  at  Hampton 
Koads.  It  costs  $2.75,  the  present  steamer  rate  to  Boston,  and  then 
there  is  insurance  and  various  incidentals.  That  $17  coal,  which 
has  been  actually  paid  at  Hampton  Roads,  that  has  cost  in  Bos- 
ton $20,  and  we  have  had  sales  in  Boston  Harbor  at  over  $20,  and 
Siite  a  number  of  them.  In  fact,  the  price  in  Boston  Harbor  for 
at  stx)t  coal  has  been  running  from  $20  to  $23.  There  was  a  cargo 
sold,  to  my  knowledge,  the  week  before  last — a  whole  shipload — at 
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$23,  Boston  Harbor^  Hampton  Roads  coal.  Now,  before  the  war  the 
price  of  coal,  I  should  say,  in  Boston  Harbor  would  be  around  $4 ; 
so  we  have  to  pay  between  five  and  six  prices  to  get  coal,  and  we  are 
not  getting  it  at  that. 

The  Chairman.  Have  you  any  idea  what  it  costs  to  mine  a  ton  of 
coal,  Mr.  Storrow  ? 

Mr.  Storrow.  No,  sir ;  I  am  not  very  expert  on  that.  I  think  that 
during  the  war  the  Government  prices,  at  the  end  of  the  war,  $2.60 
for  T\  est  Virginia  coal  and  $3  for  Pennsylvania  coal,  probably  repre- 
sented cost  plus  a  fair  profit.  At  any  rate,  that  was  the  opmion  of 
the  Fuel  Administration. 

I  have  been  trving  to  think — $2.60  for  West  Virginia  and  $8  for 
Pennsylvania.  1  am  inclined  to  tliink  a  perusal  of  the  reports  of  the 
mining  companies,  who  were  mining  coal  while  those  prices  jpre- 
Tailed,  would  show  a  very  reasonable  profit,  whicli  is  the  proof  of  the 
pudding. 

The  CHAIR3IAN.  At  $2.60? 

Mr.  Storrow.  Yes;  $2.60  for  West  Virginia,  where  the  seams  are 
dicker  and  mining  costs  less,  and  $3  for  Pennsylvania.  And  I 
think  I  can  show  you  mining  reports  showing  that  they  had  a  good 
year. 

The  Chairman.  Does  the  miner  or  coal  operator  receive  these 
extraordinary  increases  in  prices  that  we  have  been  discussing,  or  is 
there  a  middle  man  between  that  gets  it? 

Mr.  Storrow.  Well,  I  think.  Senator,  both  of  those  statements  are 
true.  I  think  a  great  deal  of  coal  is  being  bought  directly  from  the 
mine  in  Pennsylvania  to-day  at  $12,  so  that  the  miner  is  getting  the 
whole  of  it.  And  I  think  the  same  thing  is  true  in  West  Virginia. 
I  do  not  mean  that  the  majority  of  the  coal  is  being  bought  at  that, 
because  the  majority  of  the  coal  is  moving  under  contracts,  but  I 
mean  a  very  heavy  tonnage  is  moving  at  those  figures.  Sometimes 
the  speculator  gets  between,  but  he  is  the  man  who  is  charging  us  in 
Boston  Harbor  what  is  equivalent  at  the  mine  to  fourteen  or  fifteen 
dollars. 

The  Chairman.  Mr.  Storrow,  have  you  any  idea  what  the  average 
price  of  coal  is  contracted  for,  for  delivery  this  year  in  Boston,  let 
us  say? 

Mr.  Storrow.  Well,  I  have  heard  of  a  good  manv  contracts  run- 
ning. I  should  say^  from  $3.75  to  $4.50.  I  have  heard  much-respected 
operators,  coal  mmers.  say  that  they  had  plenty  of  chances  to  sell 
their  coal  for  much  higher  prices  than  $4.50,  but  they  had  been 
unwilling  to  take  it.  Thej  had  sold  their  entire  oputput  for  from  $4 
to  $4.50,  and  were  unwilling  to  take  more,  although  they  could 
get  it. 

The  Chairman.  Mr.  Storrow,  what  proportion  of  the  coal  being 
deUyered  in  New  England  to-day  is  being  shipped  there  at  the  ex- 
cessive prices?     Have  you  any  knowledge  of  that? 

Mr.  Storrow.  I  think  there  is  some  guess  about  that.  I  have 
heard  it  estimated  or  guessed,  which  is  all  it  is,  by  coal  operators. 
}hey  say  to  me  that  all  the  mine  coal  that  is  selling  at  these  prices 
is  not  more  than  20  per  cent  of  the  total.  I  mean  I  have  heard  the 
operators  say  that.    My  guess  would  be  it  was  somewhat — somewhere 
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between  20  and  30,  and  I  do  not  think  it  is  30,  and  I  am  inclined  to 
think  it  is  more  than  20.  In  other  words,  I  think  these  $10,  $12,  and 
$14  mine  prices  probably  cover  from — well,  to  be  conservative,  I 
would  call  it  20,  I  would  be  very  much  inclined  to  think  it  might 
be  25. 

The  Chairman.  When  did  the  increase  in  the  price  of  coal  start  t 

Mr.  Storrow.  It  started,  I  think,  exactly  concurrently  with  the 
jump  in  export  coal. 

The  Chairman.  Then,  in  your  opinion,  the  export  of  coal  has 
caused  the  excessive  prices  to  consumers  in  this  country? 

Mr.  Storrow.  Well,  I  think  it  would  be  fair  to  say  that  I  think 
it  has  been  a  very  material  and  important  factor  in  it.  I  do  not 
know  whether  it  is  fair^  quite,  to  say  as  a  whole  that  that  is  so,  but  it 
had  very  much  to  do  with  it,  in  my  opinion,  and  I  believe  it  has  been 
the  chief  factor. 

The  Chairman.  I  wonder  if  it  would  be  possible  for  you  when  you 
revise  your  testimony  to  give  us  some  idea  as  to  the  resulting  in- 
creased cost  to  the  citizens  of  this  coimtry  through  these  excessive 
exports.    Is  that  possible  to  estimate? 

Mr.  Storrow.  Yes,  sir ;  I  am  willing  to  do  a  little  arithmetic. 

The  Chairman.  Car  you  give  us  that  offhand  now  ? 

Mr.  Storrow.  If  somebody  will  take  a  pencil  and  help  me,  I  will 
do  a  little  figuring  out  loud.  The  normal  production  in  the  Penn- 
sylvania region  is  170,000,000  tons.  The  normal  production  in  the 
West- Virginia  fields  is  90,000,000  tons.  There  is  260,000,000  tons. 
Now,  these  excessive  prices  we  are  talking  about  are  in  those  two 
fields.  When  you  go  farther  west  they  are  not  paying  these  prices. 
They  are  paying  high  prices,  but  they  are  not  pajdng  our  prices. 
How  much  does  that  make  ? 

The  Chairman.  Two  hundred  and  sixty  million  tons. 

Mr.  Storrow.  Yes,  sir.    Now,  what  would  be  20  per  cent  of  that  ? 

The  Chairman.  Fifty-two  million. 

Mr.  Storrow.  Taking  the  estimate  of  the  spot  tonnage  moved  by 
these  excessive  prices  at  20  per  cent,  gives  52,000,000  tons.  Now,  I 
won't  assume  that  is  selling  at  $12 ;  I  will  assume  it  is  $10.  I  know 
lots  of  it  is  selling  at  $12,  and  I  think  that  is  the  price  to-day.  I  am 
going  to  estimate  that  there  is  a  fair  profit  of  25  cents  at  $4.  That 
that  is  a  fair  profit  and  the  miners  ought  to  have  it.  Now,  from  $4 
to  $10,  is  $6  extra,  and  on  52,000,000  tons  that  is  $312,000,000.  There 
is  $312,000,000  as  sure  as  you  are  sitting  at  this  table,  and  that  is 
not  the  whole  of  it.  I  mean  at  that  annual  rate ; — we  are  paying  that 
bill  as  we  go  along.  In  my  opinion  that  is  a  rough  calculation,  but 
I  think  when  you  nave  sharpened  your  pencil  and  made  a  better  one, 
it  will  be  higher. 

The  Chairman.  Then,  it  is  costing  the  people  in  this  country  at 
least  $312,000,000  directly  and  perhaps  several  times  that  indirectly. 

Mr.  Storrow.  Yes,  sir.  My  own  view  is  that  that  is  a  conservative 
statement.  And,  I  want  to  point  out  this,  that  if  at  $4  a  man  is  mak- 
ing 25  cents  a  ton,  at  $10,  which  is  not  to-day's  price,  they  are  making 
25  times  a  handsome  profit,  because  the  difference  between  $3.75  or 
$4  assuming  that  is  one  profit,  $6  is  24  quarters,  so  that  at  $10  the 
mines  of  this  country  are  making  25  profits;  at  $12  (and  we  are  buy- 
ing lots  of  coal  at  that  price  at  the  mines)  they  are  making  33  profits. 
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Now,  that  is  what  is  coing  on,  and  understand,  I  am  limiting  it  to 
20  per  cent  of  the  total.    1  think  that  is  a  conservative  figure. 

The  Chairman.  It  may  be  more  than  that  ? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  Then,  the  seller  of  export  coal  is  not  only  selling 
his  coal,  but  also  the  transportation  faculties  of  the  country,  which 
are  now  inadequate  for  the  conduct  of  the  country's  business? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  And  these  transportation  facilities  cost  the  tax- 
payers of  this  country  vast  sums  or  money  in  addition  to  railroad 
tariffs.  I  am  told  that  the  railroads  cost  the  people  of  this  country 
$82,000,000  last  month,  paid  out  of  the  public  treasury  in  addition 
to  railroad  tariffs,  paid  airectly  by  the  people. 

Mr.  Storrow.  i  es,  sir ;  I  can  show  you  one  of  our  New  England 
railroads,  the  month  of  June,  was  obliged  to  go  in  and  pay  out 
abnormal  prices  for  coal  compared  with  last  year — this  is  history — 
last  month,  at  a  rate  which  will  make  their  operating  expenses  otf  the 
item  of  fuel  alone  $6,000,000  more  than  last  year.  That  is  a  great  deal 
for  one  little  New  England  railroad.  They  are  not  the  big  systems. 
They  are  the  figures  given  to  me  by  the  purcl^asing  agent  from  his 
books.  It  is  a  fact  that  in  June  he  was  obliged  to  ouy  coal  at  a 
rate  which  put  his  operating  expense  from  that  item  alone  up  past 
$1,000,000,  and  in  July  it  will  be  worse. 

The  Chairman.  If  the  statement  is  true  that  the  seller  of  export 
coal  is  selling  our  transportation  facilities  as  well  as  our  coal,  then 
foreign  countries  are  buying  a  portion  of  our  limited  facilities  as 
well  as  our  coal. 

Mr.  Storrow.  That  is  exactly  what  is  happening,  sir,  in  my 
opinion. 

The  Chairman.  Is  it  possible  to  estimate  the  results  of  the  lack 
of  railroad  facilities  on  industry  in  general  ? 

Mr.  Storrow.  I  did  not  get  that. 

The  Chairman.  In  your  judgment  is  it  possible  to  estimate  the  re- 
sult of  this  large  movement  of  export  coal,  together  with  the  reaiU*^ 
of  the  lack  of  railroad  facilities  on  industry  in  general,  because  of 
this  export  ? 

Mr.  Storrow.  No;  I  do  not  exactly  see  how  you  could  do  that. 
The  point  of  view  of  the  operators  is  that  this  twelve  millions  a  year, 
if  that  is  the  amount  of  tidewater  exix)rt,  is  a  small  factor.  They  are 
very  fond  of  giving  you  the  figures  for  the  total  production  in  the 
United  States.  When  they  do  that  it  makes  the  export  look  like 
an  insignificant  percentage.  The  trouble  with  the  export  business 
is  that  it  is  all  coming  out  of  these  eastern  fields.  The  West  has 
nothing  to  do  with  it  at  all.  You  can  not  haul  that  coal  to  seaboard. 
They  say  that  the  excessive  export  of  coal  is  a  very  small  baby  and 
one  that  ought  not  to  be  very  much  criticized.  But  I  say  it  io  a  sin, 
anyhow,  and  you  have  a  right  to  say,  "  Well,  that  is  not  a  virtuous 
thing  to  do." 

The  Chairman.  Now,  Mr.  Storrow,  in  your  opinion  has  the 
Interstate  Commerce  Commission  the  right  to  curtail  the  export  of 
eoal?    Do  I  understand  that  you  requested  them  to  do  it? 

Mr.  St«)rrow.  Why,  we  asked  them  to  restore  to  us  a  fair  snare 
rf  the  railroad  facilities,  knowing  perfectly  well  the  resultant  thing 
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would  be  the  reduction  of  exports.  In  making  our  case,  we  espe- 
cially made  it  plain  if  they  cared  to  embargo,  it  would  suit  us  very 
well.  We  said,  practically,  to  them,  "  We  suppose  perhaps  you  do  not 
want  to  directly  embargo ;  but,  at  any  rate,  protect  us  Americans  to 
the  extent  of  our  absolutely  necessary  needs  in  the  use  of  American 
railroad  facilities,  and  you  can  do  it  any  way  you  like." 

The  Chairman.  Do  you  think,  under  the  transportation  act,  they 
have  the  right  to  direct  an  embargo  on  the  exports  ? 

Mr.  Storrow.  We  are  advised  by  our  counsel  that  they  not  only 
have  a  right  but  that  is  their  duty,  without  even  our  appearing  to- 
ask  them  for  it.  The  recent  act  of  Congress,  as  I  remember  it,  give& 
them  broad  powers  to  meet  everything,  what  I  think  is  described  in 
the  act  as  "  transportation  emergency."    I  think  that  is  the  phrase. 

The  Chairman.  Had  the  exports  of  coal  been  curtailed  in  the 
spring,  would  the  present  coal  emergency  and  transportation  short- 
age been  avoided  ? 

Mr.  Storrow.  You  know,  when  you  get  a  panic  started  in  the  coal 
business — or,  in  other  words,  when  you  get  a  shortage  of  only  4  or  5 
per  cent — ^you  are  in  trouble.  Now,  I  do  not  think  it  is  possible  to- 
answer  that  question  positively.  I  have  the  feeling  that  if  that  action 
had  been  taken  promptly  it  might  have  had  a  sufficient  effect  to  get 
a  supply  without  all  this  rumpus.  The  operatives  themselves  tell  me 
that  tney  think  they  must  have  an  increase  in  coal  production  of  as 
high  as  5,000,000  tons  a  month ;  if  you  believe  that,  then  a  million  tons 
would  not  have  stopped  it. 

The  Chairman.  Mr.  Storrow,  who  is  associated  with  you  in  pre- 
paring the  report  from  which  you  have  quoted  here? 

Mr.  Storrow.  Eepresentingthe  State  of  Massachusetts,  Lieut.  Gov. 
Channing  H.  Cox,  David  A.  rillis,  member  of  the  State  public  utili- 
ties commission,  and  the  Massachusetts  State  fuel  administrator.  We 
went  to  Washington  at  the  request  of  Gov.  Coolidge  to  present  his 
application  for  relief  to  the  Interstate  Commerce  Commission.  Con- 
necticut, Lieut.  Gov.  Clifford  B.  Wilson,  Thomas  W.  Russell,  State 
fuel  administrator.  Maine,  Benjamin  F.  Cleaves,  chairman  public 
utilities  conmfiission ;  James  C.  Hamlen,  State  fuel  administrator^ 
Rhode  Island,  Malcolm  G.  Chace,  State  fuel  administrator;  J.  E. 
Gray,  special  representative  of  Gov.  Beeckman.  New  Hampshire,. 
Edwin  C.  Bean,  secretary  of  state ;  Hovey  E.  Slayton,  State  fuel  ad- 
ministrator. Vermont,  W.  L.  Davis,  member  of  the  State  board  of 
control;  H.  J.  M.  Jones,  State  fuel  administrator.  I  think  two  of 
those  gentlemen  were  not  actually  able  to  be  in  Washington,  but  they 
assisted  in  the  report. 

The  Chairman.  And  this  report  is  the  result  of  your  examination 
into  the  subject? 

Mr.  Storrow.  Yes,  sir. 

The  Chahiman.  With  your  associates? 

Mr.  Storrow.  Yes,  sir. 

The  Chairman.  And  comes  after  the  meeting  before  the  Inter- 
state Commerce  Commission  on  June  17  ? 

Mr.  Storrow.  Yes,  sir. 

The  Chahiman.  Have  the  governors  or  any  of  the  governors  of 
New  England  taken  any  action  on  this  report? 


RECONSTKUcrriON  AND  PRODUCTION.  21 

Mr.  Storrow.  Yes,  sir.  I  know  the  governor  of  my  State  has 
talked  with  the  chairman  of  the  Interstate  Commerce  Commission — 
went  to  Washington  and  talked  with  him,  and  he  also  has  commu- 
nicated with  the  President  once  or  twice ;  and  I  think  the  governors  of 
the  other  States  communicated  with  the  President.  I  happened 
to  see  a  telegram  that  Gov.  Holcombe,  of  Connecticut,  sent  to  the 
President,  in  a  Hartford  paper  10  days  ago.  I  think  in  fact  that 
they  have  all  communicated  with  the  President,  but  of  my  own 
knowledge  I  can  only  say  those  two  governors.  My  own  governor 
and  the  governor  of  Connecticut. 

The  Chairman.  On  July  8,  the  Interstate  Commerce  Commission 
granted  a  hearing  to  the  construction  industries  in.  accordance  with 
my  own  telegraphic  request  to  that  commission.  The  hearing  was 
for  the  purpose  of  the  repeal  or  modification  of  Order  No.  7.  I  have 
been  advised  that  the  commission  requested  the  railroads  and  coal 
operators  to  confer  and  make  recommendations,  and  understand  that 
such  conferences  have  been  taking  place  between  the  railroads  and 
the  coal  oi>erators  during  the  past  week. 

I  would  like  to  know  if  you  are  aware  of  these  conferences  and  of 
the  resulting  joint,  recommendations  bv  the  railroads  and  the  coal 
operators  to  the  Interstate  Commerce  Commission? 

Mr.  Storrow.  At  the  suggestion  of  an  official  of  the  American 
Bailway  Association,  I  was  invited  with  other  New  England  State 
fuel  administrators  to  meet  a  committee  of  the  National  Coal  Asso- 
ciation in  New  York  on  Friday,  and  I  met  the  committee.  That  meet- 
ing adjourned  until  yesterday,  but  some  of  the  members  of  the  com- 
mittee were  present  at  the  Northwest  hearing  in  Washington,  and 
that  committee  has  been  in  conference  with  all  the  New  England 
State  fuel  administrators.  I  understand  that  some  sort  of  a  plan 
with  relation  to  conditions  in  the  Northwest  was  presented  to  the  In- 
terstate Commerce  Commission  yesterday.  I  have  not  seen  a  copy 
of  the  plan.  I  presume  that  the  Interstate  Coninierco  Commis- 
sion would  send  you  a  copy.  The  operators  told  us  that  they  were 
going  to  make  an  effort  to  relieve  conditions  in  New  England,  and 
have  been  discussing  with  us  what  can  be  set  up  for  that  purpose 
these  last  two  days.  I  can  not  say  that  it  has  been  solved  yet.  The 
committee  of  operators  is  meeting  with  us.  The  situation  should 
eUcit  their  interest  and  efforts.  T|iey  are  showing  that  they  are  dis- 
posed to  try  to  do  something. 

Now,  I  think,  as  long  as  I  am  speaking  of  it,  it  is  proper  for  me 
to  say  that  there  is  no  disposition  to  interfere  with  the  volume  of 
the  export  business.  The  attempted  solution  is  moving  along  lines 
of  trying  to  increase  the  amount  of  coal  in  some  other  way. 

The  Chairman.  Without  doing  it  with  the  supply  from  Hampton 
Roads? 

Mr.  Storrow.  They  are  talking  now  of  trying  to  increase  the 
amount  of  coal  at  Baltimore.  That  is  as  far  as  we  have  gone.  I 
think  the  plan  suggested  is  made  in  good  faith.  I  can  not  say  that 
»ny  plan  has  yet  oeen  presented  that  I  am  satisfied  will  do  the  job. 
It  may  be  in  the  course  of  the  next  few  days,  but  it  is  a  very  difficult 
thing  to  work  out — to  hang  on  to  those  exports  and  send  us  more 
coaL 
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The  Chairman.  I  have  been  requested  to  ask  you,  Mr.  Storrow — 
you  may  answer  if  you  feel  disposed — the  name  of  the  New  England 
railroad  which  has  been  forced  to  borrow  coal,  and  the  railroad 
which  had  to  confiscate  some  of  the  shipments  along  the  line. 

Mr.  Storkow.  What  is  the  name  of  those  two  railroads? 

The  Chairman.  Yes. 

Mr.  Storrow.  I  think  it  is  proper  I  should  answer  the  question. 
The  railroad  that  has  been  begging  and  borrowing  coal  from  quit« 
a  large  number  of  its  manufacturers  to  keep  it  open  is  the  Maine 
Central.  The  Maine  Central  is  the  main  artery  of  the  State  of  Maine. 
It  is  pretty  near  the  only  railroad  in  it.  When  the  Maine  Central 
shuts  down  the  State  of  Maine  is  gone.  There  is  one  other  railroad — 
the  Bangor  &  Aroostook — which  is  another  railroad,  but  that  is  in 
northern  Maine.  If  the  Maine  Central  shuts  down,  the  State  of 
Maine  will  have  to  go  back  to  stage  coaches.  The  railroad  which 
confiscated  coal  is  the  New  York,  New  Haven  &  Hartford.  I  do  not 
want  to  say  that  that  is  all  the  confiscation  that  has  taken  place,  but 
I  happen  to  know  that. 

The  Chairman.  Mr.  Storrow,  the  committee  wishes  to  thank  you 
for  your  testimony  and  for  coming  here.  I  know  it  is  at  some  in- 
convenience.   Is  there  anything  else  that  you  have  in  your  mind  ? 

Mr.  Storrow.  I  looked  up  something  just  before  I  came  over  here. 
Senator,  which  may  be  interesting  to  you.    If  you  like,  I  will  say  it. 

In  April,  I  think  April  15,  the  Interstate  (commerce  Commission 
issued  an  order  intended  to  help  the  railroads  secure  fuel,  known 
as  the  "  car  assignment  order,"  and  under  that,  I  have  no  doubt,  these 
roads  here — the  Pennsylvania  and  the  Baltimore  &  Ohio — and  those 
roads  are  placing  cars  at  the  mines  and  saying,  "  You  can  have  these 
cars  if  you  fill  them  with  our  railroad  fuel,"  and  they  are  getting 
their  fuel,  probably,  mostly  in  that  way. 

Now,  I  suppose  the  Interstate  Commerce  Commission  intended  that 
that  order  should  relieve  the  New  England  roads,  but  here  is  the 
rather  peculiar  way  it  has  operated — ^the  second  largest  road  in  New 
England  undertook  to  avail  itself  of  that  car-placing  order,  in  order 
to  get  fuel  from  the  mines  where  it  had  contracts. 

The  railroads  in  that  matter  operate  through  what  is  known  as 
the  car-service  commission^;  that  is  a  commission  or  a  committee 
of  the  American  Railway  Association,  which  works  in  close  har- 
mony between  the  Interstate  Commerce  Commission  and  the  rail- 
roads, and  many  orders  of  the  Interstate  Commerce  Commission 
are  simply  referred  to  the  car-service  commission  to  put  into  effect — 
they  have  that  official  relation.  So  this  railroad  applied  to  the  car- 
service  commission,  and  the  car  commission  said : 

Send  50  cars  a  day  from  the  New  England  raUrond  down  to  the  Baltimore 
&  Ohio  Railroad,  where  your  contracts  are.  We  will  place  those  cars  as  an 
extra  supply  at  the  mines  where  you  contract  for  coal. 

They  have  been  sending  50  cars  a  day  for  quite  a  long  time.  The 
total  number  sent  up  to  the  present  month,  this  purchasing  a^ent 
told  me,  was  over  3,000  cars.  If  those  cars  ever  got  down  there 
and  were  placed,  they  wbuld  be  in  excess  of  the  ordinary  mine 
allotment,  and  the  miners  would  be  very  glad  if  they  were  placed 
there,  because  there  are  not  yet  any  of  them  working  the  full  week 
and  it  would  be  just  so  much  more  time  for  them  to  run. 
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As  a  matter  of  fact,  although  3,000  cars  were  started,  less  than 
100  have  reached  the  mines  on  the  Baltimore  &  Ohio  system,  so, 
naturally,  that  railroad  is  still  in  distress.  Now,  that  is  right  up 
to  date. 

The  Chairman,  What  became  of  all  these  cars? 

Mr.  Storrow.  Those  cars  go  over  a  connecting  road,  an  anthracite 
road,  and  the  anthracite  road  has  been  applied  to  several  times  to 
take  those  cars  to  the  end  of  their  line  so  as  to  deliver  them  to  the 
Baltimore  &  Ohio,  and  the  anthracite  road  has  refused  to  do  it,  but 
has  been  using  these  cars  and  loading  them  with  hard  coal  and  send- 
ing them  where  they  please.  In  other  words,  they  refused  to  do  it. 
Or  the  3,000  cars  so  sent  less  than  100  have  come  to  their  destination. 
Now,  that  is  what  happened. 

The  Chairman.  That  is  very  queer,  indeed. 

Mr.  Storrow.  That  shows  the  difficulties  in  fueling  the  New  Eng- 
land railroads. 

The  Chairman.  That  is  right. 

Mr.  Storrow.  That  car-placing  order  has  been  issued  at  the  re- 

Si^t  of  the  railroads.  They  are  interested  in  its  operation,  and 
ey  appeared  before  the  Interstate  Commerce  Commission,  I  under- 
stand, and  the  New  England  railroad  has  been  trying  to  avail  itself 
of  this,  and  it  is  absolutely  blocked  by  the  connecting  line.  It  can 
not  float  its  cars  down  through  the  air,  and  it  can  not  bring  them 
down  by  water;  it  has  got  to  go  over  the  rails.  That  is  from  an 
official  of  the  railroad,  a  responsible  purchasing  agent  of  the  road; 
he  knows  what  he  is  talking  about,  and  he  told  me  that  this  morning, 
and  that  is  one  of  these  roads  that  are  paying  these  hideous  prices 
for  coal. 

The  Chairman.  Isn't  there  some  authority  vested  in  the  Interstate 
Commerce  Commission? 

Mr.  Storrow.  I  do  not  know  as  to  that,  but  I  do  know  that  they 
complained,  asking  them  for  help,  and  they  have  not  been  able  to  get 
much.    I  do  not  know  and  I  can  not  say. 

The  Chairman.  Mr.  Storrow,  have  you  anything  further  to  say  ? 

Mr.  Storrow.  No,  sir. 

The  Chairman.  I  thank  you  very  much,  Mr.  Storrow,  for  your 
kindness. 

Now,  to-morrow,  the  committee  expects  to  hear  the  northwestern 
fuel  adiministrator.  We  have  subpoenaed  him  to  come,  and  we  ex- 
pect he  will  be  here  at  8  o'clock. 

(By  direction  of  the  chairman,  the  following  letter  was  ordered 
printed  in  the  record:) 

29  West  Thirty-ninth  Street, 
New  York  City,  August  6,  1920, 

idmiral  W.  D.  Benson, 

Chairman,  United  States  Shipping  Board, 

Washington,  D.  C. 

My  Dear  Admiral  Benson  :  I  wish  to  thank  you  for  your  letter  of  the  3d  re- 
twnrlBg  us  that  Insofar  as  a  greater  tonnape  for  coastwise  shipping  from 
Hampton  Roads  to  Boston  and  other  New  England  ports  is  concerned,  you  are 
prepared  at  all  times  to  meet  this  phase  of  the  situation. 

Regarding  rates,  you  state  in  effect  that  the  rail-aud- water  rates  from  the 
Pocahontas  district  to  Boston  are  $4.75  and  that  the  all-rail  rates  from  the  Poca- 
Jwotas  district  to  Boston  are  greatly  in  excess  of  $4.75.  This  we  understand, 
tat  It  is  not  from  the  Pocahontas  district  that  all-rail  shipments  of  coal  are 


24  RECONSTRUCTION  AND  PRODUCTION. 

usually  made.    From  the  Clearfield  district  to  Boston  we  are  Informed  that  the 
all-rail  rates  are  $3.30. 

If  the  latter  figure,  which  we  have  endeavored  to  verify,  is  approximately  cor- 
rect, then  the  all-rail  rate  for  coal  to  New  England  is  practically  $2  less  than 
the  rail-and-water  rate  of  $5.25  ($4.75  plus  50  cents  terminal  charges).  Thus 
there  is  an  inducement  to  take  coal  from  the  districts  where  the  freight  rate  is 
$3.30  and  to  overcrowd  the  limited  rail  facilities  to  New  England  which,  under 
favorable  conditions,  have  not  borne  over  40  per  cent  of  New  England's  annual 
supply. 

If  we  correctly  understand  the  purpose  of  Car  Service  Orders  10  and  11  of  the 
Interstate  Commerce  Commission,  there  must  be  an  ample  supply  of  coal  de- 
livered at  the  Hampton  Roads  docks  for  cargolng  all  vessels  bound  for  New 
England  before  any  coal  can  be  used  for  export.  The  diversion  by  law  and 
attractive  water  rates  of  the  coal  trade  to  New  England  by  coastwise  shipments 
must  correspondingly  release  cars  and  relieve  congested  terminals.  The  cooper- 
ation of  the  Shipping  Board  with  the  railroads  by  the  reduction  of  water  rates 
from  Hampton  Roads  to  Boston  from  $2.75  to  $1.50  has  been  very  strongly 
urged.  This  would  reduce  the  rall-and-water  rates  to  approximately  $4  against 
the  all-rail  Clearfield  to  poston  rate  of  $3.30.  (Pocahontas  district  to  tidewater 
is  now  $2 ;  Hampton  Roads  to  Boston  $2.75,  and  terminal  charges  50  cents.  A 
reduction  of  the  Hampton  Roads  to  Boston  rate  from  $2.75  to  $1.50  would  give 
a  net  rate  of  $4.) 

In  normal  times  it  would  seem  that  rall-and-water  rates  should  not  be  in 
excess  of  all-rail  rates  for  the  same  commodity,  from  approximately  the  same 
source  to  the  same  destination,  and  In  a  transportation  crisis  It  would  seem  that 
the  Shipping  Board  might  well  accept  coal  at  Hampton  Roads  at  rates  which 
would  fully  utilize  its  Idle  vessels. 

With  a  fleet  of  ships  purchased  with  some  three  billion  dollars  of  the  public's^ 
money,  the  Shipping  Board  Is  naturally  desirous  of  making  a  showing  of  profit 
On  the  other  hand,  the  transportation  congestion  throughout  the  country  should 
immediately  be  relieved,  as  this  congestion  is  a  cause  for  the  high  price  of  coal, 
for  the  absorption  of  credit,  for  the  idleness  of  labor,  the  shutting  down  of 
plants,  and  the  curtailment  of  construction ;  all  must  ultimately  be  reflected  in 
higher  rentals  and  higher  cost  of  living. 

From  the  point  of  view  of  a  good  money-making  record  for  shipping.  It  would 
undoubtedly  be  advantageous  to  encourage  the  export  of  coal  and  the  Increase  of 
rates  for  all  coastwise  trade,  but  from  the  viewpoint  of  the  citizenry  of  the 
country  with  whose  money  these  vessels  have  been  purchased,  It  would  seem 
very  desirable  that  they  should  be  put  Into  service  In  sufficient  numbers  not 
only  to  carry  coal  to  New  England  but  also  to  carry  lumber  and  all  other  pos- 
sible commodities  to  all  coastwise  ports,  even  at  a  loss  until  normal  conditions 
have  been  restored.  It  has  been  urged  upon  us  that  the  immediate  and  maximum 
use  of  the  great  fleet  of  the  Shipping  Board  would  undoubtedly  hasten  the  return 
of  normal  conditions.  The  thought  of  Idleness  of  men  or  of  Idleness  of  vessels, 
or  of  any  national  facilities  is  repugnant  at  the  present  time. 

Would  it  be  possible  for  you  to  estimate  the  resulting  loss  to  the  Shipping 
Board  by  a  reduction  in  water  rates  sufllcient  at  least  to  insure  the  fullest  use 
of  Its  fleet  during  the  present  emergency?  If  this  figure  Is  not  disproportionate 
In  your  Judgment  to  the  nation-wide  benefits  accruing,  and  if  the  result  of  the 
entire  year's  business  of  the  Shipping  Board  would  still  promise  a  comfortable 
profit,  are  not  steps  of  this  nature  worthy  of  your  present  consideration? 
Very  truly,  yours, 

WiLiAM  M.  Caldeb, 

CJiainnan, 

(Whereupon,  at  5  o'clock  p.  m.,  an  adjournment  was  taken  to 
Wednesday,  July  21, 1920,  at  3  o'clock  p.  m. ) 
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WEDNESDAY,  JULY  21,  1920. 

United  States  Senate, 
Select  Committee  on  Keconstruction  and  Production, 

New  York  City,  N.  Y. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p  m.,  in  room  1G05, 
the  Engineering  Societies  Building,  at  29  West  Thirty-ninth  Street, 
Senator  William  M.  Calder  presiding. 

The  Chairman.  The  committee  will  be  in  order.  Mr.  J.  F.  McGee, 
State  fuel  administrator  of  Minnesota,  was  subpoenaed  to  appear 
before  this  committee  in  order  that  we  may  obtain  from  him  in- 
formation as  to  the  conditions  of  the  coal  situation  in  the  Northwest. 

This  committee  understands  that  Mr.  McGee  has  been  in  Wash- 
ington and  has  been  keeping  in  close  touch  with  developments. 

After  Mr.  McGee's  testimony  has  been  obtained,  we  will  hear 
from  Mr.  William  H.  Groverman,  who  held  the  position  during  the 
war  of  district  representative  of  the  United  States  Fuel  Adminis- 
tration, and  who,  this  committee  understands,  has  been  in  Wash- 
ington representing  the  interests  of  the  Dock  Association  of  the 
Northwest,  which  association  is  allied  with  the  coal  operators. 

Mr.  McGee,  will  you  ffive  the  stenographer  your  full  name  ? 

Mr.  McGee.  John  F.  McGee. 

The  Chairman.  And  your  address? 

Mr.  McGee.  Minneapolis,  Minn. 

STATEMENT  OP  MB.  JOHN  F.  M'OEE,  STATE  FUEL  ADMIHISTBATOB 

OF  MINNESOTA,  MINNEAPOLIS,  MINN. 

■ 

The  Chairman.  Mr.  McGee,  you  are  now  fuel  administrator  of 
the  State  of  Minnesota,  I  believe,  and  have  been  in  Washington 
in  connection  with  the  coal  situation.  Do  you  represent  any  other 
State,  and  by  what  authority  ? 

Mr.  McGee.  South  Dakota,  by  authority  of  the  governor,  who 
wired  me  at  Washington  to  represent  South  Dakota.  I  might  say 
that  all  the  coal  that  goes  there  goes  into  the  same  pile. 

The  Chairman.  Do  you  represent  any  other  States?  Do  you 
represent  any  other  States  besides  Minnesota? 

Mr.  McGee.  Not  by  specific  authority. 

The  Chairman.  Have  any  of  the  other  Northwestern  States  a 
<»al  representative  at  Washington  ? 

Mr.  McGee.  No  ;  but  that  probably  is  because  they  knew  that  Mr. 
Groverman  and  myself  were  there,  and  the  coal  that  goes  up  goes  into 
the  same  piles  for  the  five  States,  so  the  others  are  represented  when 
we  are  there.  They  are  all  represented  when  one  is  there,  because 
if  you  succeed  in  getting  coal  you  accomplish  the  purpose. 

25 
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The  Chairman.  Mr.  McGee,  we  have  understood  that  you  repre- 
sented the  Northwest.  You  directly  represent  Minnesota  and  South 
Dakota,  but  because  of  their  interest  and  others  being  the  same  you 
perhaps  really  represent  the  whole  section. 

Mr.  McGee.  WelL  in  effect  that  is  so. 

The  Chairman.  Do  you  know  what  is  the  average  annual  coal 
consumption  of  the  States  in  the  Northwest? 

Mr.  McGee.  I  can  tell  you  exactly.  The  last  normal  year — ^we 
always  go  back  to  that — is  1916. 

The  Chairman.  1916  ? 

Mr.  McGee.  Yes;  1916.  The  anthracite  receipts  are  the  Lake 
Superior  stocks,  which  include  Duluth,  Superior,  Ashland,  and 
Washburn,  were  1,607 

The  Chairman.  You  are  talking  now  of  soft  or  hard  coal?  I 
would  like  to  have  both. 

Mr.  McGee.  This  is  anthracite;  1,607,170  tons.  In  1917, 1,910,663 
tons;  1918, 1,759,172  tons.  In  1916  the  all-rail  shipments  into  Minne- 
sota were  42,656  tons;  in  1917,  28,826  tons;  in  1918,  2,046  tons. 

The  reason  I  limit  that  to  Minnesota  is  that  during  the  war  I  was 
fuel  administrator  of  Minnesota,  and  this  is  my  final  report,  and  I 
was  not  interested  in  other  States.  Anthracite  on  hand.  Lake  Su- 
perior docks,  April  1,  1916,  411,581  tons;  April  1,  1917,  16,654  tons; 
April  1,  1918,  1,371  tons. 

Total  anthracite  supply  head  of  lakes  for  season  of  1917,  including 
all  rail  into  Minnesota,  2,061,407  tons;  in  the  year  1917-18,  1,956,143 
tons;  in  the  ye^r  1918-19,  1,762,589  tons. 

Anthracite  receipts.  Lake  Michigan  docks,  in  1916,  1,405,462  tons; 
in  1917,  1,542,038  tons;  in  1918,  1,294,658  tons. 

Anthracite  on  hand  on  Lake  Michigan  docks,  April  1,  1916, 
172^554  tons ;  April  1,  1917,  37,655  tons ;  April  1, 1918,  487  tons. 

Total  anthracite  supply,  Lake  Michigan  docks,  season  1916-17, 
1,578,016  tons;  in  1917-18,  1,579,693  tons;  in  1918-19,  1,295,145  tons. 

Total  anthracite  supply  on  Lake  Michigan  and  Lake  Superior 
docks,  including  all  rail  shipments  into  Minnesota,  season  of  1916-17, 
3,639,423  tons ;  in  1917-18,  3,535,836  tons ;  in  191&-19,  3,057,734  tons. 

Mr.  Miller.  Tell  us  what  States. 

Mr.  McGee.  There  is  Wisconsin,  Minnesota,  North  and  South 
Dakota,  and  the  northern  peninsula  of  Michigan. 

The  Chairman.  So  that  the  supply  of  coal  you  have^  given  us  in 
that  last  record  is  the  supply  that  went  into  these  States? 

Mr.  McGee.  Yes,  sir;  all  the  anthracite. 

The  Chairman.  That  is  all  that  did  go  in? 

Mr.  McGee.  That  is  all  that  did  go  m.  I  have  given  you  the  all 
rail,  but  it  is  the  anthracite  that  went  in.  You  notice  the  all-rail 
were  small  shipments,  but  that  does  not  go  on  any  longer. 

The  Chairman.  Were  there  some  small  all-rail  shipments  into 
these  other  States? 

Mr.  McGee.  Yes;  but  it  was  very  small.  It  has  been  very  diffi- 
cult in  recent  years  for  anthracite  to  come  in  all-rail.  The  situation 
is  too  congested.  It  has  practically  stopped.  There  is  now  no  such 
thing  as  all-rail  anthracite  shipments  into  those  States. 

The  Chairman.  Now,  you  are  going  to  give  us  the  quantities  of 
bituminous  coal  that  went  into  these  several  States  during — begin- 
ning 1916? 
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Mr.  McGee.  I  am  going'  to  give  you  first  what  went  to  the  Lake 
Superior  docks  and  tnen  what  went  to  the  Lake  Michigan  docks. 
That  would  be  the  Northwest,  and  does  not  include  Canada.  Mr. 
Groverman  can  give  you  Canada. 

The  bituminous  receipts,  Lake  Superior  docks,  1916,  and  these  are 
all  net  tons,  7,612,433  tons.  In  1917,  8,337,056  tons;  in  1918,  9,233, 
728tons. 

Now,  these  are  the  carry-overs:  Bituminous  on  hand,. Lake  Supe- 
rior docks,  April,  1916,  2,007,367  tons.  April  1,  1917,  864,082  tons; 
April  1, 1918,  1,525,509  tons. 

Total  bituminous  supply  head  of  the  Lakes  for  season  1916-17, 
9,619,800  tons.  In  the  year  1917-18,  9,201,138  tons;  in  the  year 
1918-19,  10,759,237  tons. 

Bituminous  receipts,  Lake  Michigan  docks  in  1916,  3,727,276  tons. 
In  1917,  3,543,087  tons;  in  1918,  4,320,285  tons. 

Bituminous  on  hand.  Lake  Michigan  docks,  April  1,  carry-over, 
1916, 401,894  tons.  April  1,  1917,  129,573  tons;  April  1,  1918,  56,299 
tons. 

Total  bituminous  supply  Lake  Michigan  docks,  season  1916-17, 
il29,l70  tons.    In  1917-18,  3,672,660  tons;  in  1918-19,  4,376,584  tons. 

Total  bituminous  supply  on  Lake  Superior  and  Lake  Michigan, 
not  including  any  all-rail  shipments,  season  1916-17,  13,748,970  tons. 
In  the  year  1917-18,  12,873,798  tons;  in  the  year  1918-19,  15,135,821 
tons. 

That  does  not  ipclude  the  tonnage  of  the  United  States  Steel  or  of 
the  Milwaukee  Gas  &  Coke  or  the  Calumet  &  Hecla. 

Anthracite  receipts,  all  docks.  Northwest,  3,012,632  tons;  in  1917, 
3,452,701  tons ;  in  1918,  3,053,830  tons. 

Bituminous  receipts,  all  docks,  1916,  11,339,709  tons;  in  1917, 
11,880,143  tons;  in  1918,  13,554,003  tons. 

That  has  no  relation  to  all-rail  coal. 

The  above  statistics,  prepared  by  Mr.  Kussell,  of  the  Federal 
Trade  Commission,  who  was  attached  to  my  office  during  the  war, 
include  all  coal  brought  up  by  the  dock  companies,  and  there  should 
be  added  the  bitummous  tonnage  of  the  United  States  Steel  Co., 
which,  in  1916,  was  1,180,250  tons;  in  1917,  1,514,489  tons;  and  in 
1918,  1,310,153  tons,  making  the  bituminous  receipts  at  the  head 
of  Lake  Superior  in  1916,  8,792,683  tons;  in  1917,  9,851,545  tons;  in 
1918,  10,543,881  tons. 

That  does  not  include  the  receipts  at  the  Lake  Michigan  docks  at 
all,  or  the  Calumet  &  Hecla  supply,  or  the  Gas  &  Coke  Co.  supply. 

The  Chairman.  So  that  bituminous  shipments  into  the  States 
usually  termed  the  Northwest,  when  you  discuss  coal  as  I  understand 
it,  include  Minnesota,  the  two  Dakotas,  Wisconsin,  and  the  northern 
half  of  Iowa  and  northern  peninsular  of  Michigan. 

Mr.  McGee.  Yes ;  the  northern  part  of  Iowa  and  a  part  of  Michi- 
gan. 

The  Chairman.  Total  about  15,000,000  tons. 

Mr.  McGee.  Well,  that  would  not  be  correct.  Mr.  Groverman,  I 
flunk,  will  be  able  to  give  you  absolutely  the  other  figures  there ;  that 
18,  for  that  Milwaukee  supply.  It  has  its  own  cars  and  mines,  and 
80  <m,  and  the  Calumet  &  Hecla. 

The  Chairman.  Those  figures  do  not  include  the  all-rail  ship- 
meotet 
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Mr.  McGee.  They  do  not. 

The  Chairman.  And  you  have  not  got  those  figures  ? 

Mr.  McGee.  Yes ;  I  have  some  of  the  all-rail  shipments.  The  best 
figures  I  have  been  able  to  obtain  as  to  the  movement  of  all-rail 
bituminous  coal  into  Minnesota,  furnished  by  Dr.  F.  C.  Honnold, 
district  representative  at  Chicago,  according  to  his  statement,  between 
April,  1917,  and  March,  1918,  both  inclusive,  2,534,533  tons  went  in. 
All-rail  bituminous  coal  to  the  State  of  Minnesota,  of  which  1,673,514 
tons  were  commercial  coal  and  861,019  tons  railroad  fuel.  Between 
April,  1918,  and  April  1,  1919,  Minnesota  received  2,446,900  tons  of 
bituminous  coal,  all-rail,  from  Illinois  and  Indiana,  of  which 
1,869,150  tons  was  commercial  and  577,750  tons  railroad  fuel. 

The  total  I  have  not  got  for  the  other  States,  because  I  was  not 
interested  in  them. 

The  Chairman.  So  that  you  can  not  give  us  the  exact  figures  for 
the  all-rail  coal  into  fliose  other  States  If 

Mr.  McGee.  I  can  before  I  leave  town,  because  in  my  suit  case 
I  have  the  figures  of  last  year. 

Now,  are  the  needs  of  the  Northwest  greater  this  year  than  last 
year,  and  how  much  greater? 

Mr.  McGee.  I  thinS  so.  I  think  the  requirements — you  see,  there 
are  about  6,000,000  tons  that  go  up  to  that  region,  moves  into  Canada, 
and  we  have  a  long  border  there ;  you  can  hardly  call  it  Canada.  We 
have  our  industries  at  St.  Francis,  across  the  river,  at  any  rate, 
there;  the  Ontario  Power  Co.  and  paper  company  juses  150,000  tons. 
That  is  a  Minneapolis  concern.  That  makes  the  print  paper  that 
supplies  60  newspapers  in  the  Mississippi  Valley  clear  to  New 
Orleans. 

The  Chairman.  They  are  all  on  the  Canadian  side? 

Mr.  McGee.  Yes;  and  are  also  on  the  American  side.  I  suppose 
they  use  the  pulp  without  having  to  pay  duty. 

The  Chairman.  And  they  have  been  supplied  with  coal  from  the 
American  side  through  the  Northwest? 

Mr.  McGee.  Yes,  sir ;  always  have  been. 

The  Chairman.  Is  there  any  other  cause  for  the  increased  demand 
this  year  except  these  industries  that  you  refer. to? 

Mr.  McGee.  Of  course,  that  country  is  developing  remarkably. 
The  lands  are  opening  and  the  ranges.  We  send  down  between  60 
and  70  per  cent  of  the  iron  ore  of  America  and  nearly  40  per  cent 
of  all  mined  in  the  world  from  that  region,  and  the  country  is  de- 
veloping remarkably.  The  farms  are  being  opened  up,  and  from 
those  five  States  you  get  45  per  cent  of  all  the  foodstuffs  of  America. 
We  feed  you  people  down  here  and  furnish  your  industries  with 
iron. 

The  Chairman.  Now,  what  are  the  natural  sources  of  supply  of 
coal  for  the  States  to  which  you  have  been  referring? 

ifr.  McGee.  The  Northwest  must  get  its  coal  by  water  beyond 
what  we  can  get  in  all-rail,  and  it  must  get  that  coal  within  the 
season  for  open  navigation.  In  that  it  differs  from  other  sections 
of  the  country.  Ordinarilv — if  you  would  be  interested  in  having 
it  in  the  record,  I  think  \  have  something  here  gotten  up  by  the 
(rovernment  authority,  compiled  by  Col.  Pope,  that  gives  the  open- 
ing and  closing  of  lake  ports  from  1871  to  1919,  and  it  is  rather 
suggestive,  some  of  the  closing  dates  as  early  as  November  24. 
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The  Chairman.  And  the  opening. 

Mr.  McGee.  The  opening,  back  in  1871,  on  the  6th  of  April.  In 
1872,  March  9,  but  in  later  years  it  runs  April  27,  April  21,  April  17, 
Am-il  10,  April  22,  April  26. 

The  Chairman.  So  that  there  are  about  four  to  five  months  each 
year  when  the  Lakes  are  closed  ? 

Mr.  McGke.  Absolutely;  and  the  country  enveloped  in  an  Arctic 
winter.  I  have  seen  the  thermometer  54°  below  zero,  and  we  have  to 
have  that  coal,  and  it  has  to  be  accumulated  there  in  that  period, 
for  the  moment  navigation  closes  you  will  notice  that  then  all  the 
equipment  that  has  moved  coal  to  tlie  Lake  Erie  ports  for  the  North- 
west is  turned  to  other  parts  of  the  country,  and  they  have  it  ex- 
clusivelv  until  the  next  spring. 

The  Chairman.  The  rail  shipments  to  the  Lake  Erie  ports? 

Mr.  McGee.  Yes,  sir. 

The  Chairman.  Now,  where  does  the  North  wast  ^et  its  coal  from  ? 

Mr.  McGee.  It  gets  it  from  West  Virginia,  Ohio,  Pennsylvania, 
and  Kentucky,  via  Lake  ports. 

The  Chairman.  Just  tnrough  what  channels  does  that  coal  come 
from  Indiana  and  Illinois? 

Mr.  McGee.  It  moves  up  by  rail. 

The  Chairman.  Practically  all  the  Indiana  and  Illinois  coal  is 
moved  all  rail. 

Mr.  McGee.  It  is  all? 

The  Chairman.  All. 

Mr.  McGee.  All,  absolutely. 

The  Chairman.  Now,  the  coal  from  Ohio  and  West  Virginia 
and  Pennsylvania. 

Mr.  McGee.  Is  all  water-borne  coal. 

The  Chairman.  And  that  goes  to  what  lake  ports? 

Mr.  McGee.  To  the  Lake  s^rie  ports — Sandusky,  Cleveland,  and 
all  the  Lake  Erie  ports — and  our  anthracite  goes  from  the  ports  of 
Buffalo  and  Erie. 

The  Chairman.  Mr.  McGee,  could  vou  tell  the  committee  what 
proportion  of  the  coal  is  moved  through  the  Lakes  and  what  all  rail 
to  the  Northwest? 

Mr.  McGee.  Yes.    Well,  Mr.  Groverman  could  tell. 

The  Chairman.  You  did  not  have  those  figures,  that  is  so.  You 
will  get  those  and  put  them  in  your  testimony? 

Mr.  McGee.  Yes :  Mr.  Groverman  will. 

The  Chairman.  Have  you  any  idea  what  tonnage  of  coal  mined  in 
this  country  is  shipped  into  Canada? 

Mr.  McGee.  I  have  not,  but  I  understand  that  of  the  coal  that 
moves  to  the  Northwest  something  like  6,000,000  tons  goes  into 
Canadian  ports. 

The  Chairman.  You  do  not  know  whether  that  is — whether  that 
is  the  total  shipment  ? 

Mr.  McCtee.  Into  Canada  ? 

The  Chairman.  Yes;  from  the  United  States. 

Mr.  McGee.  I  assume  that  it  is  not.  That  is  sent  simply  as  water- 
borne  coal  that  goes  up  the  Lakes. 

The  Chairman.  You  have  not  those  figures  available,  at  anv 
rate? 

Mr.  McGee.  No. 
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Mr.  Groverman.  I  would  suggest  that  you  can  get  them  from  the 
fuel  administrator.    They  had  them  all  when  I  was  with  them. 

The  Chairman.  Do  you  know  through  what  channels  the  Ca- 
nadian coal  goes,  that  goes  via  the  Lake  ports? 

Mr.  McGee.  You  mean  the  6,000,000  that  goes  up  ? 

The  Chairman.  Yes. 

Mr.  McGee.  It  goes  from  the  Lake  Erie  ports. 

Mr.  Groverman.  It  goes  to  Port  Arthur  and  Port  William  Henry, 
and  all  ports  along  the  Canadian  side. 

The  Chairman.  Is  there  not  some  movement  of  coal  up  through 
the  Delaware  &  Hudson  ? 

Mr.  Groverman.  That  is  an  eastern  movement,  all  rail. 

The  Chairman.  Have  you  any  idea  of  the  amount  of  coal  that 
goes  up  through  the  Delaware  &  Hudson  ? 

Mr.  Groverman.  I  have  not  an  idea,  but  I  did  have  those  figures 
when  I  worked  out  our  program  for  the  fuel  administration. 
There  is  a  lot  of  coal  that  goes  up  to  Canada,  but  just  how  much, 
I  don't  know,  and  I  think  it  has  hardly  increased  this  year  over 
what  it  was  in  any  year. 

The  Chairman.  We  can  get  those  figures  ? 

Mr.  Gro\'erman.  You  can  get  those  from  the  custodian  of  the 
port.    There  is  a  record  kept  of  every  car  that  moves  over  that  bridge. 

The  Chairman.  Have  you  any  idea  of  the  Canadian  coal  produc- 
tion? 

Mr.  McGee.  I  have  not.  I  would  not,  of  course,  come  in  contact 
with  that. 

The  Chairman.  Nor  do  you  know  where  that  Canadian  coal  is 
mined  ? 

Mr.  McGee.  I  do  not,  except  that  I  know  generally  that  they 
mine  considerable  coal  in  Nova  Scotia  and  other  parts  of  Canada, 
but  I  am  not — I  have — I  found  enough  to  do  during  the  war  to  look 
after  the  coal  situation  on  this  side. 

The   Chairman.  Mr.   McGee,  have   you   any  knowledge  of   the 

2uantity  of  coal  shipped  to  western  Canada  from  eastern  Canada, 
!anadian  coal? 

Mr.  McGee.  No  ;  I  have  not. 

The  Chairman.  Do  you  know  of  any  ocal  that  comes  from 
British  Columbia  to  the  Canadian  country? 

Mr.  McGee.  I  do  not. 

The  Chairman.  And  you  have  no  knowledge,  then,  of  the  total 
Canadian  coal  exports? 

Mr.  McGee.  No. 

The  Chairman.  Do  you  know  whether  Canada  has  established 
anv  restrictions  against  exporting  coal  to  this  country  ? 

Mr.  McGee.  I  do  not. 

The  Chairman.  You  have  never  heard  of  it? 

Mr.  McGee.  I  have  never  heard  of  it.  Mr.  Groverman  would  be 
more  apt  to  know  that  than  I,  from  his  connection  with  the  coal 
business  the  year  round,  from  year  to  year. 

The  Chairman.  We  had  some  testimony  here  yesterday  indicating 
that  Great  Britain  has  established  restrictions  against  the  exporta- 
tion of  coal  from  England. 

Mr.  McGee.  Well,  within  10  days,  since  I  have  been  in  Washing- 
ton, I  got  there  two  weeks  ago  to-day,  that  she  relaxed  her  restric- 
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tions  in  favor  of  South  American  countries,  and  allowed  the  export 
of  coal  from  certain  districts  of  Wales  to  certain  South  American 
States. 

The  Chairman.  Have  you  any  knowledge  whether  any  coal  comes 
to  this  country  ? 

Mr.  McGee.  I  have  not. 

The  Chairman.  The  committee  has  been  informed  that  we  do  ship 
a  great  deal  of  coal  into  Canada,  and  that  Canada  ships  her  coal 
abroad  rather  than  in  exchange  with  us. 

Mr.  McGee.  I  have  heard  that. 

The  Chairman.  You  have  no  information,  then,  about  the  Cana- 
dian export  of  coal  or  how  much  comes  to  this  country  ? 

Mr.  McGee.  No;  except  I  heard  generally  that  they  were  export- 
ing coal  from  eastern  Canada.  That  was  simply  based  upon  news- 
paper reports  and  talk  around  Washington,  x  ou  can  hear  almost 
anvthinff  around  Washington. 

The  Chairman.  Mr.  I^Gee,  from  your  knowledge  of  the  coal  sit- 
uation, you  must  have  a  good  deal  of  it,  dealing  with  this  subject  in 
recent  years,  do  you  believe  that  there  is  ample  coal  deposits  m  this 
country  for  our  needs? 

Mr.  McGee.  I  have  no  question  about  it ;  not  a  particle. 

The  Chair3ian.  Is  there  ample  producing  capacity  in  existing 
mines? 

Mr.  McGee.  I  have  no  doubt  of  it,  if  they  do  not  break  it  down 
and  destroy  it  by  an  inadeqiiate  car  supply.  I  can,  if  it  interests  you, 
say  that  in  1917  I  went  to  Washington,  before  there  was  a  Fuel  Ad- 
ministration. Then  the  railroads,  the  transportation  companies 
of  the  country  were  directed  in  a  sort  of  a  way  by  a  committee  of 
railroad  presidents. 

I  had  with  me  the  report  of  the  preceding  June  of  the  Federal 
Trade  Commission  on  the  railroad  situation  of  the  country,  and  that 
was  based  upon  the  testimony  of  something  over  100  witnesses,  and 
the  Federal  Trade  Commission  reached  a  conclusion  that  the  car  sup- 
ply  was  at  a  very  low  ebb. 

We  had  a  rather  exciting  session.  Senator  Nelson  and  Senator  Kel- 
logg participated  in  it  to  some  extent,  and  Mr.  Rea — I  told  him  his 
railroad  had  broken  down.  He  was  about  as  indignant  a  gentleman 
as  I  have  seen  in  some  time  and  did  not  take  any  stock  in  it,  but 
they  finally  in  a  sort  of  informal  waj  agreed  if  I  would  go  west  to 
Cleveland  and  investigate  the  situation  and  come  back  and  report, 
that  my  statement  would  be  taken.  I  went  there,  and  one  statement 
made  in  Washington  was  that  within  certain  dates  in  1916  the  rail- 
roads moved  so  many  million  tons  of  coal.  Within  the  same  dates  in 
1917  thev  moved  so  many  more  million  tons  of  coal.  Well,  I  supposed 
they  did.  I  had  not  anv  wav  of  contradicting  it.  I  went  west  to 
Cleveland  and  got  together  the  boat  transportation  companies,  and 
the  rail  transportation  companies,  and  the  operators  in  the  exchange 
room  of  the  Lake  Erie  bituminous  coal  pool,  and  I  told  them  that  I 
had  come  from  the  worst  case  of  buck  passing  that  I  had  ever  wit- 
nessed, and  that  I  had  a  reporter  present  and  we  were  going  to  see 
how  much  buck  passing  would  be  done  there  and  who  did  it. 

We  started  in,  and  tne  result  of  that  meeting,  in  the  first  place — 
take  that  statement  in  regard  to  the  improvement  of  the  movement 
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of  coal  in  1917  over  1916 — Mr.  Colby,  I  suppose  you  know  him,  vice 
president  and  general  manager  of  the  Lake  Superior  Steamship  Co., 
he  said  that  that  statistician  who  got  up  that  statement  did  not  tell 
you  that  his  1916  period  covered  a  strike,  when  they  were  not  moving 
coal,  and  they  were  comparing  it  with  a  period  in  1917  when  there 
was  no  strike. 

Now,  that  is  the  situation  I  met.  You  can  not  get  railroad  men 
to  admit  that  they  are  not  efficient.  If  you  are  interested  in  the  car 
supply,  I  will  give  you  a  little  information  here  from  my  report 
[reading]  : 

The  writer,  with  Senators  Nelson  and  Kellogg,  attended  several  sessions  of 
the  executive  committee  mentioned  above.  It  was  found  very  difficult  to  fix 
responsibility  for  the  failure  to  move  the  usual  supply  of  coal  to  the  Northwest. 
The  railroads  strenuously  insisted  that  their  skirts  were  clean,  and  that  the 
responsibility  for  existing  conditions  rested  upon  the  lake  shipping  companies, 
who,  it  was  claimed,  were  refusing  cargo  space  for  the  nxovement  of  coal  to  the- 
Northwest. 

It  was  intimated,  if  not  directly  charged  by  the  railroads,  that  the  freight 
rate  on  iron  ore  down  the  Lakes  was  so  high  that  it  was  more  profitable  to 
confine  the  use  of  the  ore  boats  to  the  movement  of  iron  ore  down,  retuming^ 
light  to  the  head  of  the  Lakes.  This  the  Lake  shipping  companies  indignantly 
denied  and  countered  with  the  charge  that  the  fault  was  entirely  with  the 
railroad  transportation  companies,  and  it  was  alleged  that  the  railroads  had 
neglected  the  coal  fields,  stripped  them  of  the  large  mogul  engines  and  hopper- 
bottom  cars,  taking  both  to  their  main  lines,  filling  the  hopper,buttom  cars  with 
slag  and  cinders  to  make  a  bed,  In  order  that  structural  Iron  and  steel,  which, 
being  njore  profitable  commodities  to  transport  than  coal,  might  be  moved  at  the 
expense  of  coal. 

Another  reason  advanced  at  both  Washington  and  Cleveland  why  coal  was  not 
moving  to  the  Northwest  was  that  northwestern  dealers  had  not  placed  con- 
tracts for  a  supply  of  coal,  and  that  coal  could  not  move  until  such  contracts 
wer  placed.  By  wire  this  situation  was  cleared  up  at  once,  and  a  showing  made 
that,  starting  In  February  and  March,  1917,  efforts  were  made  to  place  contracts 
for  millions  of  tons  of  coal  without  success. 

The  report  of  the  Federal  Trade  Commission  to  Congress  of  date  June  20,. 
1917,  was  presented  at  the  meetings  mentioned.  After  a  very  extended  Investi- 
gation the  Trade  Commission  found  that  the  condition  that  existed  was  produced 
by  a  breaking  down  of  the  railroad  transportation  systems  in  the  coal  fields. 
This  finding  of  the  Trade  Commission  was  challenged  and  denounced  bitterly 
by  the  presldent-i  of  certain  railroads  operating  In  the  coal  fields. 

Until  some  time  In  September,  1916,  the  railroads  seem  to  have  been  able  to 
furnish,  and  did  furnish,  100  per  cent  car  supply  to  the  mines,  but  beginning 
with  October  1,  1916,  and  continuing  through  the  year  1917,  there  occurred  a 
practical  collapse  of  the  railroad  systems  in  the  coal  fields. 

The  condition  from  October  1,  1916,  to  the  30th  of  June,  1917,  is  covered 
by  tlie  report  of  the  Federal  Trade  Commission  above  mentioned.  About  the 
facts,  there  can  be  no  question.  This  Is  shown  In  the  Pittsburgh  district  by 
the  following  statement  covering  all  railroads  moving  coal  therein,  showing  the 
number  of  cars  the  mines  were  entitled  to  dally  by  their  car  rating,  the  num- 
ber actually  furnished,  and  the  percentage  of  the  latter.  October,  1916,  total 
car  rating  53,594.    The  cars  they  received,  33,794,  or  63.1  per  cent. 

The  Chairman.  What  year  was  that? 

Mr.  McGee.  That  was  in  1916,  beginning  October  1.  November^ 
61,6i87,  of  which  they  received  30,005,  or  58.1  per  cent.  December 
thev  were  entitled  to  49,181,  received  26,728,  or  54.3  per  cent, 

January,  1917,  they  were  entitled  to  53,667,  of  which  they  received 
27,914,  or  52  per  cent. 

I  might  read  it  down  [reading]  : 

February,  45.5  per  cent;  March,  49.9  per  cent;  April,  51.2  per  cent;  May, 
53.6  per  cent;  June,  68.4  per  cent.  Total,  October  1,  1916,  to  June  30,  1917,  they 
were  entitled  to  496,442  cars,  and  they  received  268,009  cars,  or  54  per  cent. 
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Turning  to  the  principal  railroads  from  October  1,  1916,  to  June  30,  1917,  the 
Penns^ivania  Railroad,  supposed  to  be  one  of  the  best  managed  in  the  worlds 
on  Its  Monongahela  division  furnished  the  mines  served  by  it  only  38.4  per 
cent  of  the  number  of  cars  to  which  they  were  entitled  dally  by  their  car 
rating.  OThat  is,  during  the  period  mentioned  instead  of  furnishing  64,791 
cars  it  furnished  only  24,890. 

The  Chairman.  You  have  been  reading  the  percentages  of  require- 
ments to  carry  coal.  Was  that  caused  by  the  lack—^y  a  decrease 
in  the  number  of  available  cars  or  through  the  increased  demand  for 
cod? 

Mr.  McGeb.  Well,  what  was  accomplished  was  this,  that  they  had 
found  it  more  profitable  to  take  those  hopper-bottom  cars  and  fill 
th^n  with  sla^  and  cinders  and  make  a  oed,  and  move  steel  and 
other  commodities  taking  a  higher  freight  rate  than  to  move  coal 
to  the  Lake  Erie  ports. 

The  Chairman.  And  your  inquiry  into  the  matter  rather  demon- 
strated that  that  was  so  ? 

Mr.  McGee.  Well,  I  never  heard  it  denied. 

The  Chairman.  At  any  rate  there  were  fewer  cars  available  than 
there  were  before,  and  in  addition  to  that  there  was  an  increased 
demand  for  coal  ? 

Mr.  McGee.  There  certainly  was.  Incident  to  the  war  there  was 
a  verj'  largely  increased  demand.  For  instance,  the  Pittsburgh  & 
Lake  Erie  during  the  same  period  furnished  only  46.2  per  cent  of 
the  number  of  cars  that  the  mines  served  by  it  were  entitled  to — 
instead  of  furnishing  186,737  cars,  it  furnished  onlv  86,222.  The 
Pittsburgh,  Cincinnati,  Chicago  &  St.  Louis  during  the  same  period 
furnished  57.9  per  cent.  That  is,  instead  of  furnishing  132,778  cars 
it  furnished  76,880  cars. 

In  the  first  week  in  September,  1917,  the  coal  tonnage  from  the 
Lake  Erie  coal  fields  fell  off  245,000  tons  from  the  week  before.  An 
inquiry  as  to  the  reason  brought  the  immediate  response  that  the 
Chesapeake  &  Ohio  Railroad  had  collapsed. 

The  Chairman.  Does  this  same  condition  of  affairs  regardinff  the 
supply  of  coal  cars  to  carry  the  coal  to  your  country  still  exist? 

Mr.  McGee.  It  does,  and  that  is  the  only  difficulty,  but  you  talk 
to  the  coal  men,  and  they  will  always  talk  about  increased  produc- 
tion, and  you  would  think  they  were  talking  about  the  increased 
production  of  coal.  They  are  talking  of  cars.  That  is  the  funda- 
mental difficulty.  You  increase  the  supply — ^the  car  supply  and  the 
production  of  coal  will  follow  that  supply  up.  That  is  the  only 
difficulty.  Take  to-day,  there  is  a  35  per  cent  car  supply  to  the 
principal  mines,  the  large  producing  mines. 

At  the  mines  that  fumisn  the  coal  for  the  Northwest,  every  pound 
of  that  coal  is  contracted  for.  Mr.  Groverman  has  a  chart  here  that 
gives  the  amount,  the  date  of  the  contract,  the  amount  of  the  ton- 
nage, and  the  vendor  and  the  Sendee.  They  are  ready  to  ship,  but 
they  can  not  ship,  because  they  can  not  get  the  cars  to  move  the  coal 
from  the  mouth  of  the  mines  to  Lake  Erie  ports. 

I  know  of  one  place  in  Ohio,  at  Fairport,  where  to  keep  the  men 
busy,  they  dumped  the  coal  until  they  got  30,000  tons  lying  there  thut 
is  lleginnmg  to  smoke,  and  they  are  in  the  same  position  as  the  Mark 
Twain  Mississippi  steamboat,  if  they  used  the  steam  for  the  whistle^ 
it  would  prevent  the  boat  going  forward. 
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The  Chairman.  So  that  your  information  is  that  there  is  plenty 
of  coal  this  year,  plentiy  of  coal  can  be  obtained,  but  that  it  can  not 
be  moved  from  the  mines. 

Mr.  McGee.  They  say  that  the  production  from  the  mines  is  below 
these  other  years.  It  is  because  tnev  can  not  get  the  cars  to  move  it. 
There  is  no  auestion  about  the  coal  being  in  the  earth,  and  they  have 
the  force  to  move  it,  but  you  can  not  go  to  work  and  run  three  hours 
and  shut  down  the  mine  and  stop  the  wages  of  the  men,  and  that  is 
what  happens  when  they  load  the  last  car,  that  shuts  the  mine  and 
shuts  down  the  wages  of  the  men. 

It  breaks  down  tne  man  power  of  the  mine. 

The  Chairman.  So  that  from  your  statement  just  made  I  would 
assume  that  there  is  no  supply  of  coal  kept  above  the  surface  at  the 
mine? 

Mr.  McGee.  It  is  an  unusual  thing  to  store  bituminous  coal  at  the 
mine.  It  is  expensive  to  do  it.  They  throw  it  on  the  ground,  and 
if  you  have  to  take  it  up  again  it  adds  to  the  expense. 

In  practice  they  do  not  store  coal  at  the  mine,  so  that  the  minute 
the  last  car  of  the  day  is  loaded  down  goes  the  mine  and  off  ^oes  the 
wages,  and  when  that  is  kept  up  long  enough  the  men  drift  into 
other  lines  of  industry. 

The  Chairj^an.  How  much  shortage  is  there  in  your  part  of  the 
country  as  compared  with  last  year  ? 

Mr.  McGee.  Six  million  tons  asia£:ainst  the  same  day  last  year, 
and  getting  worse.  And,  remember  this,  that  the  time  is  pacing 
and  we  are  getting  to  August  fast,  and  that  deficit  is  increasing,  and 
the  lakes  freeze  up  at  a  certain  time,  and  then  there  is  no  moving 
of  coal  after  that. 

The  Chairman.  Have  you  any  information  as  to  whether  or  not 
there  is  a  coal  shortage  throughout  the  country  ? 

Mr.  McGee.  If  you  just  substitute  the  word  "car"  for  "coal." 
There  is  no  shortage — there  would  be  no  shortage  if  there  were  cars 
to  move  the  coal  to  any  section  of  the  country  except  New  England. 
You  can  get  through  that  bottle  neck  but  about  50  per  cent  of  the 
New  England  supply. 

The  Chairman.  Up  in  your  country  there  are  facilities  for  moving 
it  if  the  cars  would  carry  it. 

Mr.  McGee.  To  the  Lake  Erie  ports,  and  the  boats  would  carry  it 
up.  The  boat  capacity  is  double  the  amoimt  necessary.  There  is  no 
trouble  about  the  bottoms  to  carry  it  in.  The  difficulty  is  between 
the  mouth  of  the  mines  and  the  Lake  Erie  ports. 

The  Chairman.  Have  you  any  information  as  to  the  coal  shortage 
in  the  rest  of  the  country  ? 

Mr.  McGee.  No.  It  is  said  to  be  about  6,000,000  tons  in  New 
iOnffland.  And  here  is  something  that,  for  instance,  you  will  notice 
at  Cleveland,  that  utilities  will  have  to  close  down — electric  lighting 
plants.  People  that  look  at  things  superficially  will  say  that  is  the 
.^ause  of  a  shortage  of  coal.  It  is  not  anything  of  the  kind.  It  is 
l^caause  the  normal  supply  to  the  Northwest  is  not  movin«:,  because 
they  use  screenings,  and  they  make  screenings  from  the  lump  coal 
that  goes  up ;  and  if  the  6,000,000  tons  that  are  short  went  up  there, 
the  screening  from  it  would  be  running  the  public  utilities  of 
<Jleveland. 


RECONSTRUCTION  AND  PRODUCTION.  35 

The  Chairman.  A  witness  testified  here  yesterday  that  unless 
something  was  done  to  relieve  the  situation  in  New  England,  that 
while  it  might  be  possible  to  keep  the  utilities  ^oing,  that  other  in- 
dustries would  shut  down.  Do  the  same  conditions  prevail  in  your 
country? 

Mr.  McGee.  We  would  be  worse  off,  because  New  England  can  get 
coal,  and  we  can  not.  God  Almighty  leaves  the  ocean  open  every 
day  in  the  year,  but  freezes  the  waterways  to  the  Northwest.  There 
are  dock  companies  at  the  head  of  the  L^kes — ^24  of  them — and  thev 
amtract  for  tne  whole  supply  and  had  their  contracts  mad&  in  March 
and  April  of  this  year.  As  I  understand  it  in  New  England,  it  is 
not  the  same  situation. 

As  I  understand  it,  they  are  going  to  make  an  order  similar  to 
order  No.  10,  made  yesterday.    Perhaps  you  have  seen  it. 

The  Chairman.  1  have  not  seen  it  yet.  I  was  going  to  ask  you 
about  that  in  a  moment. 

Mr.  McGee.  It  is  practically  like  that  order  that  is  to  be  issued  in 
fiivor  of  New  England. 

The  Chaibman.  Have  the  railroads  in  your  country  any  coal 
stored? 

Mr.  McGee.  No,  sir ;  on  the  contrary,  I  have  had  several  telegrams 
fwHn  Mr.  Pennington,  president  of  the  Soo,  who  says  in  48  hours  he 
will  be  compelled  to  shut  down.  If  the  dock  companies  can  not  get  the 
coal  up  to  the  docks,  the  railroads  can  not  get  it  off  the  docks,  and  the 
docks  are  practically  emptv.  I  have  seen  photographs  of  them  swept 
as  clean  as  this  floor.  Tiie  railroads  depend  upon  the  dock  com- 
panies for  their  coal  that  is  taken  up  by  water.  They  get  what  coal 
thev  can  from  Illinois. 

Hie  Chairman.  Are  the  docking  facilities  on  the  Lakes  used  to 
transport  coal  into  Canada  ? 

Mr.  McGee.  Oh,  no.  You  mean  are  docks  on  Lake  Superior  and 
Lake  Michigan  ? 

The  Chairman.  Yes. 

Mr.  McGee.  Oh,  no.  The  coal  that  is  unloaded  on  to  those  docks 
is  loaded  on  to  cars  and  taken  to  the  interior. 

The  Chairman.  I  mean  are  the  docking  facilities  on  Lake  Erie 
used  to  ship  coal  to  Canada  ? 

Mr.  McGee.  To  the  extent  that  it  goes  up  to  the  Northwest,  some- 
thing like  six  or  seven  million  tons. 

The  Chairman.  Six  or  seven  million  tons  ? 

Mr.  McGee.  A  year ;  5[es. 

The  Chairman.  That  is  taken  at  Lake  Superior  and  Lake  Michi- 
gan for  your  consimiption,  but  is  there  not  some  coal  shipped  through 
the  Lakes  direct  to  Canada  ? 

Mr.  McGee.  Yes;  something  about,  as  I  understand  it,  about 
6^,000  tons,  that  goes  into  this  supply  of  the  Northwest. 

The  Chairman.  And  Canada  takes  6,000,000  tons  of  that? 

Mr.  McGee.  Yes;  of  that  northwestern  supply.  That  has  noth- 
ing whatever  to  do  with  the  fibres  I  read  you  here,  because  that  has 
nothing  to  do  with  the  Canadian  supply  or  the  United  States  Steel, 
or  the  Milwaukee  Gas  &  Coke,  or  the  Calumet  &  Hecla  supply. 

The  Chairman.  The  whole  difficulty  will  be  in  making  up  this 
6,000,000  diortage t     That  will  be  contmued,  will  it  not? 
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Mr.  McGee.  I  think  not.  I  think  that  will  be  made  up  and  New 
England  will  get  her  shortage  through  orders  Nos.  10  and  11.  I 
think  that  will  help  make  up  New  England's  shortage,  and  that  it 
will  go  into  that  tonnage.     I  do  not  see  how  it  can  help  doing  so. 

The  Chairman.  Just  explain  that  to  us. 

Mr.  McGee.  I  think  I  will  have  Mr.  Groverman  make  the  ex- 
planation, because  he  is  one  of  the  authors  of  it. 

The  Chairman.  Would  an  embargo  on  this  shipping  of  tidewater 
coal,  which  is  now  being  exported  at  the  rate  of  2,000,000  tons  per 
month  relieve  the  car  situation  so  that  the  cars  might  be  used  to  haul 
coal  to  the  Lake  ports?     Do  you  think  that  would  be  helpful? 

Mr.  McGee.  Well,  I  don't  know.  I  ordinarily  am  pretty 
positive  in  my  statements,  but  I  like  to  know  what  I  am  talking 
about.  Now,  I  had  o(jcasion  in  a  memorandum  I  prepared  the  other 
day  to  deal  with  that  subject.  I  think  that  that  is  a  subject  which 
would  have  to  be  treated  intelligently,  and  in  which  intelligent 
handling  would  have  to  be  used. 

In  a  memorandum  I  prepared  for  the  President  the  other  da^^  I 
said  that  if  the  exportation  of  coal  in  vessels  in  increasing  quantities 
tended  to  disrupt  economic  conditions  and  endanger  the  comfort  and 
health  of  millions  of  our  people,  that  that  question  ought  to  have  an 
immediate  and  thorough  investigation,  but  that  is  a  question  that  I 
have  not  examined  with  sufficient  thoroughness  to  enable  me  to  ex- 
press an  intelligent  opinion.  I  don't  know%  I  understand  we  send 
coal  to  Cuba  and  get  sugar  back  I  understand  that  we  send  coal 
to  Brazil  and  get  nitrates  back.  Those  we  have  to  have,  and  I  do  not 
know  what  our  commitments  abroad  are  or  what  our  relations  are 
with  foreign  nations  that  would  be  affected  by  that  embargo,  but  I 
think  personally  that  we  ought  to  come  pretty  near  looking  after  the 
United  States  first. 

The  Chairman.  You  think  that  is  the  first  duty  of  the  United 
States  ? 

Mr.  McGee.  Yes ;  I  do.  I  do  not  mean  to  take  any  narrow  view 
of  the  subject  at  all.  If  there  is  not  enough  to  go  around,  then  I 
think  we  ought  to  sort  of  look  after  our  interests  at  home. 

The  Chairman.  I  agree  with  you  on  that.    Have  you  studied  that 

fart  of  the  transportation  act,  Mr.  McGee,  that  apparently  gives  the 
nterstate  Commerce  Commission  authority  to  issue  an  embargo? 
Do  vou  think  they  have  the  right  to  do  it,  under  the  law  ? 

Mr.  McGee.  Well,  that  is  order  No.  10.  That  is  just  what  does 
move  the  coal.  Take  the  orders  like  No.  6  and  order  No.  7,  and  the 
modifications  of  it;  order  No.  9,  that  did  not  move  coal;  but  this 
moves  coal,  and  order  No.  10  moves  coal  if  the  railroads  will  execute 
it,  because  it  simply  says,  "  Mr.  Man,  you  load  so  much  for  the  Lakes," 
and  make  him  do  it.  If  he  does  not  do  it,  he  does  not  get  any  cars. 
It  means  business.  Of  course,  I  have  referred  to  assigned  cars ;  but 
coal  producers  absolutely  deny  the  power  of  the  Government  to  do  it 
and  have  resorted  to  injunctions  in  West  Virginia  a  few  days  ago, 
when  they  made  an  order  assigning  cars  for  railroad  fuel,  and  they 
are  litigating  the  validity  of  that  order  now.  This  is  a  more  effectual 
method  of  moving  the  coal.  It  would  move  it  absolutely,  because  if 
they  would  not  agree  to  move  the  coal  they  would  not  get  the  cars 
to  move  coal  in.    If  they  agree  to  load  100  cars  a  day  and  move 
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them  for  the  Lake  Erie  ports  or  for  New  England,  Lake  Erie  or 
New  England  would  get  100  cars  to  move  the  coal  in ;  but  there  are 
very  strong  arguments,  I  understand,  on  the  other  side. 

I  understand  that  recently — but  I  do  not  think  I  ought  to  say 
that;  it  is  a  rumor  in  Washington — that  the  White  House  was  no- 
tified by  a  gentleman  who  has  the  power  to  make  lots  of  trouble,  that 
if  an  order  assi^ing  cars  were  made  there  would  be  a  strike.  That 
is  the  talk  at  Washington. 

The  Chairman.  What  do  you  mean  by  assigning^cars? 

Mr.  McGee.  Assigning  so  many  cars  to  a  mine.  Then  those  cars  go 
there  right  along,  steadily. 

The  Chairman.  The  same  cars? 

Mr.  McGee.  Yes.  They  would  have  so  many  cars  a  day.  The  way 
it  is  now,  it  is  a  more  clumsy  method.  It  is  not  a  direct  and  efficient 
method.  It  is  not  a  case  of  assigned  cars,  because  the  coal  pro- 
ducers apparently  will  not  stand  for  that,  and  I  do  not  want  to  be 
understood  for  a  minute  as  saying  that*  there  is  not  another  side  to 
that  question  and  a  side  presenteaby  the  producers  and  the  miners, 
too.  Some  mines  have  not  contracts  to  ship  in  the  direction  the  coal 
would  have  to  move.  Those  mines  and  miners  would  be  idle  while 
the  coal  was  moving  in  the  direction  required,  and,  of  course,  that  is 
pretty  bad  on  the  mines  and  on  the  miners.  That  is  the  other  side 
of  it. 

The  Chairman.  Has  coal  usually  shipped  to  your  country  been 
diverted  to  manufacturing  industries  between  the  mines  and  the 
Lake  ports? 

Mr.  McGee.  Oh,  no ;  because  it  could  not  very  well  be  done.  The 
boats  go  up  there  with  10,000  tons  in  a  cargo,  and  you  can  not  very 
well  divert  it. 

The  Chairman.  I  know ;  but  at  points  between  the  mines  and  the 
Lakes,  Mr.  McGee  ? 

Mr.  McGee.  I  never  heard  of  it.    No^  sir ;  it  is  out  of  the  Question. 

Mr.  Groverman.  No;  never.  The  witness  testified  yesterday  that 
coal  contracted  for  New  England 

Mr.  McGee.  Goinjg  to  New  England? 

The  Chairman.  Gfeing  to  New  rlngland — ^was  sidetracked  and  that 
the  cars  were  used  for  storage  purposes  temporarily  until  better 
prices  could  be  obtained. 

Mr.  McGee.  You  can  do  that  with  coal  moving  in  cars,  and  there 
is  the  objection  to  it. 

The  Chairman.  Has  that  been  done  ?  Have  you  any  knowledge  of 
that  being  done  in  your  country  ? 

Mr.  McGee.  Oh,  no;  because,  you  see,  the  great  bulk  of  the  coal 
goes  by  water. 

The  Chairman.  It  has  to  move  from  the  mines  to  the  boats? 

Mr.  McGee.  I  see  what  you  mean,  between  the  mines  and  the 
Lake  Erie  ports  ? 

The  Chairman.  Yes. 

Mr.  McGee.  I  don't  know. 

Mr.  Groverman.  I  can  answer  that  definitely;  no.  It  is  never 
confiscated,  but  is  moved  direct  from  the  mines  to  the  vessel. 

The  Chairman.  By  the  railroads? 

Mr.  Groverman.  By  the  railroads  to  Lake  Erie  ports,  and  from 
there  dumped  into  the  vessel. 
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Mr.  McGee.  Of  course,  durinff  the  war  when  there  was  a  shortage 
at  the  mines  Gov.  Cox  threatened  to  seize  it  and  the  Government  told 
him  to  be  good,  and  I  do  not  think  it  took  place. 

The  Chairman.  In  your  opinion,  the  coal  operators  have  en- 
deavored to  live  up  to  their  contracts  with  the  people  in  the  North- 
west? 

Mr.  McGee.  The  coal  operators  have  contracts  and  I  think  you 
will  find  that  at  $3.50  to  $4  a  ton,  there  is  not  any  question  but 
that  they  are  anxious  to  get  the  means  of  moving  that  coal  to  desti- 
nation. There  is  no  complaint  against  them  that  they  have  not,  and 
they  are  ready  at  all  times  when  they  can  get  the  cars  to  move  their 
coal  contracted  for  the  Northwest  to  the  Northwest,  and  there  is  not 
a  complaint  against  them  on  that  score. 

The  Chairman.  Can  you  state  if  the  car  shortage  is  increasing? 

Mr.  McGee.  I  know  that  the  car  shortage  is  a  factj  a  genuine 
thing.  Go  down  to  the  Lak^  Erie  coal  fields  and  you  will  find  that 
out. 

The  Chairman.  A  great  many  people  sometimes  cry  "wolf"  to 
create  an  impression. 

Mr.  McGee.  At  the  mines  I  found,  in  1917,  dozens  of  instances 
of  written  records  of  car  supply  kept  at  the  mines  and  the  operators 
copied  them  and  sent  them  to  me  in  Cleveland  before  I  went  to 
Washington,  and  they  start  in,  "  One  hour,  no  cars ;  three  hours,  no 
cars ;  a  whole  day,  no  cars."  You  can  find  through  the  operators  of 
those  mines,  at  the  mines  from  their  books,  the  number  of  hours  each 
day,  each  week,  and  each  month  that  they  loaded  coal  and  the  hours 
and  days  and  weeks  that  they  did  not  load  coal  because  they  had 
no  cars  to  load  it  in.  There  is  no  question,  when  we  get  right  down 
to  it,  but  the  single  question  is  one  of  car  supply,  that  is  all. 

The  Chairman.  Mr.  McGee,  in  normal  times  does  the  delivery 
of  coal  commence  promptly  upon  the  opening  of  the  lake  ports,  and 
how  many  days  does  it  take  for  the  coal  traffic  to  reach  its  maximum, 
at  the  opening  of  traffic  ? 

Mr.  McGee.  My  own  understanding  is  that  when  the  iron  ore 
begins  to  move  down  the  coal  comes  back,  and  in  normal  times 
there  has  never  been  any  difficulty  whatever.  There  never  was  prior 
to  1917.  The  handling  of  the  coal  by  the  dock  companies  always 
has  been  very  satisfactory.  There  never  has  been  any  complaint  in 
the  Northwest,  and  no  contentions  between  the  dock  companies  who 
supply  the  coal  companies  and  the  people. 

The  Chairman.  So  the  vessels  that  are  at  Lake  Erie  ports,  they 
load  at  once  with  coal  for  the  Northwest? 

Mr.  McGee.  Some  of  them  do.  It  only  takes  half  of  them  to  do  it. 
Their  tonnage  is  double  the  amount  necessary  to  bring  up  the  whole 
supply.    All  the  tonnage  available  is  not  necessary. 

The  Chairman.  So  that  at  no  time  has  there  been  any  complaint? 

Mr.  McGee.  You  mean  the  water-transportation  part? 

The  Chairman.  Yes. 

Mr.  McGee.  I  never  heard  of  it;  never. 

Mr.  Groverman.  And  in  former  times  they  had  boats  tied  up  in 
Lake  Erie  filled  with  coal  and  waiting  for  the  ice  to  go  out  to  gtart. 

The  Chairman.  I  see.    Was  that  so  this  spring? 

Mr.  Groverman.  Not  this  spring. 
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Mr.  McGee,  The  rate  ordinarily  was  66  cents  a  ton,  but  the  rate 
has  never  held  up  the  coal  arrangement.  The  rate  on  iron  ore  was 
$1.10.   There  is  no  complaint  that  the  rate  was  unfair. 

The  Chairman.  The  committee  has  been  informed  that  there  was 
a  delay  of  a  month  this  spring  in  the  opening  up  of  traffic  from 
Lake  firie  ports  to  the  Northwest.    Is  that  so,  Mr.  McGee  ? 

Mr.  McGee.  Well,  I  should  say  there  was.  I  would  like  to  show 
you  that.  [To  Mr.  Groverman.]  Have  you  any  figures  of  those 
docks  there  ? 

Mr.  Groverman.  I  have  not  any  with  me. 

Mr.  McGee.  No.  The  docks  were  stripped  clean.  There  would 
not  have  been  any  delay  at  the  docks  if  we  could  get  it  there  at  the 
ports. 

The  Chairman.  That  delay  was  caused  by  what? 

Mr.  McGee.  By  not  getting  the  coal  to  the  boats  at  the  Lake 
Erie  ports.  If  they  got  it  to  the  boats,  they  would  get  it  up  there, 
but  Mr.  Groverman  has  been  since  last  spring  for  two  solid  months 
now  in  Washington  trying  to  get  the  coal  to  the  Lake  Erie  ports. 
Those  people,  of  course,  have  millions  and  millions  of  dollars  in- 
TKted  in  those  docks  there,  and  those  docks  are  empty. 

The  Chairman.  Have  you  heard  it  stated  that  the  dock  companies 
(fid  not  make  contracts  for  coal  early  this  spring? 

Mr.  McGee.  Here  are  the  dates  of  the  contracts.  That  is  a  com- 
mon, ordinary  lie  that  they  tell  each  year.  They  started  it  in  1917, 
and  I  got  the  contract  dates.  Mr.  Cushing  made  that  same  statement 
the  other  day  before  the  Interstate  Commerce  Commission,  and  Mr. 
Clark  called  his  attention  to  a  chart  showing  that  the  Northwest 
supply  was  contracted  for,  and  found  that  it  was  13,674,200  tons,  and 
be  had  the  mines  that  made  them,  the  dates  that  they  made  them  on, 
and  the  whole  business  complete.    Here  it  is. 

The  Chairman.  I  can  not  read  it.    It  is  too  fine  for  me. 

Mr.  Groverman.  Senator,  I  prepared  it,  and  I  can,  perhaps, 
read  it  off  most  readily,  but  here  are  the  names  of  the  dock  com- 
panies. Here  are  the  mines  that  are  operated,  with  the  dates  and 
the  location  of  those  mines,  the  tonnage,  and  the  dates  on  which  those 
contracts  were  made. 

The  next  part  of  this  page  is  the  mines  with  whom  these  dock 
companies  have  placed  contracts  and  the  date  of  the  contracts  and 
the  tonnage,  which  will  give  a  total  tonnage  of  those  24  docks  of 
about  24,000,000  tons.  Those  contracts  were  made  in  March,  April, 
and  May,  1920,  before  the  navigation  season  opened. 

The  Chairman.  March,  April,  and  May  of  this  year? 

Mr.  Groverman.  Yes,  sir.  This  is  all  from  company  tonnage  con- 
tracts submitted  to  me. 

The  Chairman.  Navigation  opened  about  the  1st  of  April? 

Mr.  Groverman.  Apru  20. 

The  Chairman.  Then  is  the  statement  true  that  coal  was  not  com- 
ing in  in  the  early  spring? 

Mr.  Groverman.  The  coal  could  not  move  because  there  were  not 
enough  cars  to  put  it  there.  The  coal  was  there  and  the  mines  were 
anxious  to  ship  it,  but  there  was  not  anything  to  put  it  in.  Each 
producing  mine  has  many  contracts  based  on  its  car  supply.  If 
your  production  is  going  to  be  1,000,000  tons  a  month,  you  will  give 
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your  contractors  their  pro  rata  of  the  cars  that  you  get.  You  can 
not  ship  to  only  one  man ;  if  you  did,  you  would  cut  yourself  down. 

All  lake  contracts  are  based  on  the  same  per  cent  of  cars.  For 
that  reason  we  did  not  get  and  have  not  got  up  to  this  minute  but  35 
per  cent  of  the  car  supply.  Therefore  our  percentage  of  lake  con- 
tracts has  been  less  than  if  we  had  80  per  cent  of  car  service.  Have 
I  made  that  clear? 

The  Chairman.  Yes. 

Mr.  McGee.  I  would  like  to  ask  Mr.  Groverman  this.  In  these 
meetings  that  were  held  in  \v  ashington  the  week  before  last  with  the 
railroads  present  represented  by  Mr.  Willard  and  others,  and  at  the 
meetings  which  were  held  for  two  or  three  days  in  New  York  last 
week,  did  any  railroad  executive  question  the  statement  that  there 
has  only  been  a  35  per  cent  car  supply  ? 

Mr.  Groverman.  Never. 

Mr.  McGee.  There  isn't  any  question  about  it. 

Mr.  Gron-erman.  I  want  to  explain  that  further,  when  we  get  into 
it,  Mr.  Chairman; 

The  Chairman.  All  right.  I  am  informed  that  the  coal  received 
on  the  docks  at  Duluth,  Sheboygan,  and  other  places  is  discharged 
there  to  the  extent  of  millions  of  tons  on  the  docks  ? 

Mr.  McGee.  That  is  so. 

The  Chairman.  And  is  distributed  from  there  by  rail  throughout 
the  year  by  the  various  coal  companies.  Are  these  identical  coal 
companies  or  branches  of  coal  operators  distributing  this  stored  coal  ? 

Mr.  McGee.  No.  My  understanding  is  this.  T  have  had  much  to 
do  with  that  during  the  war.  Anthracite  coal  moves  to  the  north- 
west on  consignment,  and  when  it  reaches  the  docks  it  is  the  prop- 
erty of  the  producing  companies.  The  dock  company  receives  so 
much  a  ton  for  unloading  it  and  handling  it  over  the  docks  and 
selling  and  collecting  for  it. 

Bituminous  coal  is  bought  by  the  dock  companies. 

But  your  information  is  correct  that  coal  is  received  on  the  docks 
and  it  is  stored.  It  has  to  be,  because  it  has  to  come  up  in  four  or 
five  months  and  lie  there  the  balance  of  the  year,  and  it  is  distributed 
from  the  docks  by  the  dock  companies  throughout  those  five  States 
or  throughout  those  six  States,  and  there  is  no  controversy  about  the 
distribution  of  it.  There  is  no  conflict  as  to  that,  and  you  do  not 
hear  of  any  complaints  against  the  dock  companies.  They  of  course 
did  not  have  any  during  the  war,  and  have  not  had  any  since  because 
the  Government  fixed  the  price,  fixed  the  dock  price  of  coal  and  of 
course  the  freight  was  fixed,  and  I  fixed  the  margin  at  which  re- 
tailers could  sell  and  the  administrators  in  the  various  States  fixed 
the  margin  at  which  the  retailers  could  sell.  There  was  no  con- 
troversy and  there  isn't  any.  There  is  no  conflict  between  the  con- 
sumers and  the  dock  companies. 

The  Chairman.  The  coal  supply  for  the  country  which  we  are 
discussing  is  stored  on  the  docks  and  it  is  not  moved  away  to  some 
other  place? 

Mr.  McGee.  No. 

The  Chairman.  It  is  taken  by  rail  from  the  docks  there  during 
the  entire  year? 

Mr.  McGee.  The  whole  year.  There  is  a  car  here,  and  a  car  there. 
It  goes  from  the  docks  direct  to  the  consumer,  but  the  railroad  com- 
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panics  purchase  their  supply,  their  railroad  fuel,  and  they  supply 
themselves  from  the  docks,  too. 

The  Chairman.  Are  the  coal  docks  on  Lake  Erie  congested  now, 
or  are  they  able  to  handle  all  the  coal  brought  there? 

Mr.  McGee.  I  do  not  think  there  is  any  congestion.  I  think  the 
reverse  is  true.  That  is,  they  can  not  get  the  coal  to  the  docks  for 
^ant  of  cars.  , 

The  Chairman.  When  you  appeared  before  the  Interstate  Com- 
merce Commission  some  weeks  ago,  did  you  ask  for  car  service 
order  No.  7  ? 

Mr.  McGee.  No;  that  was  issued  before  I  went  there.  Mr. 
Groverman  knows  about  that.    That  did  not  move  any  coal. 

The  Chairman.  That  did  not  improve  the  situation  at  all? 

Mr.  McGee.  No,  sir ;  it  did  not.  Order  No.  10  is  the  order  which 
we  asked  for. 

The  Chairman.  You  spoke  of  order  No.  10.  That  came  as  a  result 
of  the  conference  between  the  railroad  men  and  the  coal  operators? 

Mr.  McGee.  It  did.  They  got  together.  Mr.  Groverman  had, 
more  than  anyone  else,  to  do  with  that,  more  than  anyone  else  in 
preparing  it  and  it  is  the  result  of  that  coordination  of  the  efforts  of 
Iwth,  and  they  have  no  doubt,  the  coal  men,  that  they  can  carry 
out  their  part.  The  railroad  men  have  no  doubt  that  they  can  carry 
out  their  part.  Nobody  in  the  transaction  up  there  has  any  doubt 
that  the  coal  wiU  get  to  the  Northwest  and  to  New  England,  and  we 
have  no  reason  to  doubt  that  the  railroads  and  the  coal  producers 
4ire  going  to  do  everything  they  can.  That  is,  that  they  are  going 
to,  in  good  faith,  attempt  S^  execute  that  order.  We  look  for  it  and 
do  not  expect  anything  else.  There  is  nothing  on  which  to  base  the 
su^estion  that  they  are  not  going  to  do  their  full  duty. 

The  Chairman.  Why  could  not  an  order  of  this  kind  have  been 
issued  anyhow  ? 

Mr.  McGee.  It  could  have  been.  You  get  Mr.  Groverman  on  the 
grill,  and  get  his  correspondence  of  last  spring,  and  just  find  out 
why  these  things  could  not  have  been  done  two  tnonths  ago. 

The  Chairman.  It  was  lack  of  foresight  on  somebody's  part? 

Mr.  McGee.  It  could  not  have  been  foresight,  because  this  fur- 
nished the  foresight.    These  letters. 

The  Chairman.  Whom  Ho  you  attribute  the  difficulty  to  ? 

Mr.  McGee.  I  am  not  attributing  it  to  anybody.  Eead  the  letters: 
they  point  out  how  it  was  done,  during  1917,  1918,  and  1919,  ana 
the  means  taken  to  do  it  and  the  means  which  proved  effective 
for  that  purpose. 

The  great  difficulty  is — I  have  always  found  this — during  the 
war  I  had  a  good  deal  to  do  with  Washington,  both  as  fuel  adminis- 
trator and  commissioner  of  public  safety  and  as  military  commis- 
sioner, and  I  could  always  make  a  thing  move  until  it  got  down 
to  Washington  and  then  something  happened.  The  climate,  I  think, 
is  against  action.    It  is  too  far  into  the  Tro|)ics. 

The  Chairman.  Mr.  McGee,  what  was  a  fair  price  for  bituminous 
coal  before  the  war? 

Mr.  McGeb.  Mr.  Groverman  has  been  in  contact  with  that  question 
for  many  years  and  can  tell  you  exactly.  His  information,  coming 
from  a  coal  man,  will  mean  a  good  deal  more  than  it  would  coming 
from  a  lawyer  or  from  a  general-utility  man. 
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The  Chairman.  You  do  not  know,  then  ? 

Mr.  McGee.  No,  sir. 

The  Chairman.  What  was  the  price  during  the  war? 

Mr.  McGee.  Prices  changed  from  time  to  time,  and  every  time  they 
increased  wages  it  increased  the  price.  Mr.  Groverman  has  all  of 
that  information  and  he  can  give  it  to  you  exactly.  I  can  tell  you 
now  that  anthracite  nut  coal  is  selling  in  Minneapolis  at  $16.50  a  ton. 

The  Chairman.  To-day? 

Mr.  McGee.  Yes,  sir. 

The  Chairmani  Soft  coal? 

Mr.  McGee.  No  ;  anthracite  is  seUing  at  $16.50  a  ton ;  when  I  left 
there  it  was  selling  at  that  price — two  weeks  ago. 

The  Chairman.  What  is  the  price  for  soft  coal,  do  you  know  ? 

Mr.  McGee.  Well,  in  the  case  I  know  of — in  one  instance  men- 
tioned to  me  by  Mr.  Groverman— of  an  operator  who  gets  out 
20,000,000  tons  of  coal,  and  that  is  all  contracted  for,  I  tnink,  at 
$3.50  a  ton.  You  take  producers  that  have  their  coal  all  under  con- 
tract, and  you  will  find  it  runs  from  $3.50  to  $4  a  ton.  It  is  these 
snowbird  fellows  who  open  up  a  wagon  mine  and  load  up  a  car  and 
take  three  or  four  days  to  do  it,  who  take  their  time  filling  up  a  car^ 
while  a  standard  coal  operator  will  load  coal  in  five  minutes.  Those^ 
fellows  get  the  coal  out,  get  it  rolling,  go  from  one  broker  to  another 
to  sell  it,  and  use  the  cars  for  warehouses  while  they  are  performing- 
and  while  they  are  trjing  to  get  the  best  price  for  their  coal. 

A  letter  from  a  chap  in  my  city  of  Minneapolis  read  before  the 
Interstate  Commerce  Commission  the  other  day  offered  to  sell  bitumi- 
nous coal  for  between  $13  and  $14  a  ton  to  consumers. 

The  Chairman.  Has  there  been  much  complaint  of  that  from  your 
country  ? 

Mr.  McGee.  Of  what? 

The  Chairman.  Of  this  high  price  for  spot  coal — soft  coal? 

Mr.  McGee.  We  do  not  get  that  as  you  do  down  in  New  England^ 
You  see  our  coal  is  water-borne  coal  and  comes  up  under  contracts 
The  operators  have  fixed  relations  with  the  dock  companies,  and  it 
comes  up  from  year  to  year.  It  is  not  like  when  a  car  starts  for  New 
England  looking  for  a  purchaser. 

The  Chairman.  That  is  an  entirelv  different  condition? 

Mr.  McGee.  Entirely  different.  They  niay  have  it  to  some  extent^ 
not  very  much,  on  the  Illinois  and  Indiana  all-rail  coal. 

The  Chairman.  Mr.  McGee,  what  is  the  additional  charge  placed 
on  soft  coal  between  the  mines  and  the  point  at  which  the  coal  is 
stored  at  Lake  Superior  in  Michigan  ? 

Mr.  McGee.  The  rate  ? 

The  Chairman.  What  is  the  boat  rate  and  the  rail  rate?  What 
is  the  additional  amount  added? 

Mr.  McGee.  I  could  not  say  just  now.  It  shows  it  to  be — I  think 
the  rate  was,  during  the  war,  $1.25  from  the  mines  to  the  lake 
Erie  ports,  and  a  dumping  charge  of  15  cents  a  ton  for  the  soft 
coal  and  30  cents  for  the  anthracite.  A  55-cent  boat  rate  to  the 
head  of  the  Lakes.    Is  that  right,  Mr.  Groverman? 

Mr.  Groverman.  Yes;  only  I  think  that  your  charge  for  dumping 
soft  coal  is  too  high. 

Mr.  McGee.  You  included  in  it  a  commisson! 
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Mr.  Ghoverman.  Yes;  but  that  was  a  different  thing;  that  was 
for  collecting  the  coal. 

The  Chairman.  Have  you  any  idea  of  the  cost  of  mining  soft 
coal? 

Mr.  McGee.  I  have  not  any  idea;  but  the  Federal  Trade  Com- 
mission's producton  cost  shows  that. 

Mr.  Groverman.  I  have  a  statement  made  up  by  the  expert  of 
the  Fuel  Administration  on  costs,  with  which  1  happened  to  be  in 
consultation.  You  can  not  say  how  much  is  the  price  or  cost  of 
coal  unless  you  specify  the  exact  district,  because  conditions  are 
different. 

The  Chairman.  Do  you  think  the  export  of  coal  has  increased  the 
price  in  the  Northwest! 

Mr.  McGee.  I  think  that  it  will  affect  the  price  of  a  commodity 
like  coal  in  any  part  of  the  country.  I  have  not  any  doubt  about  it. 
I  have  a  letter  which  I  would  be  very  glad  to  show  you.  It  is  in 
my  suit  case,  but  I  would  be  very  glad  to  show  you  that  letter,  show- 
ing the  contracts  made  by  one  concern — that  is  the  concern  up  at 
Fort  Francis  there,  the  Ontario  Paper  Co. — for  150,000  tons.  They 
contracted  for  as  much  as  they  could,  and  that  coal  runs  up  to  $8 
or  $9  a  ton. 

The  Chairman.  Mr.  McGee,  this  committee  is  under  the  impres- 
sion that  the  high  prices  for  export  coal  that  are  being  paid  to-day 
increases  to  a  very  great  extent  tne  domestic  price  here.  What  do  you 
think? 

Mr.  McGee.  I  have  an  idea  that  it  does.  I  think  existing  condi- 
tions peculiar;  the  times  are  not  only  abnormal,  but  the  people  are 
abnormal.  They  are  affected  by  the  war,  iust  as  prices  are.  1  think 
they  are  price  crazv.  I  was  in  a  store  the  other  day  and  I  saw  a 
boy  just  being  dischar^d  from  the  Army.  He  was  getting  a  dol- 
lar a  day.  Hfe  was  buying  a  silk  shirt  that  cost  him  $16.50  and  had 
$1.85  war  tax  on  it.  Now,  he  thought  that  was  perfectly  normal  to 
pay  $19  for  a  shirt.  I  think  we  are  all  more  or  less  affected  by  what- 
ever the  war  brought  along  with  it. 

The  Chairman.  Mr.  McGee,  consumers  who  had  fully  contracted 
for  their  requirements  at  what  might  be  considered  a  normal  price 
have  found  themselves  unable  to  get  coal  on  their  contracts  at  their 
contract  prices,  but  they  have  found  that  they  are  able  to  obtain  coal 
by  paying  increased  prices. 

Mr.  McGee.  I  thinK  they  could  do  that  in  New  England  and  places 
like  that.  You  understand  that  coal  that  goes  to  the  Northwest  is 
contracted  for  by  the  producing  companies  with  the  dock  companies. 

The  Chairman.  Yes ;  you  testified  to  that. 

Mr.  McGee.  That  coal  is  there— 13,000,000  or  14,000,000  tons- 
ready  to  be  moved  at  the  moment  they  can  get  cars  to  move  it.  There 
is  no  question  about  that,  but  what  you  are  speaking  about,  and  I 
have  heard  of  it  in  the  East  here,  where  it  moves  all  rail,  that  they 
may  not  ship  it  under  their  contract,  but  they  are  loading  out  coal 
just  the  same,  and  people  who  have  contracts  can  buy  that  coal,  but 
they  have  to  pay  several  prices  for  it.  We  have  the  thing  stabilized. 
We  have  the  24  great  dock  companies  in  existence  there  which  sta- 
bilizes the  whole  coal  industry. 

The  Chairman.  And  the  railroads  and  industries  generally  buy 
coal  from  the  dock  companies? 
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Mr.  McGee.  Yes,  sir ;  except  that  they  get  some  from  Illinois,  an  J 
they  all  deal  with  the  dock  company. 

The  Chairman.  And  the  dock  company  ships  the  coal;  they  buy 
at  the  dock  and  secure  their  own  purchasers? 

Mr.  McGee.  You  mean  the  rail]K)ads? 

The  Chairman.  No  ;  I  am  not  speaking  of  the  railroads. 

Mr.  McGee.  The  dock  companies'  offices  are  located  practically  in 
St.  Paul  and  Minneapolis.    Their  principal  offices  are  there. 

Now,  these  industries  make  their  contracts  with  the  dock  com- 

Eanies,  and  Mr.  Groverman  is  the  secretary  of  the  Northwest  Coal 
>ock  Operators'  Association.  His  office  is  in  Minneapolis,  and  thejr 
make  their  contracts  just  as  regularly  as  the  seasons  with  the  doct 
companies.  The  contracts  are  made;  the  coal  is  loaded  and  moves^ 
right  there  with  the  regularity  of  clockwork  when  the  coal  is  there. 

The  Chairman.  Does  the  consumer  have  to  arrange  for  the  trans- 
portation of  that  coal  from  the  docks? 

Mr.  McGee.  Not  at  all. 

The  Chairman.  Or  does  the  dock  company  arrange  for  that? 

Mr.  McGee.  He  has  so  many  cars  coming,  and  he  orders  it,  and 
the  cars  move  right  along.  H!e  does  not  have  anything  to  do  with 
the  railroads.    The  dock  companies  deal  with  the  railroads. 

The  Chairman.  And  the  dock  companies  deliver  the  coal  to  the 
consumer  direct  ? 

Mr.  McGee.  Yes,  sir. 

The  Chairman,  At  his  place  of  business? 

Mr.  McGee.  At  his  place  of  business  or  at  his  switch  there.  It  is 
very  well  systematized. 

Ihe  Chairman.  And  there  is  not  any  complaint  of  any  coal  dock 
company  ? 

Mr.  McGee.  As  between  the  dock  companies  and  the  consumers? 

The  Chairman.  Yes. 

Mr.  McGee.  I  know  of  no  suggestion  of  it. 

The  Chairman.  Have  vou  had  occasion  to  take  this  subject  up  at 
the  White  House  vourself  ? 

Mr.  McGee.  I  have  been  there. 

The  Chairman.  Did  you  receive  any  encouragement  there? 

Mr.  McGee.  I  do  not  think  I  care  to  go  into  what  transpired  there, 
but  I  think  it  will  be  found  that  the  disposition  of  the  White  House 
is  to  see  that  the  people  of  this  country  get  their  supply  of  coal, 
i  met  with  nothing  to  indicate  the  contrary,  and  with  everything  that 
would  indicate  that  that  was  the  position. 

The  Chairman.  And  the  White  House,  through  their  instrumen- 
talities, immediately  tried  to  help  you,  ana  did  help  you? 

Mr.  McGee.  Thev  did;  yes,  sir. 

The  Chairman.  Now,  Afr.  McGee,  is  there  anything  else  that  you 
know  of  that  would  be  helpful  to  the  committee? 

Mr.  McGee.  I  think  not. 

The  Chairman.  We  would  like  to  have  your  advice  at  any  time 
on  anything  that  vou  know  of  that  we  can  do  to  help. 

Mr.  McGee.  Thank  you. 

The  Chairman.  But  we  are  particularly  interested  in  an  effort 
to  relieve  the  traffic  situation  throughout  the  country,  so  as  to  be 
helpful  to  industry  generally. 
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Mr.  McGee.  From  all  that  I  have  heard,  you  have  to  go  beyond 
that  and  get  something  into  the  system  that  moves  the?  cars,  and  you 
are  not  going  to  do  that  until  you  reach  the  root  of  the  difficulty, 
and  that  is  the  railroad  equipment.  Now^  that  has  to  be  looked  at  m 
a  large  and  broad  way.  The  biggest  railroad  man  that  ever  lived 
m  America  was  J.  J.  Hill,  a  man  that  looked  the  farthest  ahead. 
About  eight  years  ago  he  predicted  exactly  the  condition  that  is 
existing  to-day;  that  is,  that  the  development  of  the  country  was 
outrunning  and  outstripping  the  railroads  and  their  equipment. 

The  difficulty  is  this:  The  railroads  can  not  manufacture  equip- 
ment out  of  wind.  They  have  to  have  revenues  adequate  for  that 
purpose,  and  sometimes  I  do  not  think  I  would  worry  if  I  could 
get  right  into  a  blizzard  a  crowd  out  of  any  given  legislature,  that 
n]l  howl  down  any  attempt  to  give  the  railroads  adequate  revenues 
so  that  they  can  get  the  equipment  that  is  necessary  to  meet  the  needs 
of  the  country. 

There  is  the  difficulty.  You  can  talk  all  you  please  about  increased 
production  of  coal,  but  that  only  complicates  the  situation,  because 
m  have  to  use  cars  to  move  it.  Our  supply  of  coal  would  be  in  the 
Sorthwest  if  we  had  the  cars  to  move  it,  and  Congress  has  to  work 
out  some  plan,  and  the  Interstate  Commerce  Commission  has  to 
work  out  some  plan,  and  the  end  of  it  all  must  be  the  possession  by 
the  railroads  of  revenues  sufficient  to  supply  the  equipment  that  is 
necessarv  to  move  the  tonnage. 

The  Chairman.  Mr.  McGee,  the  recent  transportation  act  passed 
by  Congress  would  give  unusual  powers  to  the  Interstate  Conmierce 
Commission.  Under  this  act  have  the  commission  sufficient  power 
to  grant  the  relief  you  indicate  ? 

Air.  McGee.  You  mean  to  increase  the  rates? 

The  Chairman.  Yes. 

Mr.  McGee.  Yes,  sir ;  but  I  tell  you  it  is  a  rather  ticklish  business. 
You  have  to  raise  the  rates  and  then  you  get  a  howl  in  another 
direction. 

The  Chairman.  And  if  they  are  not  able  to  charge  those  rates 
then  it  will  be  necessary  for  the  Government  to  take  the  railroads 
over  and  to  operate  them,  and  to  have  the  people  take  the  difference 
out  of  the  Treasury  ? 

Mr.  McGee.  Wellj  if  the  Government  takes  possession  of  the  rail- 
roads we  will  see  if  it  does,  and  what  will  happen.  Then  every  time 
the  men  conceive  that  they  want  a  raise  they  will  get  the  raise. 
Tou  never  knew  during  the  war  of  one  being  refused.  They  will 
g«t  the  raise  «nd  then  we  will  get  on  pretty  well  toward  the  soviet 
form  of  government  here. 

The  Chairman.  And  when  it  costs  more  for  the  companies  to  pay 
for  the  things  that  they  need  we  will  have  to  take  it  out  of  the 
Treasury? 

Mr.  McGee.  Sure. 

The  Chairman.  And  instead  of  one  billion  a  year  we  will  have 
three  or  four  billions  ayear? 

Mr.  McGee.  Sure.    We  will  have  a  paternal  form  of  government. 

The  Chairman.  I  quite  agree  with  you  on  that.  I  thank  you,  Mr. 
McGee. 

Mr.  McGee.  Not  at  all. 
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The  Chairman.  Mr.  McGee,  we  have  called  Mr.  Groverman  at 
your  suggestion,  as  one  who  is  familiar  with  statistics  regarding 
fuel  and  transportation  matters  in  the  Northwest.  We  understand 
that  Mr.  Groverman  assisted  in  drafting  Order  No.  10  and  that 
he  was  instrumental  in  making  some  of  the  contracts  for  the  de- 
livery of  our  coal  to  the  Egyptian  Railway. 

Mr.  McGee.  Mr.  Groverman  did  assist  in  drafting  Order  No.  10. 
To  the  balance  of  your  question  "Was  he  instrumental  in  making 
some  of  the  contracts  for  the  delivery  of  our  coal  to  the  Egyptian 
Railway  "  will  say  that  is  entirely  contrary  to  my  information,  and 
if  it  is  intended  to  mean  since  the  spring  of  1917  I  kno.w  absolutely 
that  he  has  not  been  in  Egypt,  and  I  never  heard  that  he  had  any- 
thing to  do  with  making  any  of  the  Egyptian  contracts,  and  I  ao 
not  understand  that  that  is  in  his  line.  He  is  the  secretary,  at  Min- 
neapolis, of  the  Northwestern  Coal  Dock  Operators'  Association, 
whose  docks  are  located  mainly  at  Duluth  ana  Superior.  Mr.  Gro- 
verman did  state  to  Mr.  Miller  in  my  presence  in  this  room  that 
seven  or  eight  years  ago  some  parties  here  sought  to  induce  him  to  go 
over  to  Egypt  m  connection  with  coal  matters,  but  that  he  did  not  go. 

STATEMENT  OF  HB.  WILLIAH  H.  GBOVEBMAN,  SECBETABT 
NOBTHWEST  COAL  DOCK  OPEBATOBS'  ASSOCIATION,  MINNE- 
AFOUS,  MINN. 

The  Chairman.  Your  address,  please. 

Mr.  Grover3ian.  Minneapolis. 

The  Chairman.  What  is  your  occupation,  Mr.  Groverman  ? 

Mr.  Groverman.  I  am  secretary  of  the  Northwest  Coal  Dock  Op- 
erators' Association. 

The  Chairman.  Are  the  docking  companies  affiliated  with  the  coal 
operators  ? 

Mr.  Groverman.  In  most  instances  they  are  affiliated.  Some 
slightly  and  some  very  materially. 

The  Chairman.  Could  you  give  the  committee  the  average  con- 
sumption of  bituminous  coal  in  the  Northwestern  States  in  the  years 

1917,  1918,  and  1919? 

Mr.  Groverman.  Only  in  so  far  as  they  refer  to  the  distributing 
docks.  When  I  sav  the  distributing  docks  I  mean  the  docks  on  Lake 
Michigan  and  Lake  Superior.  They  bring  up  the  coal  to  be  dis- 
tributed among  the  people  of  the  Northwest,  the  railroads,  the  public 
utilities,  the  domestic  users  of  all  kinds,  and  commercial  uses,  and  on 
that  tonnage  I  have  the  reports  submitted  to  the  Interstate  Commerce 
Commission  on  June  26  as  to  the  exact  number  of  tons  these  dock 
companies  shipped  off  these  combined  docks  during  the  years  1917, 

1918,  and  1919.  Also  the  exact  number  of  tons  that  they  received, 
which  would  give  you  what  they  had  left  over  when  navigation 
opened  and  what  they  shipped  on  that  time.  Do  you  want  me  to 
read  the  figures  into  the  record? 

The  Chairman.  If  you  will,  please. 

Mr.  Gro\*erman.  1917,  total  Lake  cargo  receipts  for  these  24  dis- 
tributing docks,  11,888,143  tons;  1918,  13,060,906  tons.  In  1919, 
9,330,231  tons. 

To  make  this  generally  understood,  I  will  have  to  give  you  what 
is  left  over. 

The  Chairman.  Go  ahead. 
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Mr.  Groverman.  Left  over  when  navigation  opened  in  1917  the 
amount  was  572,687  tons. 

Left  over  in  1918,  1,031,978  tons. 

Left  over  in  1919,  3,374,503  tons. 

So  that  the  total  available  supply  for  this  territory  in  each  year 
of  12  months  was:  In  1917,  12,452,830  tons;  in  1918,  14,092,884  tons; 
in  1919,  12,704,734  tons. 

From  which  available  supplv  these  companies  shipped  in-  1917 
11,420,852  tons;  in  1918,  10,718,381  tons;  in  1919,  11,844,213  tons. . 

The  cargo  receipts  of  these  24  dock  companies  up  to  the  20th  day 
of  June,  when  two-sevenths  of  the  season  had  already  passed,  was 
onh  865,802  tons. 

They  had  on  hand  on  the  2()th  day  of  April  of  this  year  860,521 
tons,  or  on  the  20th  day  of  June  they  had  an  available  supply  of 
1,726,323  tons. 

Mr.  Miller.  What  did  you  say  they  had  left  over  at  the  beginning 
of  this  year? 

Mr.  Gro\^erman.  We  had  860,521  tons  left  over  on  the  combined 
docks.  The  total  necessary  available  bUf)ply  on  the  2()th  day  of 
June,  compared  with  what  the  shipments  were  for  the  previous  three 
years,  was  3,236,518  tons,  or  a  shortage  in  cargo  receipts  to  June  20 
of  1,510,195  tons. 

The  total  shortage  for  our  season,  as  based  on  the  percentage  as 
to  receipts  for  two-sevenths  of  the  season,  would  be  7,436,987  tons. 

The  daily  average  cargo  receipts  since  the  opening  of  navigation, 
for  61  days  up  to  June  20,  was  14,193  tons.  Necessarily  the  daily 
cargo  receipts  for  the  balance  of  the  season  of  163  days  would  have 
to  be  58,905  tons. 

The  Chairman.  Mr.  Groverman,  you  have  not  got  the  figures  with 
you  of  all-rail  shipments  of  coal  to  this  territory  ? 

Mr.  Gro\^rman.  Not  with  me.  Senator.  But  I  have  them  com- 
plete, as  furnished  in  what  is  known  as  the  Illinois  Rate  case,  which 
we  were  opposing  just  recently  before  the  Interstate  Commerce 
Commission.  I  have  them  in  total  as  presented  in  the  testimony. 
They  are  all  as  a  matter  of  record  in  the  Interstate  Commerce  Com- 
mission. 

The  Chairman.  I  would  be  pleased  if  you  would  furnish  them 
to  us. 

Mr.  Groverman.  Yes,  sir. 

The  Chairman.  Then  you  can  not  tell  us  the  percentage  of  water- 
borne  coal  and  of  all-rail  coal  going  into  this  territoi'y,  can  you  ? 

Mr.  Groverman.  Not  unless  I  know  how  much  all-rail  coal  there 
was. 

The  Chairman.  Can  you  state  it  when  you  get  those  figures  ? 

Mr.  Groverman.  Oh,  yes,  sir;  I  can  give  j^ou  that  in  my  own  fig- 
ures, Senator,  because  they  are  kind  of  fresh  in  my  mind,  if  it  would 
do  you  any  good  at  this  meeting. 

The  Chairman.  Yes. 

Mr.  Groverman.  The  total  of  coal  loaded  at  Lake  Erie  ports  last 
year  for  all  purposes  on  account  of  the  United  States  was  28,000,000 
tons,  and  the  total  of  all-rail  shipments  into  the  Northwest  territory 
approximated  six  million  or  five  million  seven  hundred  thousand 
tons  odd. 
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The  Chairman.  Will  you  explain  just  what  is  meant  by  a  35 
per  cent  supply  at  the  mines  ? 

Mr.  Groverman.  Yes,  sir.  Each  mine  has  a  loading  capacity 
based  on  its  actual  physical  operation  of  so  many  cars  per  day.  tt 
that  mine  is  rated — and  they  are  all  rated  by  certain  rules  and  regu- 
lations of  the  Interstate  Commerce  Commission — for  100  cars  per 
day,  that  is  the  rating  of  the  mine,  and  by  the  rating  of  the  mine  it  is 
meant  that  that  mine  is  physically  able  in  all  respects  to  load  100 
cars.  If  they  get  35  cars  instead  of  100  cars,  they  are  only  getting 
85  per  cent  oi  their  car  supply. 

The  Chairman.  What  is  the  normal  number  of  hours  work  each 
week  in  the  mines? 

Mr.  Groverman.  Eight  hours. 

The  Chairman.  Each  week? 

Mr.  Groverman.  I  beg  your  pardon.  I  thought  you  said  per  day 
The  normal  number  or  the  present  number? 

The  Chairman.  Well,  the  present  number. 

Mr.  Groverman.  The  present  number  has  been  about  two  days  a 
week — two  eight-hour  days  a  week. 

The  Chairman.  What  is  the  average  of  the  normal? 

Mr.  Groverman.  Five  days. 

The  Chairman.  Why  is  it  only  two  days  a  week  now  ? 

Mr.  Groverman.  No  cars. 

The  Chairman.  If  the  cars  were  available,  the  men  could  work 
six  days  a  week  ? 

Mr.  Groverman.  Yes,  sir. 

The  Chairman.  Would  the  men  work  six  days  a  week? 

Mr.  Groverman.  Absolutely.  The  men  are  ready  and  willing  and 
the  mines  are  equipped  to  work  six  days  a  week. 

The  Chairman.  And  the  men  want  to  work  six  days  a  week? 

Mr.  Groverman.  They  are  crazy  and  anxious  to. 

The  Chairman.  There  was  an  exceedingly  high  production  of  coal 
in  October,  1919.  How  about  the  capacitv  of  those  mines  to-day — 
how  does  the  capacity  to-day  compare  witK  the  production  of  1919? 

Mr.  Groverman.  That  is  a  question,  Mr.  Senator,  that  I  have  had 
before  the  Interstate  Commerce  Commission.  It  was  claimed  by  the 
railroads  as  to  Service  Order  No.  7,  that  the  producing  railroads^ 
the  railroads  in  the  producing  districts,  were  to-day  loading  83  per 
cent  of  the  coal  that  they  loaded  at  their  peak  month  in  1919,  and 
that  the  docks  or  lakes  were  only  receiving  7.6  i)er  cent  of  this  load- 
ing; while,  as  a  matter  of  fact,  in  1919  thev  received  21  per  cent,  and 
there  the  railroad  stopped,  leaving  the  inference,  if  you  please,  that 
the  mines  would  not  snip  to  the  lakes,  but  preferred  to  ship  to  some 
place  else. 

Investigation  has  proved  by  getting  an  absolute  report  from  each 
mine  each  day  in  these  districts  that  they  were  getting  a  35  per  cent 
car  supply,  and  that  the  railroads  serving  that  district  were  loading 
83  per  cent,  their  peak,  because,  due  to  the  high  price  since  April  1 
of  this  year,  many  mines  that  never  could  run  at  a  price  of  $3.50  or 
$4 — many  wagon  mines,  which  go  into  the  side  of  tne  hill  and  take 
a  mule  and  a  cart,  opened  up,  and  loaded  the  cars  that  ordinarily 
would  go  to  the.  standard  mines,  taking  equipment,  engine  crews, 
switchmen,  and  everjrthing,  and  so  reducing  the  efficiency  of  the 
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standard  mine,  and  every  one  of  these  wagon  mines  taking  from  one 
to  three  days  to  load  a  coal  car,  with  a  wheelbarrow,  or  with  a  team, 
when  the  same  coal  car  could  rim  under  the  tipple,  and  nothing  said^ 
and  be  loaded  as  it  went,  in  three  minutes.  Tne  road  is  pushing  out 
83  per  cent  of  coal,  but  the  mines  that  hold  the  contracts  for  these 
United  States  are  getting  36  per  cent  of  their  car  supply.  Have  I 
made  that  clear,  sir? 

Ihe  Chairman.  Yes;  you  have.  The  war,  Mr.  Groverman^ 
brought  into  existence  a  great  many  mines  that  have  not  been  workea 
for  several  years,  and  the  higher  prices  obtainable  during  war  times 
made  them  profitable.    Are  these  inines  still  in  production  t 

Mr.  Groverman.  Those  mines,  in  1917,  when  we  had  identically 
the  same  conditions  as  confronted  us  this  spring — those  mines  sprung 
into  existence  overnight,  so  to  speak,  to  take  advantage  of  a  high 
market.  Those  mines  can  not  work  and  never  did  work  when  the 
price  of  coal  is  at  a  normal  level,  or  less  than  a  normal  level.  These 
mines  can  not  operate  for  three  to  five  dollars  a  ton.  They  have  no 
sales  organization,  no  responsibility,  nq  overhead,  and  they  simply 
ship  the  coal,  when  mined,  to  some  broker,  and  he  in  turn  either 
toms  it  over  to  another  broker  or  finds  disposition  of  it  at  any  price 
it  which  he  wants  to  sell. 

The  Chairman.  What  is  the  potential  production  of  bituminous 
<»al  in  this  country  to-day,  do  you  know  ? 

Mr.  Groverman.  If  we  could  mine  12,000,000  tons  of  coal  per  week, 
it  would  furnish  the  necessary  requirements  of  this  country.  The 
districts  I  am  particularly  interested  in,  a  section  of  the  country  that 
must  be  segregated  from  the  rest  of  the  mining  country,  because  it  is 
exclusively  from  four  States,  and  the  production  of  those  four  States 
is  in  the  neighborhood  of  23,000,000  tons  a  month.  The  production 
of  the  territory  from  which  we  draw  our  supplv  is  23,000,000  tons  a 
month,  which  is  5,000,000  tons  less  than  what  those  States  produced 
in  1919. 

In  other  words,  if  we  could  increase  the  production  of  those  four 
States  from  which  we  are  drawing  our  supply  5,000,000  tons  a  month, 
we  would  then  be  in  a  position  to  take  care  of  all  the  shortages  in  the 
Lakes  and  everything  else.  We  ^re  just  5,000,000  tons  behind  in  that 
particular  district  per  month. 

The  Chairman.  Do  you  know  what  the  actual  Canadian  coal 
consumption  is? 

Mr.  Groverman.  No;  I  have  not  those  figures.  As  a  member  of 
the  Fuel  Administration  I  think  I  have  them  in  my  office  at  Minne- 
apolis, or  the  records. 

The  Chairman.  1  suppose  the  Fuel  Administration  have  all  those 
figures? 

Mr.  (Jroverman.  Oh,  yes.    They  were  very  carefully  worked  out. 

The  Chairman.  Ana  we  can  get  them  from  them? 

Mr.  Groverman.  Yes. 

The  Chairman.  If  you  have  those  figures  and  can  obtain  them 
for  us  without  undue  difficulty,  I  wish  you  would. 

Mr.  Groverman.  I  will  look  it  up  at  once.  Senator,  and  see  if  I 
have  them. 

The  Chairman.  Do  you  know  what  the  sources  of  the  Canadian 
supply  are! 
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Mr.  Groverman.  The  sources  of  the  Canadian  supply  are  in  the 
extreme  east  and  west  of  Canada.  Nova  Scotia  and  what  is  the 
other — I  have  forgotten.  Those  are  the  only  sources  of  supply  they 
have.    The  other  source  is  British  Columbia. 

The  Chairman.  Do  you  know  whether  their  production  equals 
their  needs  ? 

Mr.  Groverman.  In  some  cases  it  does.  In  British  Coliunbia, 
during  the  Fuel  Administration,  we  had  many  cases,  adjusting  mat- 
ters out  there,  and  producing  coal  to  meet  the  competition  of  Cana- 
dian coal.  That  coal  can  not  get  into  the  territory  that  I  represent, 
however,  from  either  the  east  or  the  west. 

The  Chairman.  Do  you  know  anything  about  Canadian  coal 
exports  ? 

Mr.  Groverman.  No. 

The  Chairman.  Do  you  know  whether  Canada  has  established  any 
restrictions  on  the  export  of  coal  to  the  United  States? 

Mr.  Gro\^rman.  I  heard  they  did.  This  is  mere  hearsay  and  you 
can  take  it  for  what  it  is  worth.  I  have  heard  that  the  Dominion 
Iron  &  Steel  Co. — I  have  a  very  dear  friend  who  is  general  manager 
of  the  company,  and  I  have  heard  that  it  has  been  notified  by  the 
Canadian  Government  to  immediately  discontinue  export.  Tliat  is 
a  rumor,  and  I  can  not  verify  it. 

The  Chairman.  That  would  be  very  interesting,  in  view  of  our 
shipping  them  from  our  own  supply. 

Mr.  Groverman.  I  think  they  have  been  shipping  coal,  though. 

The  Chairman.  That  is  our  information.  I  asked  Mr.  McGee  if 
some  of  the  docking  facilities  on  the  Lake  were  used  for  any  Cana- 
dian coal,  and  I  recall  that  he  answered  that  they  were.  Do  you 
know  anything  about  that? 

Mr.  Groverman.  I  do  not  think  he  quite  understood  you,  and  I 
will  tell  you  why.  A  boat  will  come  up  to  Lake  Erie  perhaps  for 
loading  coal.  That  boat  will  load  a  cargo  of  coal,  and  take  it  to  a 
Canadian  port  for  dumping  purposes,  or  for  unloadmg.  That  is 
true  at  Port  Arthur,  and  at  Fort  William,  and  those  are  up  in  our 
territory,  the  Canadian  Northern  and  the  Canadian  Pacific  Rail- 
roads bring  their  Lake  supplies  from  those  ports,  and  there  are  two 
and  one  quarter  million  tons  of  coal  which  comes  up  for  that  purpose, 
and  it  goes  up  in  10,000-ton  boats,  the  same  as  we  get  it  at  Lake  Erie 
for  Lake  Superior  ports. 

The  Chairman.  Is  there  a  duty  oh  coal  in  Canada  ? 

Mr.  Groverman.  I  do  not  know,  Senator.    I  think  there  is. 

The  Chairman.  Do  we  levy  a  duty  on  theirs? 

Mr.  Groi-erman.  I  can  not  answer  either  one  of  those  questions.  I 
do  not  know. 

The  Chairman.  Mr.  McGee  testified,  as  I  recall  it,  that  the  North- 
west countrv  is  about  6,000,000  tons  of  coal  short  in  its  needs  for 
this  year.    Is  that  correct? 

Mr.  Groverman.  As  near  as  I  can  figure,  it  is  absolutely  correct. 

The  Chairman.  Do  you  think  it  is  possible  to  secure  the  needed 
supply  for  them? 

Mr.  Groverman.  Absolutely.  It  is  very  much  more  difficult  now 
than  it  was  on  the  first  or  middle  of  May,  when  I  came  down  here 
and  begged  them  to  do  it ;  but  it  will  be  done  yet. 
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The  Chairman.  You  can  not  ship  coal,  of  course,  through  the 
Great  Lakes  after  the  freeze? 

Mr.  Gro^terman.  No. 

The  Chairman.  What  period  each  year  is  that  ? 

Mr.  Gro\'erman.  The  Lakes  freeze,  as  a  matter  of  fact,  just  as 
an  average  date,  on  December  1.  The  verification  of  that  is  that  all 
insurance  policies  are  canceled  on  that  date  for  vessels.  It  is  too  haz- 
ardous to  attempt  it  after  that,  because  they  might  get  into  these 
terrible  blizzards  and  ice  floes,  etc.,  after  December  1,  and  they  cancel 
all  insurance  policies. 

The  Chairman.  The  testimony  yesterday  was  that  we  were  ship- 
ping, and  had  shipped  during  the  past  three  months  out  of  Baltimore 
and  Newport  Xews,  about  2,000,000  tons  of  coal  for  foreign  shipment, 
foreign  trade.  Do  you  think  those  immense  shipments  of  coal  have 
retarded  the  shipment  of  coal  to  Lake  Erie  ports  ? 

Mr.  Grovermax.  Not  in  any  way.  The  coal  that  is  shipped  by  water 
is  coal  that  comes  off  the  eastern  division  of  the  roads  that  jointly 
serve  both  the  East  and  the  West.  For  instance,  the  Chesapeake  & 
Ohio  and  the  Virginia  Eailroad  furnish  a  large  percentage  of  the  coal 
^hich  goes  down  to  Hampton  Roads.  The  Baltimore  &  Ohio  bring  it 
in  from  the  Fairmont  district  of  Pennsylvania,  but  the  Chesapeake 
4  Ohio  and  the  Norfolk  &  Western  also  furnish  Lake  coal,  but  they 
only  furnish  it  from  the  mines  west  of  a  certain  point  on  their  lines 
that  take  a  fair  freight  rate  to  the  Lakes.  The  otner  way  movement 
is  east.  The  Xorfolk  &  Western  and  the  Chesapeake  &  Ohio  have 
two  movements — east  and  west.  East,  we  go  to  tide;  west,  to  the 
Lakes.  So  that  even  if  there  were  embargoes  against  export  from  the 
Atlantic  seacoast  we  would  not  feel  the  effect  of  it  to  our  Lake  ports. 

The  Chairman.  The  witness  yesterday  seemed  to  believe  that  the 
fact  that  New  England  was  not  getting  her  usual  share  of  coal  from 
Newport  Xews  compelled  her  to  draw  on  the  Pennsylvania  fields^ 
and  that  it  seemed  to  me  might  affect  your  supply. 

Mr.  Groverman.  No.  I  understand  from  Mr.  Willard  and  fi'om 
other  railroad  men  that  New  England  is  a  little  different  from  the 
territory  I  represent,  in  that  it  gets  half  its  coal  by  rail  and  half  by 
water,  approximately.  Not  knowing  anything  about  New  England  I 
can  not  say,  but  there  is  no  reason  in  my  mmd  why  New  England 
should  not  have  its  fair  share  of  coal  and  the  Northwest  have  its 
fair  Aare  and  work  jointly  on  the  proposition  to  do  it.  In  fact  I 
have  had  several  interviews  with  Mr.  Frank  Wright  on  that  subiect 
and  we  got  order  No.  5  from  the  commission,  and  a  few  days  after 
^  got  order  No.  6,  and  neither  one  did  either  of  us  any  good,  but 
so  that  they  would  play  50-50,  we  got  order  No.  10,  and  we  are  pre- 
paring for  tiie  Interstate  Commerce  Commission  a  similar  order  for 
New  England. 

The  Chairman.  Of  course  if  it  took  additional  cars  to  carry  coal 
to  New  England  instead  of  shipping  it  by  water  from  Newport 
^ews,  it  seems  to  me  that  would  affect  the  whole? 

Mr.  Groverman.  There  isn't  any  question.  Senator,  that  if  you  ship 
a  car  of  coal  from  Pennsylvania  or  West  Virginia  into  the  New- 
England  section  by  rail  it  would  take  three  cars  as  compared  to  one 
car  for  the  Atlantic  seaboard,  and  the  same  is  true  if  you  ship  a  car 
of  coal  from  the  Illinois  mines  up  to  Duluth,  which  is  a  thousand 
miles,  and  you  send  it  back  empty. 
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The  Chairman.  I  asked  the  witness  just  before  you  if  he  did  not 
think  the  first  obligation  of  the  United  States  was  to  take  care  of 
its  own  citizens  and  if  Great  Britain  had  restricted  the  amount  of 
coal  which  it  exports  while  the  United  States  places  no  restriction 
upon  coal  exports,  then  that  is  against  the  best  interests  of  the  people 
here?    You  agree  with  that,  don't  you? 

Mr.  Groverman.  I  agree  with  it,  with  the  same  proviso  that  my 
friend  did.  I  think  our  first  interest  should  be  to  take  care  of  our 
own  coal  needs,  but  we  have  certain  obligations  abroad  and  we  can 
not  avoid  them.  We  all  know  that  it  is  by  the  shipment  of  coal  that 
England  was  able  to  become  the  greatest  exporting  country  in  the 
world,  and  we  also  know  that  we  can  plan  to  get  a  good  share  of  it. 
and  we  further  know  that  we  have  certain  moral  obligations,  it 
nothing  else,  to  look  out  for  France,  and  for  other  countries  which 
have  been  devastated  by  the  war.  We  have  certain  obligations  also 
with  Cuba,  and  I  do  not  think  we  can  simply  sit  down  and  say  this, 
that,  or  the  other,  but  that  we  should  take  into  consideration  all  the 
circumstances.  I  want  to  say  something  that  Mr.  McGee  did  not 
say,  if  you  will  permit  me. 

The  Chairman.  All  right. 

Mr.  Groverman.  And  that  is,  that  there  is  more  coal  to-day  ready 
for  shipment — absolutely  ready — to  satisfy  the  needs  of  this  coun- 
try and  to  fill  everv  foreign  boat,  if  we  only  had  cars  to  put  it  in. 
That  I  want  to  mate  positive ;  and  that  all  of  our  efforts  before  the 
Interstate  Commerce  Commission — and  I  have  been  there  six  weeks— 
the  whole  thing  changes  off  into  side  lines  and  into  side  branches, 
discussing  this  feature  of  it  and  that  feature  of  it,  and  something 
telse  over  here  and  something  else  over  there — ^the  minute  that  you 
would  put  production  where  it  belongs ;  and  when  I  say  production, 
put  cars  that  will  supply  this  country  with  the  coal  which  it  de- 
mands and  enough  for  the  boats  that  are  waiting  for  it  at  Hamp- 
ton Koads,  at  ibaltimore,  and  at  Philadelphia,  that  minute  your 
problem  is  settled  and  your  slate  is  wiped  clean — not  only  your  coal 
problem,  but  many  others;  that  is,  such  as  your  building  construc- 
tion problem,  which  is  one  of  a  thousand  or  of  a  million  other  things 
which  are  automatically  connected  with  it. 

But  to  do  that  you  might  ask,  "  Well,  how  are  we  going;  to  get 
the  cars  ? "  You  can  sit  down  and  figure  out  a  policy  of  now  the 
Government  is  going  to  build  them  and  where  the  money  is  going 
to  come  from;  but  out  where  I  am,  if  the  Germans  were  going  to 
land  in  New  York,  we  would  not  sit  back  in  Chicago  and  ask, "  Where 
are  they  going  to  get  the  men  from  ?  "  But  we  would  send  the  men 
lo  you. 

We  are  facing  a  crisis  that  must  be  met  as  .a  crisis,  and  that  crisis 
5s  this :  We  are  15,000,000  tons  of  coal  short  in  this  country  to-day. 
That  shortage  is  increasing  at  the  rate  of  5,000,000  tons  a  month, 
;and  what  is  going  to  happen  on  the  1st  of  December? 

Mr.  Groverman.  If  it  is  15,000,000  tons  on  the  first  day  of  June, 
why,  on  the  first  day  of  July  that  shortage  is  20,000,000,  and  on  the 
iirst  day  of  August  it  is  25,000,000,  and  on  the  first  day  of  September 
it  is  30,000,000.  Now,  with  the  record  rate  of  production,  as  we  are 
going,  what  is  going  to  happen  on  the  first  day  of  December  ?  What 
is  gomg  to  happen  when  we  are  all  tied  lip  with  winter,  when  everj'- 
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thing  shuts  down,  and  when  there  is  no  production  at  the  mines? 
We  should  admit  the  conditions,  approach  them  seriously,  and  say 
what  a  coal  car  is,  and  specify  what  a  coal  car  is,  and  see  that  it  is 
used  for  its  purpose  exclusively  until  we  get  out  of  this  crisis,  which 
we  can  do  in  30  days,  and  then  everybody  will  be  on  easy  street. 
That  is  my  constructive  plan. 

The  Chairman.  You  referred  to  Order  No.  10  some  time  ago. 
Have  you  a  copy  of  it,  please  ? 

Mr.  Groverman.  Yes,  sir. 

The  Chairman.  Is  it  very  long? 

Mr.  Groverman.  I  shall  not  attempt  to  read  it,  imless  you  de- 
sire it.  There  is  the  length  of  the  order  [indicating,  by  a  printed 
pamphlet].  Haying  made  up  the  detailed  amounts  and  having  per- 
sonally assisted  in  the  order,  I  can  explain  it,  I  think,  in  a  very  few 
words. 

The  Chairman.  Go  ahead. 

Mr.  Gro\'erman.  This  part  [indicating]  shows  the  railroads  that 
served  the  Lakes,  and  this  part  shows  Ohio,  Pennsylvania,  West  Vir- 
ginia, etc.  This  shows  the  exact  nmnber  of  cars  that  must  be  taken 
from  each  district,  and  which  must  be  loaded  each  day  in  order  to 
give  the  total  of  4,000  cars  daily  for  the  next  100  days  lor  the  Lakes. 

In  other  words,  we  have  a  man  in  charge  of  our  Lake  pools  at 
Lake  Erie,  where  our  coal  goes  into  a  pool.  He  charges  the  rail- 
road, as  an  agent  of  the  Interstate  Commerce  Commission.  He 
says,  for  instance,  "  We  want  from  the  Baltimore  &  Ohio  to-day 
a  total  of  568.2  cars,  divided  into  the  different  districts  that  the 
B.  &  O.  draws  its  coal  from.  Some  of  these  roads  only  ask  for 
eirfit  cars  a  day,  and  those  cars  will  move  by  embargo. 

Each  mine  along  the  line  is  assessed  a  certain  percentage  of  its 
rating  in  order  to  make  that  500  cars.  Whether  they  have  a  contract 
with  the  Lakes  or  not,  they  are  not  allowed  to  ship  any  freight 
until  that  percentage  is  sent  to  the  Lakes.  Then,  they  may  ship  else- 
where if  they  want  to.  It  is  not  to  interfere  with  any  other  priority 
orders  heretofore  or  hereafter  made  by  the  conmiission.  ITiis 
initial  percentage  is  simply  something  to  start  with,  but  it  will  work 
out,  and  it  is  all  predicated  on  the  railroads  sending  4,000  cars  into 
this  territory  additional  from  somewhere,  and  the  way  that  this 
would  work  out  is  that  the  first  initial  percentage  will  take  15  per 
cent  from  every  mine  in  that  district,  as  a  minimimi,  but  a  mine 
that  is  shown  here  as  holding  contracts  with  the  Lakes,  if  they 
^  an  additional  car  supply,  they  will  probably  ship  50  per  cent. 
They  are  very  anxious  to,  and  they,  being  the  largest  producers — 
well,  instead  of  getting  558  they  will  get  700  or  800  cars,  and  the 
percentage  is  rec&ced.  The  percentage  is  variable,  dependent  upon 
the  supply  that  we  get  at  the  head  of  the  Lakes,  eniorced  by  em- 
bargo, and  the  next  week  instead  of  being  15  per  cent  it  will  be 
T  per  cent,  and  the  mine  that  shipped  15  cars  last  week  only  has  to 
shin  7,  and  it  will  continue  as  the  car  supply  increases  so  that  the 
bulk  of  the  tonnage  will  be  moving  from  the  mines  that  have  the 
contract  and  only  a  small  additional  amount  will  move  from  the 
mines  that  have  not,  as  the  percentage  becomes  lower.  Have  I  made 
that  clear! 

The  Chairmak.  Yes;  and  you  think  that  will  cure  the  situation? 
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Mr.  Groverman.  Yes,  sir;  if  enforced. 

The  Chairman.  Will  this  be  difficult  of  enforcement? 

Mr.  Gro\^rman.  I  do  not  think  so.    But  I  do  not  like  it. 

The  Chairman.  What? 

Mr.  Groverman.  I  do  not  like  the  plan  of  the  order.  I  will  read 
you  a  letter,  addressed  to  Chairman  Clark,  as  to  that — but,  Senator, 
I  was  up  against  a  stone  wall.  Here  were  the  producers  with  an 
injunction  against  the  railroads  on  assigned  cars,  and  I  do  not  know 
but  what  I  agree  with  them.  I  have  asked  for  an  assigned-car  order, 
but  they  could  not  afford  to  accept  it  in  view  of  the  pending  suit. 
That  left  only  one  of  two  things,  assigned  cars  or  embargoes.  I 
had  to  draw  this  up  to  save  the  situation.  They  would  not  approve 
of  the  assigned  cars.  I  do  not  know  but  what  I  agree  with  them. 
There  are  many  details  of  that  assigned-car  proposition  that  are 
unfortunate. 

If  they  were  lived  right  up  to,  up  to  the  letter,  they  might  be 
profitable,  but  they  are  not.  They  are  abused.  It  destroys  the 
morale  of  the  mining  section,  put  100  cars  into  this  mine  and  there 
are  no  cars  at  another  mine,  and  the  men  see  this  thing,  say,  for 
eight  hours,  and  they  take  their  dinner  pails  and  go  home. 

The  Chairman,  itow  long,  under  this  arrangement,  would  it  take 
for  the  people  in  your  country  to  get  up,  to  catch  up  with  their 
requirements? 

Mr.  Groverman.  One  hundred  days. 

The  Chairman.  That  would  be  very  near  the  end  of  the  season. 

Mr.  GRo^'ERMAN.  Yes;  I  think  the  commission  fixed  a  date.  (No- 
vember 1.)  This  does  not  become  effective  before  the  26th  of  this 
month. 

The  Chairman.  Was  a  suggestion  of  this  character  made  to  the 
Interstate  Commerce  Commission? 

Mr.  Gro\'Erman.  Since  the  13th  day  of  May,  and  every  day  since. 

The  Chairman.  What  year  ? 

Mr.  Groverman.  This  year;  the  present  year. 

The  Chairman.  But  you  don't  know  why  they  didn't  accept? 

Mr.  Groverman.  Personally,  I  don't  know. 

The  Chairman.  I  wish  you  would  furnish  the  committee,  at 
your  earliest  convenience,  with  a  cppy  of  your  request  to  the  Com- 
mission to  this  effect. 

Mr.  Groverman.  Senator,  I  haven't  it  in  writing.  Unfortunately,. 
I  did  not  see  where  I  was  going  until  I  got  there,  but  I  personally  re- 
quested it  on  the  date  mentioned.  June  17  is  my  earliest  written 
request. 

The  Chairman.  Are  you  acquainted  with  the  price  of  coal  before 
the  war? 

Mr.  Groverman.  Only  in  a  general  way. 

The  Chairman.  Can  you  give  the  committee  any  idea  of  what 
those  prices  were  before  the  war,  soft  coal,  at  the  mines? 

Mr.  Groverman.  Just  roughly,  as  they  were  after  the  war,  during 
the  war,  for  the  reason  that  you  can  not  say  what  is  the  price  of 
coal.  You  have  to  say  what  is  the  price  of  coal  in  the  No.  8  dis- 
trict, or  in  the  Kanawha  district,  in  West  Virginia,  or  what  is  the 
price  of  coal  in  the  Fairmont  district,  or  what  is  the  price  of  Poca- 
hontas coal.    It  is  impossible  to  say  what  is  the  price  of  coal  when- 
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you  are  speaking  of  bituminous  coal,  because  that  will  vary  100  per 
cent. 

The  CiL\iRMAN.  Can  you  figure  it,  what  it  ran  before  the  war  at 
the  mines? 

Mr.  Grov-erman.  The  price  of  coal  is  dependent  absolutely  upon 
the  niunber  of  cars,  sir.  If  I  took  a  year  where  we  had  a  car  short- 
age, you  would  see  a  very  high  price ;  and  if  I  took  a  season  or  a  time 
when  we  had  a  full  car  supply,  you  would  see  it  selling  at  low  cost^ 
and  it  is  very  difficult  to  say  what  is  the  price  or  what  was  the  price 
unless  you  modify  it  by  those  certain  conditions. 

I  would  hesitate  to  say  what  was  the  price  of  coal  before  the  war,, 
when  I  know  that  there  was  not  a'  mine,  with  the  exception  of  six 
or  seven,  in  the  United  States  whose  paper  was  acceptable  at  the 
banks. 

The  Chairman.  Was  soft  coal  sold  as  cheap  as  that  before  that 
time  ? 

Mr.  Gro\'erman.  Yes. 

The  Chairman.  Less  than  that  at  some  places? 

Mr.  Groverman.  Less  than  that  10  years  ago.  The  coal  operator 
was  not  very  prosperous  at  that  figure.  Absolutely  ho.  He  was 
certainly  the  goat.  There  were  more  producing  mines  than  there 
^as  a  demand  for  coal.  There  was  more  railroad  equipment  to  get 
it  from  the  mine  when  he  opened  it.  It  is  not  the  price  of  coal 
to-day.    It  is  the  price  of  transportation. 

The  Chairman.  Is  it  the  price  of  transportation  because  of  a  lack 
of  transportation  ?  The  transportation  people  do  not  receive  this 
immense  increase,  do  thev? 

Mr.  Groverman.  No  ;  but  we  are  obtaining  no  transportation.  We 
are  obtaining  no  transportation. 

The  Chairman.  That  is  true.  What  is  the  price  to-day  of  coal  at 
the  mines? 

Mr.  Groverman.  I  should  say  that  the  majority  of  the  coal — by  the 
^^  majority  "  I  mean  90  per  cent  of  the  coal  to-day  mined  by  the  stand- 
ard mines  of  the  United  States — is  under  contract  at  between  $3.50 
and  $4  a  ton — 90  per  cent  of  our  production.  And,  further,  I  want  to 
say  that  it  takes  only  1  per  cent,  I  believe,  one  way  or  the  other,^ 
either  under  or  over  the  demand  to  create  either  a  feast  or  a  famine. 

The  Chairman.  Why  do  you  put  it  as  close  as  that? 

Mr.  Groverman.  It  just  takes  a  few  cars  to  make  the  difference. 
If  there  are  five  men  out  there  who  come  to  me  and  ask  me  for  a  car 
of  coal,  and  one  man  offers  $5,  and  one  man  offers  $6,  and  the  next 
inan  offers  $7,  it  is  just  as  though  there  were  only  one  automobile 
in  New  York  and  everybody  wanted  it. 

The  Chairman.  The  witness  testified  yesterday  that  20  per  cent  of 
coal,  the  soft  coal,  was  in  the  class  usually  termed  "  spot  coal,"  and 
that  that  was  being  bid  for  at  an  extraordinarily  high  price,  and  that 
that  affected  the  whole  coal  situation.    Do  you  think  that  as  much 

as  20  per  cent  would  be  at  the  mines? 

Mr.  Groverman.  The  amount  of  free  or  soft  coal  is  very  mate- 
rially greater  to-day  than  it  would  be  if  the  price  were  lower,  because 

of  these  wagon  mines,  etc.,  who  take  coal  and  put  it  upon  the  market 

Mid  who  have  no  obligations.    Whether  it  is  20  per  cent  or  15  per 

cent  or  25  per  cent,  would  be  a  guess  on  the  part  of  anyone,  but  I 

should  imagine  that  20  per  cent  might  be  a  pretty  good  guess. 
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The  Chairman.  Mr.  Groverman,  I  think  I  asked  you  a  moment 
ago  as  to  the  exportation  of  coal.  Our  information  is  that  we  are 
exporting  about  2,000,000  tons  a  month.  That  is  three  times  the 
amount  exported  in  previous  years  for  this  period  of  the  year.  That 
coal  is  being  sold  at  a  very  high  price — $12  to  $14  to  $20  a  ton.  Does 
not  that  extraordinarily  nigh  price  affect  the  price  to  the  consumer 
here? 

Mr.  Groverman.  In  my  opinion,  no.  The  price  of  export  coal  has 
nothing  to  do  with  the  price  of  the  domestic  coal.  The  price  of  do- 
mestic coal  or  the  price  of  export  coal  depends  upon  the  number  of 
cars  you  have  at  the  mine.  Now  we  have  a  shortage.  You  can  not 
dispute  it.  You  rob  Peter  to  pay  Paul.  The  Fuel  Administration 
started  in  1917,  the  1st  day  of  September,  when  Dr.  Garfield  took 
charge,  trying  to  distribute  a  shortage.  In  about  three  months  they 
found  out  that  they  could  not  get  anywhere,  and  that  the  only  thing 
they  could  do  was  to  increase  the  production.  You  can  not  distribute 
a  shortage,  and  if  this  shortage  is  5,000,000  tons  a  months  over  this 
country,  and  continues,  we  get  that  much  worse  into  the  mire,  and  as 
long  as  it  continues,  wnether  we  export  or  not,  the  price  is  going  to 
be  exorbitant  for  all  spot  coal. 

The  Chairman.  If  we  are  5,000,000  tons  short  a  month,  and  if  we 
export  a  million  and  two  hundred  thousand  tons  more  than  we  did 
last  year,  wouldn't  the  withholding  of  that  exporting  coal  help  re- 
lieve the  situation  here  ? 

Mr.  Groverman.  I  am  neither  in  favor  of  or  against  the  export  of 
coal.  I  think  that  is  too  big  a  question.  I  do  not  want  to  say  that 
we  should  stop  our  exports  of  coal,  nor  do  I  want  to  sav  that  we 
should  continue  them.  It  depends  upon  the  policy  of  the  United 
States  as  to  what  they  want  to  do. 

The  Chairman.  Your  statement  a  moment  ago  about  the  shipment 
of  coal  by  Great  Britain  is  entirely  true,  and  in  my  long  service  in 
•Congress  I  have  always  been  opposed  to  embargoes  on  shipments  of 
all  products  abroad,  because  I  felt  they  were  very  helpful  in  bringing 
trade  to  this  country,  but  we  are  in  a  very  difficult  situation  in  this 
•coal  matter,  and  in  the  line  of  construction  alone  we  are  very  short 
of  housing  accommodations  and  of  buildings,  and  we  can  not  better 
that  situation  because  of  the  shortage  of  coal,  and  still  we  are  ship- 
ping coal  abroad  in  Quantities  three  or  four  times  that  which  we  did 
Tormerly.  That  is  wnat  worries  me,  and  we  have  got  to,  it  seems  to 
me,  do  something  pretty  strong  to  remedy  the  situation.  Whether 
the  curbing  of  exports  is  the  thing  or  not  is  what  I  am  trying  to  find 
out.    Now,  you  are  doubtful  of  that,  you  say  ? 

Mr.  (troverman.  I  am  not  doubtful,  in  my  own  personal  view,  but 
I  do  not  think  that  anyone,  without  taking  all  our  foreign  relations 
into  consideration,  should,  although  he  may  understand  the  coal 
industry — I  do  not  think  ha  should  say  frankly  and  right  off  the 
bat,  "Out  off  the  export  of  coal."  I  think  it  is' too  big  a  cjuestion. 
I  think  it  is  a  question  for  men  who  have  the  national  viewpoint 
and  for  men  who  have  the  international  viewpoint  of  our  affairs. 

The  Chairman.  If  you  feel  that  the  2,000,000  tons  we  are  export- 
ing is  detrimental  to  the  welfare  of  this  country,  I  do  not  think  you 
have  any  other  answer.    The  answer  is  right  there.    It  is  automatic. 

Mr.  Miller.  I  would  like,  Mr.  Chairman,  to  ask  this  question. 
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The  Chairman.  Yes. 

Mr.  Miller.  Coal  for  your  Northwest  territory  goes  from  Penn- 
svlvania  and  Ohio  to  Lake  Erie  ports  and  is  from  those  ports  shipped 
through  the  Lakes  into  the  Northwest ;  coal  for  export  and  for  isew 
£n£land  goes  from  Pennsylvania  and  similar  fields,  excepting  Ohio 
to  Hampton  Eoads.  The  cars  go  pretty  nearly  into  the  same  focus 
for  the  coal  in  the  both  cases;  in  the  one  case  they  go  toward  the 
Northwest  and  in  the  other  case  they  go  toward  the  Southeast.  Is 
that  right? 

Mr.  Gro\^erman.  That  is  right. 

Mr.  Miller.  Now,  there  are  2,000,000  tons  of  export  coal  being 
shipped  to  the  Hampton  Roads  piers  monthly.  More  cars  can  not 
be  handled  over  those  piers.    You  understand  that  is  so  ? 

Mr.  Groverman.  I  understand  that  they  are  nearly  to  their  ca- 
pacity. 

Mr.  Miller.  If  the  2,000,000  tons  of  that  coal  now  going  abroad 
were  curtailed  to  1,000,000  tons  of  monthly  export,  a  million  tons  a 
month  would  thus  rielieve  20,000  cars  of  50  tons  capacity  each  from 
their  travel  to  the  Southeast  for  travel  to  the  Northwest  to  increase 
your  Lake  deliveries.    Is  that  right? 

Mr.  Groverman.  No  ;  it  is  not. 

Mr.  Miller.  If  they  were  not  used  direct  to  the  Southeast,  they 
could  be  used  to  the  Northwest  ? 

Mr.  Groverman.  That  is  partially'  true.  What  are  vou  going  to 
<lo  with  the  mines  on  the  eastern  division  of  those  roads  f 

Mr.  Miller.  How  many  trips  in  a  month  can  a  car  make  from  the 
mines  to  the  coal  docks? 

Mr.  Groverman.  There  is  not  what  I  would  call  any  Lake  Erie 
focus. 

Mr.  Miller.  Well,  take  the  West  Virginia,  Pennsylvania,  and 
Ohio  fields.  How  many  times  can  a  car  start  from  the  fields  and  go 
to  the  Lake  ports  and  get  back  ?    Once  a  month  ? 

Mr.  Groverman.  I  think  they  are  figuring  on  about  48  miles  a  day 
for  a  coal  car — ^I  mean  about  30  miles  a  day  for  a  coal  car. 

Mr.  Miller.  How  many  miles  is  it,  300  miles  ? 

Mr.  Groverman.  You  would  get  a  small  tonnage.    It  is  a  long  haul. 

Mr.  Miller.  You  want  4,000  cars  to  serve  your  requirements? 

Mr.  Groverman.  Yes. 

Mr.  Miller.  And  wouldn^t  the  20,000  cars  help  to  relieve  your 
situation  ? 

Mr.  Groverman.  Why,  certainly,  I  could  not  say  anything  else 
but  what  they  would. 

Mr.  Miller.  Then  the  Restriction  of  export  to  about  a  quarter  of 
their  present  amount  would  supply  a  considerable  number  of  cars 
and  at  the  same  time  would  stop  the  speculation  ? 

Mr.  Groverman.  I  do  not  know  that  that  would  stop  speculation. 
I  would  not  like  to  say  it.  I  do  not  know  enough  about  it.  But 
tertainly  if  you  took  the  cars  out  of  one  field  and  put  them  into 
another,  it  would  increase  the  car  supply  in  that  other  field. 

Mr.  Miller.  The  Fuel  Administration  during  the  war  attempted 
to  curtail  requirements,  to  the  extent  of  curtailing  export,  did  they 
not? 
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Mr.  Groverman.  I  think  so.    I  am  not  familiar  with  export. 

Mr.  Miller.  And  when  that  export  curtailment  ceased,  our  trou- 
bles commenced? 

Mr.  Groverman.  Somewhere  about  in  April,  and  then  our  prices, 
went  up. 

Mr.  Miller.  Is  that  the  way  you  remember  it? 

Mr.  Groverman.  I  do  not  associate  those  two  facts  together.  They 
may  have  happened. 

Sir.  Miller.  Your  prices  began  to  go  up  in  April? 

Mr.  Groverman.  I  say  it  may  have  happened. 

Mr.  Miller.  Do  you  Know  what  the  Lake  port  price  was  in  April 
for  coal? 

Mr.  Gro\^erman.  The  price  that  they  paid  at  the  mines? 

Mr.  Miller.  Yes. 

Mr.  Gro\^rman.  We  did  not  get  any  coal  up  there.  We  made  our 
contracts  for  coal  in  February  and  March  and  April,  for  a  certain 
definite  quantity,  based  on  car  supply.    We  do  not  buy  coal  day  by 

dav. 

Mr.  Miller.  The  spot  price  was  the  same  as  your  contract  price- 
at  that  time  ? 

Mr.  Groverman.  I  do  not  know.  We  have  our  coal  all  on  con- 
tract. 

Mr.  Miller.  You  do  not  know  what  the  spot  price  was  at  the  Lake 
ports? 

Mr.  Gro\^rman.  No. 

The  Chairman.  You  do  not  buy  any  spot  coal? 

Mr.  Groverman.  No  ;  unless  we  can  not  get  it  in  any  other  way. 

The  Chairman.  Mr.  Groverman,  I  thank  you  for  coming  nere,, 
ajid  if  you  have  any  further  suggestions  to  make  to  us  which  you 
think  will  relieve  the  coal  difficulty,  or  which  will  help  the  general 
transportation  situation,  we  will  be  glad  to  have  you  call  on  us. 

Mr.  Groverman.  Thank  you,  sir.  I  think  we  will  be  taken  care 
of,  if  this  order  is  executed,  and  I  want  to  say  to  you  and  to  your 
committee  that  I  am  going  to  camp  on  the  trail  and  see  that  it  is 
executed. 

The  Chairman.  We  would  be  very  glad  if  you  will  drop  us  a  line. 

Mr.  Groverman.  I  will  do  that.  Senator.  The  order  does  not  go 
into  effect  until  next  Monday.  I  am  going  to  give  it  one  week,  and 
I  am  going  to  be  in  Cleveland  with  Mr.  Griggs,  and  I  am  going  to 
find  out  just  how  many  cars  have  moved,  ana  if  they  are  not  mov- 
ing in  at  the  rate  of  4,000  cars  I  am  going  to  find  out  why. 

The  Chairman.  That  ends  the  hearing  for  to-day,  gentlemen,  and 
the  next  witnesses  we  will  have  here  will  be  some  wholesale  and 
retail  dealers,  but  we  do  not  think  we  will  have  a  hearing  for  to- 
morrow, but  it  will  be  for  the  end  of  the  week,  perhaps. 

(By  direction  of  the  chairman,  the  following  correspondence  was 
ordered  printed  in  the  record :) 

[Reeves  Coal  &  Dock  Co.  (Inc.).  Geo.  W.  McGill.  general  sales  manager.  Docks,  Superior, 
Wis.  Hot  stuff.  R.  C.  I>.  Lumber,  Coal  ft  Coke  Co.  Exchange.  Received  July  6. 
1920.  1^  111.  8.  &  G.  Co.     Coal  actually  In  transit.     Circular  "H.") 

Minneapolis,  Minn.,  July  S,  1920, 

We  have  actually  in  transit  and  can  reconsijoi  to  you  and  mail  you  car 
number  same  day  as  order  is  received,  and  on  which  we  quote  you  subject  to- 
prior  sale,  f.  o.  b.  cars  Manitowoc  or  Milwaukee,  as  follows : 

15  ears  Hazard  Kentucky  4-inch  block $15: 

7  cars  Hazard  Kentucky  4  by  2  Inch  egg 13" 
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In  i'Hi*e  you  nrp  Interested,  would  supgest  you  give  us  your  first  and  seeond 
<-hoict*s,  so  that  In  ease  your  first  eliolce  is  disixised  of  before  we  can  ro.'oive 
jour  order  we  can  reconsi;^!  your  second  dioice. 

In  <-ase  your  town  is  located  on  more  than  one  railroad  advise  which  route 
you  desire. 

The  coal  situation  Is  the  worst  in  the  coal  industry  and  no  signs  of  improve* 
ment  at  tlie  present  time  at  least.  The  docks  are  practically  ban*  and  very 
little  heade<l  that  way.  Thrashing  trade  will  soon  be  upon  us  and  if  you  are 
Intereste<l  in  any  of  the  above  grades,  would  certainly  advlst*  you  to  wire 
us  inime<11ately  upon  receipt  of  this  letter.     Wire  us  at  our  exi>ense. 

First  come,  first  served. 
Respectful  ly,  yours, 

Reevks  Coal  &  Dock  Co. 

I*.  S. — Renienil>er  the  coal  is  actually  roillnic.  We  have  the  car  numbers. 
Hot  stuff.  , 


tki.ktjkam  of  sknatok  cai.dku   •*(»  mk.  hill. 

July  23,  1920. 
I>oris  J.   Hill, 

(in  at  \ortfurn  JfaitroafI,  St.  Paul,  Minn,: 

You  are  quoted  in  the  Philadelphia  I^edger  of  .Tun(»  18  as  favoring  a  curb  on 
the  exportation  of  coal,  together  with  immediate  action  toward  bringing  coal 
up  the  I^akes  to  the  Northwest. 

Will  car  service  order  No.  10,  issued  by  the  Interstate  Commerce  Commission 
•on  July  20,  effect  complete  and  certain  relief  for  the  Northwest? 

Situation  in  the  Northeast  more  critical  than  on  June  17. 

Do  3-0U  still  favor  curb  on  exjwrtation  of  coal? 

Have  the  20,000  cars  referred  to  in  your  statement  been  retunied  from  west 
of  the  Mississippi  Hiver  to  the  bituminous  coal  fields? 

WiLLL\M  M.  Calder, 
Senate  Committee  on  Rteon*ttruetion  atid  Production, 

29  M'eM  Thirty-ninth  Street,  \ew  York  'City. 


reply  of  mr.  tiill  to  senator  caloee. 

July  27,  1020. 
Hon.  William"  M.  Calder, 

Chairman  Senate  Committee  on  Ifeeonstruction  and  Vroilmtyon, 

20  ^^'est  Thirty-ninth  Street,  New  York  City. 
Your  wire  of  23d  to  hand. 

We  feel  that  if  the  Interstate  Commerce  Conmiission  order  No.  10.  effective 
yesterday,  \¥^hich,  wc  understand,  provides  for  shipment  of  4,000  cars  or  ap- 
proximately 200.000  tons  per  day  to  Lake  Erie  ports  for  movement  beyond  by 
water,   is   <*arried  out,  situation  in   the  Northwest   wijl  be  fairly  well   taken 

care  of. 

It  is  of  course  always  questionable  whether  it  is  possible  to  adequately  take 
«are  of  requirements  at  Lake  Erie  ports  or  head  of  lakes  In  130  days,  as  com- 
pared with  the  regular  movement  In  season  of  approximately  220  days. 

Fipures  given  in  my  Interview  (in  the  Philadelphia  Le<lf?er  of  June  18)  re- 
garding Northwest  needs  very  conservative,  because  this  year  the  opening  of 
spring  found  bare  docks  at  head  of  the  lakes,  while  in  previous  years  there 
were  always  about  2,000,000  tons  carried  over.  It  is  the  first  time  In  the  his- 
torj'  of  the  Northwest  that  all-rail  Illinois  coal  has  been  stored  on  water-front 
<locks  at  Duluth  and  Superior,  and  used  to  fuel  boats  as  well  as  railroads  and 
other  Industries  which  have  always  secured  their  coal  supply  in  the  past  from 
the  lakes. 

Regarding  exportation,  we  feel  conditions  require  this  country's  needs  be 
taken  care  of  before  coal  is  shipped  to  foreign  countries.     If  it  were  i)ossIble 
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to  mine  a  surplus  of  coal  it  would  be  desirable  to  find  an  export  market,  but: 
with  tlie  serious  shortage  in  practically  every  State  the  needs  of  this  country 
should  be  adequately  taken  care  of  before  exporting  coal.  We  feel  exorbitant 
prices  being  paid  by  agents  of  foreign  countries  for  export  coal  has  had  ai^ 
unusual  effect  on  prices  and  distribution  in  this  country. 

It  is  our  understanding  coal  cars  have  been  moving  in  large  volume  under 
Interstate  Commerce  order  to  coal  mines  from  the  West,  and  this  movement 
has  continued  daily. 

I  greatly  appreciate  your  message,  as  I  know  your  personal  interest  In  the- 
matter  will  be  very  helpful  to  a  most  serious  and  important  situation. 

L.  W.  Hill, 
(}reat  Northern  Railroad, 

St.  Paul  Mnn. 

i Whereupon,  at  5.40  p.  m.,  the  committee  adjourned  to  meet  at  the- 
of  the  chairman.) 
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FRIDAY,  JULY  28,  1920. 

United  States  Senate, 
Select  Committee  on  Eeconstructtion  and  Production, 

New  York  City,  N.  T. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  room 
1101,  En^neerinff  Societies  Building,  29  West  Thirty-ninth  Street,. 
Senator  William  m.  Calder  presiding. 

Present:  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller^ 
assistant  to  the  committee. 

The  Chairman.  Mr.  Carlisle,  will  you  please  give  the  stenographer 
your  name  and  address? 

STATEMENT  OF  MB.  J^  B.  CASUSLE,  OF  WATEBTOWN,  N.  T. 

Mr.  Carlisle.  J.  E.  Carlisle,  Watertown,  N.  Y. 

The  Chairman.  Mr.  Carlisle,  this  committee  was  appointed  by  the 
United  States  Senate  to  take  up  the  question  of  general  construction. 
It  was  not  appointed  directly  to  inquire  into  the  coal  situation,  but 
as  construction  is  largely  affected  by  transportation,  which  now 
seems  to  be  monopolized  by  the  coal  industries  as  well  as  by  increased 
cost  of  fuel,  we  are  inquiring  into  the  coal  situation.  We  have  had  a 
witness  from  New  England  and  a  witness  from  the  Northwest,  and 
realizbg  that  the  cojQ  situation  is  verv  critical  in  northern  New 
York,  we  are  anxious  to  have  all  the  information  we  can  about  that 
section. 

Just  what  are  the  conditions  in  your  part  of  the  State  and  what 
snffgrestions  have  vou  to  make  as  to  remedies? 

Mr.  Carlisle.  I  represent  what  we  call  northern  New  York,  in- 
cluding the  counties  or  St.  Lawrence,  Franklin,  Lewis,  and  Jefferson. 
We  are  dependent  entirely  upon  rail  for  means  of  communication 
and  have  very  severe  climatic  conditions  in  the  winter  time,  so  that 
during  the  past  several  years,  when  the  climatic  conditions  are  bad, 
our  mills  have  been  obliged  to  shut  down  because  they  couldn't  get 
the  coal  up  to  us,  even  though  they  had  it,  and  it  has  been  recognized 
that  we  are  a  section  of  the  country  where  it  is  absolutely  necessary 
not  only  that  we  get  our  coal  for  current  needs  but  also  that  we  must 
kave  coal  for  winter  reserves;  otherwise  our  mills  and  factories 
would  have  to  shut  down. 

Of  course,  every  section  necessarily  and  naturally  thinks  that  it  is 
the  most  important  section,  but  we  produce  up  there,  first,  a  large 
<lttantity  of  newsprint  papier ;  second,  our  next  largest  industries  are 
engraped  in  the  production  of  food  products,  in  the  way  of  creameries, 
and  institutions  such  as  Libby-McNeil,  of  Chicago,  haVe  a  plant  up 
there.  Our  products  are  all  products  that  are  absolutely  essential 
Mid  different  from  the  ordinary  manufacturing  products,  particu- 
larly with  respect  to  the  manufacture  of  newsprint  paper. 
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V\\'  have  got  to  have  coal  to  supply  our  water-power  plants.  These 
water-power  plants  are  devoted  to  supplying  power  for  the  different 
industries  in  our  section.  If  we  fail  to  get  coal,  then  we  not  only 
lose  the  advantages  of  running  our  mills  by  coal,  but  lose  the  ad- 
vantage of  all  our  water-power  properties,  because  they  have  to  shut 
down  when  we  are  out  of  coal.  Just  in  our  immediate  vicinity  we 
use  66,000  horsepower.  Of  that  only  7,000  horsepower  is  by  steam 
and  the  other  59,000  is  water  power.  If  we  can't  get  enough  coal 
to  take  care  of  the  7,000  horsepower  by  steam  and  we  can't  use  our 
water  power  then  we  are  totally  unable  to  carry  on  our  industries. 

We  don't  ask  any  favors  in  northern  New  \  ork,  we  simply  want 
to  get  our  normal  demands  for  coal.  So  far  as  we  can  learn,  there 
is  plenty  of  coal  in  the  country.  The  real  trouble  seems  to  be  with 
transportation.  I  personally  have  always  believed  that  since  this 
trouble  came  on  the  Government  ou^ht  to  in  some  way  take  care  of 
the  question  of  export  of  coal,  limiting  it  until  the  needs  of  this 
country  are  taken  care  of.  Every  other  country  is  protecting  its 
natural  resources  for  its  own  people.  Certainly  coal  is  power,  and  if 
we  let  coal  go  out  of  the  country  that  we  could  use  for  developing 
our  own  water  power  and  running  our  mills,  we  will  not  be  able  to 
keep  our  labor  employed  and  our  productvjn  going. 

If  we  let  the  coal  go  out  of  the  country  we  are  simply  letting  power 
go  out  of  the  country,  and  we  are  letting  some  other  country  have 
the  power  to  produce  and  manufacture  things  which  we  ought  to 
produce  at  home.  Our  coal  supply  in  terms  of  power  is  as  significant 
as  our  water  power.  I  don't  believe  that  we  ought  to  stop  all  export 
of  coal,  but  I  do  think  there  ought  to  be  some  method  whereby  the 
needs  in  this  country  would  be  taken  care  of  first  before  we  let  any 
coal  go  out  of  the  country  that  somebody  else  is  going  to  use  in  mail- 
ing power  in  another  country.  We  are  naturally  somewhat  fearful 
about  these  priority  orders  that  have  been  issued.  ,  Apparently  the 
Interstate  Commerce  Commission  is  allowing  priorities  to  sections 
tliaf  have  both  rail  and  water  communications.  Both  New  Eng- 
land and  the  Northwest  have  communication  by  rail  and  water,  but 
we  have  nothing  but  rail.  We  are  just  as  bad  off  as  New  England 
or  the  Northwest  with  regard  to  coal;  w^e  can  not  seem  to  get  it  even 
though  we  are  willing  to  pay  for  it.  We  are  obliged  to  buy  spot 
coal.  We  have  got  our  coal  contracted  for,  but  we  can  not  get  de- 
livery owning  to  shortage  of  coal  cars.  Our  people  have  to  get  into 
the  spot  market  and  pay  $12  a  ton  for  coal  at  the  mine  when  we  have 
contracted  for  coal  at  the  mines  at  from  $4  to  $4.25  per  ton  in  order 
to  get  coal  necessary  to  keep  us  going  up  there. 

Take  the  situation  at  Watertown,  for  instance.  Ordinarily  at  this 
time  of  the  year  I  am  informed  that  there  is  usuallv  in  storage  from 
25.000  to  30,000  tons  of  soft  coal  for  winter  use.  iTo-day  there  isn't 
a  pound  there.  We  are  getting  enough  to  take  care  of  our  current 
needs,  but  we  are  fearful  as  to  whether  w^e  will  be  able  to  get  suffi- 
cient supply  of  coal  to  lay  by  reserves  for  the  coming  winter.  To 
illustrate  the  situation  we  are  now  confronting,  I  was  given  a  memo- 
randum, which  I  now  read  into  the  record,  which  gives  a  true  picture 
of  the  conditions  in  northern  New  York : 

Three  large  mills  in  northern  New  York — ^the  De  Grasse  Paper  Co.. 
the  High  Falls  Pulp  &  Paper  Co.,  and  the  Carthage  Sulphite  Pulp 
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&  Paper  Co. — ^joined  three  years  ago  in  the  purchase  and  operation 
of  their  own  coal  mine  in  the  central  Pennsylvania  field.  They  im- 
proved the  property  and  increased  its  production  solely  for  their 
own  coal  requirements. 

This  policy  removed  three  large  consumers  from  the  competitive 
markets,  to  the  advantage  of  those  who  buy  there.  Furthermore, 
these  mills  are  able  to  store  their  winter  coal  in  the  spring  and  early 
summer,  thus  reUeving  autumn  transportation  congestion.  Yet  these 
commendable  methods  are  almost  nullified  this  year.  Instead  of 
being  able  to  ship  and  store  their  winter  coal  now,  these  three  mills 
have  not  received  since  June  1  enough  coal  for  their  daily  consump- 
tion. 

Their  reserves  have  now  been  drained.  In  order  to  continue  oper- 
ations one  of  the  mills  has  been  driven  into  the  spot  market,  thereby 
adding  to  the  hard-pressed  throng,  while  another  of  the  mills  has 
subsisted  on  a  generous  loan  of  coal,  which  must  be  returned  later. 

I  learned  that  the  mine  operated  by  these  three  mills  obtained 
during  June  only  one-half  or  its  rated  car  supply,  and  that  of  the 
cars  allotted,  nearly  one-half  were  taken  by  the  railroads  through 
practices  varying  from  coercion  to  confiscation.  This  gave  the  mills 
only  one-fourth  of  their  expected  supply. 

xhe  favorite  coercive  practice  of  the  railroads  is  to  assign  cars  to  a 
mine  only  on  condition  that  they  are  loaded  with  railway  fuel.  The 
mine  operator  can  have  his  choice  of  giving  his  coal  to  the  railroad 
on  certain  days  of  the  week  or  standing  idle,  no  matter  how  urgent 
the  needs  of  private  industries. 

The  net  result  is  these  three  mills,  owning  and  operating  their  own 
mine,  are  depending  on  what  coal  triey  can  get  from  day  to  day,  and 
they  have  none  in  reserve,  compared  with  two  to  three  months'  sup- 
ply in  storage  for  winter  at  this  time  last  year.  Their  predicament 
is  due  solely  to  lack  of  car  supply  at  their  mine  and  to  practical  con- 
fiscations growing  out  of  the  system  of  assigned  cars  for  railway  fuel. 

I  think  that  states  our  situation  up  there  in  a  general  way  and  our 
needs.  We  are  located  on  one  railroad.  We  have  no  way  of  getting 
coal  except  by  railroad,  and,  we  do  not  think  that  there  should  be  a 
discrimination  in  favor  of  other  sections  of  the  country  as  against 
our  section. 

The  Chairman.  Do  I  understand  you  to  say  that  you  are  discussing 
the  situation  in  northern  New  York? 

Mr.  Carijsle.  Yes,  sir;  Franklin,  Lewis,  Jefferson,  and  St.  Law- 
rence Counties. 

The  Chairman.  What  are  the  annual  requirements  of  these  coun- 
ties? 

Mr.  Carlisle.  I  do  not  know  what  their  annual  requirements  are. 
We  use  a  great  deal  of  water  power  and  coal  is  simply  power. 

The  Chairman.  Do  you  know  the  percentage  of  your  requirements 
you  have  received  so  far  this  year? 

Mr.  Carlisle.  We  are  receiving  practically  enough  to  take  care  of 
our  current  needs.  We  are  merely  getting  by  from  day  to  day.  The 
coal  situation  is  very  acute  and  wnat  we  are  fearful  oi  is  the  coming 
winter. 

The  Chairman.  Have  you  or  any  of  your  representatives  from 
northern  New  York  appeared  before  the  Interstate  Commerce  Com- 
mission and  asked  for  relief? 
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Mr.  Carlisle.  We  have  written  them;  we  have  not  appeared  in 
person. 

The  Chairman.  Have  you  seen  this  order  No.  10,  which  was 
issued  the  other  day  ? 

Mr.  Carlisle.  Yes. 

The  Chairman.  Will  that  help  your  section? 

Mr.  Carlisle.  It  will  hurt  us. 

The  Chairman.  Why  will  it  hurt  you  ? 

Mr.  Carlisle.  Four  thousand  cars  are  sent  daily  to  the  Lake  Erie 
ports,  under  general  order  No.  10,  and  this  means  that  a  practical 
embargo  is  declared  against  other  sections  of  the  country.  If  an 
attempt  is  made  to  remedy  this  by  issuing  other  similar  orders  in 
favor  of  other  sections  of  the  country,  it  means  that  we  shall  be  back 
again  in  the  same  situation.  In  northern  New  York  State  we  are 
going  to  be  penalized  by  priority  orders  given  to  sections  of  the 
country  that  have  both  water  and  rail  'transport,  whereas  we  are 
entirely  dependent  on  the  railroads,  in  fact  on  a  single  railroad,  the 
New  York  Central.  Undoubtedly  some  of  the  cars  that  will  be  used 
under  this  order  for  carrying,  coal  to  the  Northwest  would  ordinarily 
have  been  used  in  carrying  coal  into  New  York  State.  How  much 
the  order  is  going  to  arfect  us,  we  don't  know. 

The  Chairman.  The  Northwest,  as  you  know,  Mr.  Carlisle,  is  fac- 
ing a  very  serious  shortage  of  coal  and  something  must  be  done  to 
expedite  delivery  to  that  section  and  coal  must  be  delivered  to  the 
Lalce  ports  before  the  Lakes  are  frozen  over. 

Mr.  Carlisle.  There  are  some  things  that  might  be  said  in  favor 
of  order  No.  10.  Possibly  conditions  may  justify  it ;  but  the  North- 
west gets  an  order  and  New  England  gets  an  order  and  we  get 
nothing. 

The  Chairman.  May  I  suggest,  Mr.  Carlisle,  that  if  you  will 
formulate  your  demands  upon  the  Interstate  Commerce  Commission 
for  relief  of  your  coal  situation  and  will  send  a  copy  of  your  letter^ 
I  will  be  glaa  to  see  that  you  are  accorded  an  opportunity  to  present 
your  case  to  the  committee.  You  said  a  moment  ago  that  the  export 
of  coal  undoubtedly  had  an  effect  upon  the  coal  situation  in  this 
country.  As  I  understand  it,  the  export  of  coal  this  year  is  about 
four  times  what  it  has  been  in  previous  years,  and  that  they  are  ex- 
porting as  high  as  2,000,000  tons  a  month.  Do  you  think  that  a 
restriction  on  the  export  of  coal  would  lower  the  price  of  coal  in 
this  country? 

Mr.  Carlisle.  Undoubtedly. 

The  Chairman.  When  did  you  first  observe  that  the  price  of  coal 
was  increasing  in  your  part  of  the  country? 

Mr.  Carlisle.  It  has  been  going  up  for  the  past  two  or  three  years. 
The  Chairman.  Have  j^ou  got  any  information  as  to  the  present 
supply  of  coal  in  your  part  of  the  State  ? 

Mr.  Carlisle.  Apparently,  from  what  I  can  learn,  there  seems  to- 
be  enouffh  coal  up  there  to  meet  the  current  needs  of  the  people ;  but, 
as  I  said  before,  what  we  are  fearful  about  is  the  supplj'  for  the 
coming  winter.  None  of  the  coal  dealers  has  refused  to  accept  orders 
for  coal,  but  getting  transportation  to  fill  the  orders  seems  to  be  the- 
trouble. 

The  Chairman.  Thank  you  very  much,  Mr.  Carlisle,  for  the  way 
in  which  you  have  presented  your  situation. 
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The  Chairman.  Mr.  Barrett,  will  you  give  the  stenographer  your 
name  and  address  ? 

STATEMENT  OF  MB.  ALFKED  M.  BAERETT,  DEPUTY  PUBLIC 
SEEVICE  COMiaSSIONEE,  NEW  YOBX  CITY. 

Mr.  Barrett.  Alfred  M.  Barrett,  deputy  and  acting  public  service 
commissioner  for  the  first  district,  49  Lafayette  Street,  New  York 
City. 

The  Chairman.  We  would  like  to  hear  from  you  as  to  the  coal 
situation  in  New  York  City;  and  being  a  New  Yorker  myself,  I 
would  be  interested  in  hearing  from  you.  You  know  what  the  re- 
quirements of  the  public  utilities  are;  what  in  your  judgment  would 
be  a  remedy  for  the  situation  ? 

Mr.  Barrett.  As  you  know,  the  public  service  commission  is  sup- 
posed to  regulate  the  subways,  the  elevated  railroads,  the  street  car 
lines,  the  electric  light  companies,  the  gas  companies,  and  certain 
power  plants.  We  are  very  much  concerned  about  the  coal  situation, 
because  if  we  don't  see  that  the  public  utilities  have  sufficient  coal  to 
operate,  and  as  a  result  of  this,  of  course,  would  have  to  shut  down, 
it  would  be  a  matter  of  great  concern  not  only  to  the  public  utili- 
ties but  also  to  the  entire  community.  Two  months  ago  we  became 
alarmed  as  to  the  coal  situation  in  relation  to  these  utilities,  and 
about  the  24th  of  May  we  addressed  a  communication  to  Washington 
in  relation  to  the  situation  in  connection  with  coal  and  public  utilities. 

There  was  not  much  chan|re  in  the  situation  on  account  of  that 
communication,  and  on  or  about  June  24  of  this  year  the  utilities 
called  upon  the  public  service  commission  and  advised  them  that  if 
they  dici  not  receive  more  coal  immediately  they  would  be  compelled 
within  a  verj'  few  days  to  close  down.  1  was  acting  commissioner 
at  the  time,  and  I  was  very  much  impressed  with  the  statements  they 
made,  and  1  verified  their  statements  from  reports  which  we  had  on 
file.  Realizing  that  some  drastic  action  must  oe  taken,  we  addressed 
a  telegram  to  I^resident  Wilson,  stating  therein  that  unless  coal  cars 
were  directed  by  the  Government  to  the  mines  the  public  utilities  of 
the  State  of  New  York  would  close  down  within  one  week.  Two  days 
afterwards  a  conference  was  called  of  the  coal-carrying  railroads, 
the  public  utilities,  and  the  public  service  commission,  and  at  that 
time  we  were  assured  by  the  railroads  that  they  would  do  everything 
possible  to  meet  the  needs  of  these  companies.  1  urged  upon  the  Gov- 
ernment to  put  an  embargo  on  the  export  of  coal.  I  realized  that  con- 
siderable coal  was  going  abroad,  ana  that  not  only  caused  a  scarcity 
in  coal  for  home  consumption,  but  also  raised  the  price  almost  out  of 
all  proportion  to  its  value.  The  coal  situation  has  not  changed 
much  from  what  it  was  about  the  1st  of  July.  In  order  to  meet  the 
requirements  of  these  various  public  utilities — to  have  a  storage  for 
the  winter — we  figured  that  beginning  the  1st  of  July  and  up  to  and 
including  Septemoer  15  the  utilities  of  the  city  of  New  York  should 
receive  500  carloads  of  soft  coal  per  day,  continuing  at  the  rate  of 
500  carloads  per  day  from  the  1st  of  July  to  Septemoer  15.  We  are 
to-day  receiving,  and  have  been  receiving  for  some  time,  hardly 
enough  coal  for  each  day's  consumption,  not  leaving  us  anything  at 
ftfl  for  the  matter  of  storage. 

Now,  on  the  first  week  in  July  this  year  the  public  utilities  had 
137,000  tons  of  coal.    By  that  I  mean  that  if  I  took  all  the  coal  under 
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the  control  of  all  the  public  utilities  in  the  city  and  put  it  into  one 
bin  there  would  be  137,000  toiLS  among  all  these  utilities,  which  would 
be  a  supply  of  about  six  days.  To-day  we  have  on  hand — or  as  of 
yesterday — 239,000  tons.  That  is  just  "about  a  10  days'  supply,  and 
while  the  situation  has  been  changed  by  about  20,000  or  30,000  tons 
since  last  week,  it  is  no  indication  that  we  are  going  to  get  anywhere 
near  the  amount  of  coal  required  to  carry  them  over  tne  winter.  I 
have  here,  and  will  leave  as  a  matter  of  record,  the  amount  of  coal 
that  each  utility  has  on  hand,  and  how  much  their  requirements  are 
for  each  da3\ 

I  happen  to  be  a  member  of  the  terminal  committee,  appointed 
hy  the  Interstate  Commerce  Commission.  We  have  our  headquarters 
with  the  public  service  commission,  and  we  have  done  our  utmost 
to  see  that  congestion  in  this  harbor  is  relieved,  and  we  have  found 
in  some  instances  a  great  deal  of  coal  that  was  not  being  unloaded 
and  that  was  in  the  vicinity  of  New  York.  I  followed  up  a  report 
that  one  railroad  a  few  wecKS  ago  had  nine  hundred  odd  carloads  of 
coal  almost  in  the  harbor,  and  over  in  Staten  Island  there  were  two 
or  three  hundred  cars.  We  have  got  all  that  coal  moving,  and  are 
giving  particular  attention  to  the  moving  of  the  cars  of  coal  in,  not 
only  to  get  them  unloaded,  but  also  to  get  the  cars  in  use.  AVe  loiow 
nothing  about  the  price  that  the  utilities  are  paying  for  coal,  for  the 
reason  that  we  have  not  inquired  into  that  as  long  as  they  are  get- 
ting coal,  but  even  though  they  have  to  pay  high  prices  for  coal,  if 
we  learn  that  it  can  be  gotten,  we  probably  will  insist  upon  their 
getting  the  coal. 

We  can  not  understand  why  there  should  be  such  a  high  price  for 
coal,  and  we  are  not  thoroughly  convinced  that  there  is  a  good  rea- 
son for  the  shortage  of  coal.  You  recall  last  year,  and  the  year 
before,  and  the  year  before,  we  had  a  war  on.  'Then  these  coal  cars 
were  being  utilized  for  other  purposes  than  carrying  coal.  Still 
we  got  it.    And  we  did  not  have  to  pay  such  a  tremendously  high 

Srice  and  our  utilities  were  in  a  far  better  condition  than  to-day. 
ow,  this  company  I  am  referring  to  has  to-day  5,000  tons  of  soft 
coal  on  hand.    In  the  year  1913  this  company  had  on  han,d : 

Tons. 

May  1 177, 000 

June  1 195, 000 

July  1 199, 000 

Aug.  1 204.  000 

Sept.  1 210, 000 

Oct.  1 228, 000 

Nov.  1 ' 217, 000 

Dec.  1 208, 000 

To-day  that  company  has  5,000  tons.  In  1914  in  the  month  of 
May  it  had  227,000  tons.  In  the  month  of  December,  that  same  year 
it  had  231,000  tons.  To-day  it  has  5,000  tons.  In  July,  1913,  it  had 
199.000  tons;  in  1914,  it  had  228,000  tons.  In  1915,  it  had  241,000 
tons;  and  in  1916.  200,000  tons;  and  in  1919,  it  had  88,000  tons;  and 
in  July,  1920,  it  has  5,000  tons.  To-day,  1920,  in  the  same  month, 
5,000  tons  of  coal  in  that  plant — one  oi  the  most  important  in  the 
city  of  New  York. 

We  ought  to  have  to-day  between  500^000  and  600,000  tons  of 
coal  in  storage  for  the  various  public  utilities  and  we  have  238,000 
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tons,  which  is  just  10  days'  supply.  If  we  should  have  strikes  on  the 
railroads  or  in  the  mines  we  would  practically,  in  a  week's  time,  have 
to  close  down  these  utilities. 

The  Chairman.  Commissioner  Barrett,  is  all  of  the  soft  coal  used 
in  Xew  York  City  brought  here  by  rail  ? 

Mr.  Barrett.  Mr.  Lieb  can  tell  vou  about  that. 

Mr.  Lteb.  Very  largely,  except  bunker  coal. 

The  Chairman.  How  does  bunker  coal  get  there? 

Mr.  LrEB.  From  Hampton  Roads. 

The  Chairman.  Much,  Mr.  Lieb? 

Mr.  L#iEB.  Not  very  much. 

The  Chairman.  Commissioner  Barrett,  do  you  know  the  annual 
requirements  of  the  public  utilities  in  the  city  of  New  York? 

Mr.  Barrett.  I  would  imagine  that,  take  them  all  together,  it 
would  be  about  25,000  tons  per  day. 

Coal  requirements  for  Nac  York  City. 


I 

Daily  con- 
,  sumption. 


Daily 
storage. 


BrruiiiNOus. 


Oross  ton*,  i  Oross  tonf. 


York  Edison  Co 

Brooklyn  Edison  Co , 

fatfiprbaroueh  Rapid  Transit  Co 

Breoklvn  Rapid  Transit  Co 

Consolidated  Gas  Co , 

New  York  Steam  Co 

Kloes  Coantv  LightingCo.,  Queens  Borough  Gas  &  Electric  Co., 
Richmond '  Li^ht  &  Railroad  Co.,  Bronx  G&s  &  Electric  Co., 
BrooKlvn  Union  Gas  Co 


Total. 


ANTHRACITE. 


Co»<4ida€ed  Gas  Co 

Kins^  County  Lighting  Co 

Brooklm  XJiiion  Oas  Co 

Bronx  Gas  &  Electric  Co 

York  <fe  Richmond  Gas  Co. 

York  Steam  Co 


Total. 


4,000 
1,800 
2,000  ' 
1,000  ' 
1,36.5  I 
300 


221 


10,6^6 


J'60 

130 

1.055 

32 

38 

475 


2,590 


1,800 
1,000 


650 

3,222 

400 


190 


7,262 


1,133 

160 

1,045 

40 

50 

500 


2,928 


Total 
daily  re- 
quirements. 


Oross  tariA. 
5,800 
2,800 
2,000 
1,650 
4,oS7 
700 


411 


17,948 


1,093 

290 

2,100 

72 

88 

975 


6,518 


SUMMARY. 


Dftfly  requirements  bituminous  coal  to  Sept.  15 17,  948 

I>aily  requirements  anthracite  coal  to  Sept.  15 5, 518 

Total 23, 466 

I  have  a  letter  here  which  might  be  interesting  to  you.  It  was  not 
addressed  to  us,  but  to  a  railroad  company,  but  a  copy  of  it  was  sent 
to  the  public  service  commission.  I  will  leave  it  with  you  if  you 
to  have  it.     It  is  from  the  New  York  Steam  Co.    The  New  York 


Steam  Co.  uses  550  tons  of  coal  per  day,  and  they  have  a  contract  bv 
which  they  are  to  get  just  about  that  amount.  They  have  one  day  s 
supply  of  coal  on  hand  and  if  anything  should  happen  so  they  could 
not  get  the  coal  they,  too,  would  have  to  close  down. 

I  do  not  believe  there  is  a  greater  responsibility  resting  upon  the 
Government,  the  coal  producer,  or  the  public  utilities  than  to  get 
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suflScient  coal  to  the  city  of  New  York.  If  our  lighting  plants,  our 
car  lines,  our  subways  shut  down  the  people  could  not  get  to  and 
from  their  work,  and  if  our  electric-light  plants  shut  down,  you 
know  what  difficulties  we  would  have  there.  We  are  much  concerned 
about  it.  We  have  done  everything  possible,  but  the  great  diffi- 
culty, as  I  find  it,  is  that  we  can  not  put  our  hands  upon  a  power 
that  can  bring  results  that  ought  to  be  brought  in  order  that  the 
situation  could  be  cleared.  We  have  attended  several  meetings,  and 
it  seems  that  there  was  a  spirit  of  cooperation  on  the  part  of  every- 
body, but  when  it  comes  down  to  some  final  action  we  lack  the 
partv  or  the  individual  that  can  bring  that  about. 

We  will  keep  on  presenting  figures.  Unless  we  get  some  power 
that  is  going  to  take  this  situation  up  and  settle  it,  something  will 
happen  and  the  City  of  New  York  will  close  down,  because  you 
can't  run  this  city  on  one  week's  supply  of  coal.  We  are  not  getting 
the  coal  for  the  utilities  in  the  summer  time;  the  wintertime  wifi 
come  along  and  the  householder  is  going  to  demand  coal.  There 
will  be  a  demand  on  the  cars  that  carry  coal  for  the  utilities  to  carry 
hard  coal  for  the  ordinary  consumer,  and  if  they  can't  supply  the 
cars  now  for  the  soft  coal,  what  are  they  going  to  do  when  there 
is  a  demand  for  the  hard  coal.  When  the  city  begins  to  get  in  its 
winter  supply  the  poor  man  will  make  such  a  demand  that  neither 
the  utilities  nor  the  public  will  get  it  to  any  great  extent.  That  is 
bothering  us,  because  we  know  the  cars  that  might  be  utilized  for 
soft  coal  will  be  used  to  carry  hard  coal. 

The  Chairman.  We  have  no  power  here  to  get  coal  for  you,  but 
we  should  be  very  glad  to  join  with  you  and  demand  it  from  trie  Com- 
merce Commission  or  anybody  else  with  authority  in  the  matter.  I 
have  felt  that  this  tremendous  exportation  of  coal  during  the  last 
two  or  three  months  (four  times  what  it  was)  has  in  some  way 
affected  the  supply. 

Mr.  Barrett.  We  have  put  an  embargo  on  coal  for  export.  I 
understood  that  any  contract  made  for  export  previous  to  the  24th 
of  June  would  be  carried  into  effect,  but  have  now  heard  indirectly 
that  coal  is  being  shipped  to  Canada,  and  Canada's  export,  in  an  in- 
direct method  is  being  taken  away  from  us,  just  as  if  it  were  being 
sent  abroad  from  here.  That  is  a  matter  that  should  receive  some 
attention. 

The  Chairman.  We  have  had  some  information  of  that  character, 
too. 

Does  the  terminal  committee  keep  a  record  of  the  coal  cars  which 
are  being  held  up  in  the  Citv  of  New  York  from  day  to  day? 

Mr.  Barrett.  Yes ;  and  they  immediately  advise  Washington. 

The  Chairman.  Have  you  any  recollection  of  how  that  record 
nms? 

Mr.  Barrett.  I  have  not.  Washington  has  appointed  a  chair- 
man of  the  committee  who  is  utilizing  whatever  information  we  can 
get  for  him  and  has  the  records  in  his  office,. 

The  Chairman.  Could  you  give  us  a  picture  of  the  amount  of 
cars  held  near  New  York  and  about  how  long  they  are  being  held? 

Mr.  Barrett.  We  can  do  that.  Not  now,  but  I  will  have  it  sent 
to  you. 
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The  Chairman.  Mr.  Lieb,  this  committee  is  very  anxious  to  ascer- 
tain from  you  the  situation  as  concerns  the  coal  supply  of  your  com- 
pany. We  would  like  you  to  tell  us  your  annual  requirements,  what 
I)€rcentaffe  of  your  annual  requirements  you  receive  during  this 
period  oi  the  year,  what  percentage  you  have  been  receiving,  and 
any  other  information  you  believe  would  be  helpful  to  the  com- 
mittee.   You  may  proceed  in  your  own  way. 

STATEMENT  OF  JOHN  W.  UEB,  VICE  PEESIDENT,  NEW  TOBE 

EDISON  CO.,  NEW  YOKK  CITY. 

Mr.  Lieb.  Mr.  Chairman,  the  New  York  Edison  Co.  is  a  char- 
acteristic case  of  a  public  utility,  an  electric  light  and  power  com- 
pany, that  renders  service  in  our  larger  cities.  The  service  that  we 
are  rendering  is  of  a  very  essential  cnaracter  to  the  commimity — to 
its  life,  health,  and  activities.  The  New  Y  ork  Edison  Co.,  for  in- 
stance, is  supplying  the  energy  for  the  operation  of  some  of  the  street 
railroads  of  tne  city,  and  it  is  supplying  the  energy  for  the  operation 
of  a  trimk  line  railroad — the  New  York,  New  Haven  &  Hartford's 
road  from  Woodlawn  practically  to  Stamford — in  other  words  the 
western  branch  of  its  service,  the  eastern  branch  being  taken  care  of 
by  its  own  power  house  at  Cos  Cob. 

We  supply  energy  to  the  New  York,  Westchester  &  Boston  Rail- 
road ;  we  operate  practically  all  of  the  telegraph  and  telephone  sys- 
tems of  New  York  City,  all  of  the  street  lighting.  All  of  the  hos- 
pitals practically  are  supplied  with  our  system.  ±he  high-pressure 
pumping  service  of  New  York  City  and  the  fire  system  oi  the  whole 
lower  part  of  Manhattan  is  dependent  upon  the  electrical  energy 
we  give.  In  other  words,  we  are  a  very  essential  and  necessary  efe- 
ment  of  public  activity.  In  addition  to  the  light  and  power  of  the 
buildings  and  suppljong  of  industrial  power  on  a  large  scale,  we  sup- 
ply most  of  the  vertical  transportation  of  the  city.  In  other  words, 
from  our  service  are  supplied  most  of  the  elevators  in  buildings, 
enabling  people  to  go  upstairs  to  their  offices,  so  that  interference 
with  our  service  womd  be  a  dire  public  calamity. 

Speaking  for  the  New  York  Edison  Co.,  we  have  now,  and  have 
had  for  years  past,  term  contracts  for  more  than  all  of  our  require- 
ments. Our  present  contracts  are  roughlv  for  110  to  120  per  cent  of 
our  yearly  requirements;  in  other  words,  10  to  20  per  cent  more 
than  our  total  yearly  requirements,  and  that  has  been  so  for  some 
time  past. 

The  Chairman.  Why  do  you  buy  more  than  you  need? 

Mr.  Lieb.  Because  we  do  not  receive  anywhere  near  what  we  buy 
or  contract  for  arid  that  has  been  so  particularly  during  this  past 
year.  If  we  received  all  that  we  had  contracted  for  and  have  fixed 
term  yearly  contracts  for,  it  would  not  be  necessary  for  us  to  appear 
here  and  plead  our  cause. 

At  this  time  I  think  it  would  be  desirable  to  present,  as  giving  a 
picture  of  our  situation,  the  contracts  which  we  made  for  the  New 
York  Edison  Co.,  the  United  Electric  light  &  Power  Co.,  and  the 
affiliated  electric  companies,  all  of  these  companies  being  affiliated 
^th  the  Consolidated  Gas  Co.,  of  New  York.  The  total  tonnage 
that  we  contracted  for  for  the  coal  year  April  1,  1920,  to  March  31, 
1921,  was  1,538,448  tons. 
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The  Chairman.  Can  you  give  us  the  contract  price  ? 

Mr.  LiEB.  No ;  that  is  not  given.  I  will  be  glad  to  give  a  general 
statement  as  to  that  if  you  desire,  and  I  have  given  here  the  indi- 
vidual contracts  that  we  have,  the  contract  period  they  cover,  the 
weekly  ^deliveries  which  would  have  been  expected  and  should  be 
expected  under  them,  and  the  percentage  of  the  contract  requirements 
which  we  have  received  from  April  1.  1920,  to  June  20,  1920.  Now, 
that  indicates  that  since  the  1st  of  April  we  have  received  on  the 
average  and  in  total  52  per  cent  of  our  total  contract  requirements. 

The  Chairman.  That  means  about  50  per  cent  of  normal— of  what 
you  have  received  in  past  years? 

Mr.  LiEB.  Yes ;  within  the  last  year  or  two.  Of  course,  we  have 
received  larger  percentages  of  our  contracts  in  years  gone  by,  but 
in  the  last  year  or  two  this  is  more  or  less  characteristic  of  the  deliv- 
eries received. 

Now,  the  average  daily  consumption  for  that  group  of  companies 
of  New  York  City  is,  roughly,  4,000  tons.  At  the  time  this  statement 
was  made  out  we  had  a  reserve  stock  on  hand  of  49,981  tons.  Now 
we  have  a  storage  capacity  almost  unlimited,  one  might  say,  but  spe- 
cifically we  have  a  storage  yard  independent  of  our  plants  at  Edge- 
water,  N.  J.,  where  we  can  store  250,000  tons  of  coal.  Usually  we 
have  gone  through  the  winter  season  by  having  there  150,000  to 
200,000  tons  of  coal.  ^We  went  into  this  last  winter,  1919-20,  with  a 
fair  amount  of  coal  in  storage  (something  like  125,000  or  130,000  tons) 
most  fortunately,  because  with  the  interference  of  deliveries,  due  to 
the  very  critical  harbor  conditions  and  the  interference  with  deliv- 
eries due  to  the  strike  in  the  mines  and  on  the  railroads,  and  the 
critical  condition  that  ensued  during  an  unusually  severe  winter, 
when  coal  could  not  be  gotten  out  of  the  coal  cars,  we  saw  that  re- 
serve gradually  melt  away,  until  a  month  or  two  ago  there  wasn't 
any  there  at  all  at  Edgewater.^ 

The  Chairman.  At  what  part  of  the  year  is  the  peak  of  your 
storage  supply  reached  ? 

Mr.  LiEB.  We  should  expect  to  have  a  complete  storage  made  ahead 
of  our  requirements  about  the  1st  of  October,  at  the  latest  the  15th 
of  October.  After  that  there  are  likely  to  be  delays  due  to  fog  in 
the  harbor  and  weather  conditions. 

The  Chairman.  You  do  receive  coal  and  can  the  year  around? 

Mr.  LiEB.  We  could  not  get  along  unless  we  received  coal  the  year 
round. 

The  Chairman.  In  the  winter  months  what  percentage  is  supplied 
compared  to  the  summer  ? 

Mr.  LiEB.  Unless  unusual  conditions  prevail  for  a  week  or  two 
within  the  month  usually  we  get  normal  deliveries,  so  that  we  only 
have  to  call  on  our  storage  for  a  week  or  two  really,  or  should,  for 
the  interruptions  that  may  occur  due  to  rail  interference.  During 
the  last  few  months  we  have  had  to  get  into  the  market  to  buy  so- 
called  free  or  spot  coal.  Otherwise  we  would  have  shut  down.  One 
of  the  things  we  had  to  do  was  to  get,  through  the  interposition  of 
Washington  authorities,  an  assignment  which  enabled  us  to  get 
35,000  tons  of  coal  from  Hampton  Roads — ^the  first  time,  as  far  as  I 
know,  that  coal  has  been  brought  from  Hampton  Roads  here  for 
local  consumption.    But  if  we  hadn't  received  that  coal  and  arranged 
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for  its  transportation  ourselves,  we  would  have  been  down  and  out. 

The  Chairman.  Why  isn't  that  a  practical  thing  to  do — ^to  bring 
coal  from  Hampton  Roads  ? 

Mr.  LiEB.  For  many  reasons.  The  facilities  for  unloading  sea- 
going vessels  having  3,000  or  4,000  tons  are  unsatisfactory  here.  We 
can't  get  these  ships  alongside  our  docks  where  we  have  our  coal- 
handling  machinery.  Take  these  ships  from  the  Hampton  Roads; 
they  had  to  be  brought  into  the  harbor  and  the  coal  transferred — 
taken  out  of  the  hmds  bag  bv  bag,  practically  hand  labor,  each 
100  pounds  of  coal  transferred  by  hand  into  the  barge  alongside  and 
then  that  barge  conveyed  to  our  coal  storage  pile  or  our  stations, 
usually  directly  to  our  stations.  In  many  cases  there  isn't  depth  of 
water  alongside  of  our  bulkheads  to  permit  the  seagoing  vessels 
coming  right  up  to  those  docks. 

The  depth  of  water  at  Edgewater  that  I  spoke  of  is  only  some- 
thing like  13  or  14  feet,  and  most  uncertain  at  that,  because  of  the 
contmued  silting  due  to  the  currents  in  the  river,  but  it  would  not  be 
practicable  for  us  to  receive  seagoing  vessels,  and  the  other  utilities 
are  about  in  the  same  position  at  the  moment  as  regards  that. 
Studies  are  now  being  made  with  a  view  to  making  it  possible  to 
receive  vessels  drawing  26  or  28  feet  of  water.  We  are  building  a 
large  power  house  now  where  there  will  be  ample  facility  for  takmg 
seagoinff  vessels  of  six  or  eight  thousand  tons  right  up  to  the  dock. 

The  Chairman.  In  other  words,  you  propose  providing  equipment 
so  if  it  comes  you  are  ready. 

Mr.  LiEB.  Yes,  sir.  Or  if  we  should  in  the  future,  which  we  can 
not  tell,  use  oil,  we  can  take  the  vessels  right  alongside. 

Xow,  we  should  at  the  present  time  be  storing  coal.  We  are  now 
limg  practicaljy  from  hand  to  mouth  and  have  very  little  oppor- 
tunity for  storing.  Our  daily  requirements  now  are  4,000  tons  of 
coal  a  day,  and  we  should  be  receiving,  and  we  are  receiving,  about 
that.  We  should  be  now  receiving  5,800  tons  a  day  regularly  until 
the  15th  of  September  to  afford  us  sufficient  and  adequate  storage. 

The  Chaikman.  We  will  put  the  statement  submitted  by  Mr.  Lieb 
in  the  record. 

(The  statement  referred  to  by  Mr.  Lieb  is  here  printed  in  full,  as 
follows :) 

Coal  contractors — The  New  York  Edison  Co.,  the  United  Electric  Light  <€  Power 
Co.,  and  affiliated  electric  companies,  Apr.  1,  1920-Mar.  SI,  1921. 


CoQtractar  and  address. 


B«wmd-WWte  Coal  Mining  Co. ,  1  Broad- 
way, New  York. 
BWne  Mining  Co.,  1  Broadway,  New 

Cto  Bros.  C-oal  Mining  Co.,  Commercial 
Trost  Bnildinp,  Philadelphia,  Pa. 

'-^'woBdatlon  Coal  Co.,  Bankers  Trust 
BiiiWmg  New  York. 

^^gjwe  &  Wynkoop,  149  Broadway, 
NwrYork. 
Do 

Do ":"*::::::::■':'::: 


Contract  period. 


Apr.  1, 1920-Mar.  31, 1921. 

do 

Mayl,1920-Apr.3O,  1921. 
Apr.  1 ,  192a-Mar.  31, 1921 . 
Oct.  1, 191^Sept.  30, 1920, 


Weekly 
deliv- 
eries. 


Apr.  1, 1920-Mar.  31,1921. 
do 


Ton*. 
1,923 

2,100 

2,300 

1,050 

1,000 

1,000 
500 


Tontract 
tonnage 
received 

from 
Apr.  1  to 
June  20, 

1920. 


Percent. 
3ti 

36 

55 

63 


43 


Tonnage, 
coalj-ear. 


100,000 

109,200 

110,000 

54,600 

26,000 

52.000 
26,000 
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Coal  contractors — The  Neir  York  Edison  Co.,  etc. — Continued. 


Contractor  and  address. 


Contract  period. 


Delano  Coal  Co.,  Grand  Central  Tcnninal, 

New  York. 
Empire  Coal  Mining  Co.,  1  Broadway, 

New  York. 
Frame,  Friend  &  Stineman,  New  Haven, 

Conn. 
Hillman  Coal  &  Coke  Co.,  17  Battery 

Place,  New  York. 
Madeira  HiU  &  Co.,  143  Liberty  Street, 

New  York. 
Miller.  Joseph,  55  Liberty  Street,  New 

Yorfc. 
Morrisdale  Coal  Co.,  1  Broadway,  New 

York. 
Nicoll  &  Co.,  B.  "Thomas,"  149  Broad- 
way, New  York. 
Fenn-Mary  Coal  Co.,  South  Bethlehem, 

Pa. 
Pennf^ylvania  Coal  &  Coke  Corporation, 

17  Battery  Place,  New  York. 
Reitz  Coal  Co.,  Windber,  Pa 


Aug.  1, 1920-Mar.  31, 1921 . 
j  Apr.  l,19^Mar.  31,1921. 

....do 

....do 

....do 

Oct.  20, 1919-Oct.  19, 1920, 
Apr.  1, 1920-Mar.  31, 1921. 


Weekly 
deliv-" 
erics. 


/July  9, 1919-July  8, 1920. . 

l\July  9, 1925-Julv  8, 1921 . . 

May  1, 1917-Mar.  31, 1922. 


Weaver,  J.  H.,  *t  Co.,  Land  Title  Build- 
ing., Philadelphia,  Pa. 

Do 

Wright-Gibson  C^.,  Union  Bank  Build- 
ing, Pittsburgh.  Pa. 


/June  25,  1919-June  24, 1920.... 

\June  25, 1920-June  24, 1921 

Apr.  1. 192a-Mar.31, 1921 

t do 


Total. 
Total. 


n  July  1,  1919-June  30, 1920.. 

V  July  1, 1920- June  30. 1921. . 

Apr.  1, 1920-Mar.  31, 1921.... 


April-July 

August- March , 


Tons. 
3,500 

480 

858 

2,000 

2,000 

2,000 

2,000 

1,000 
1,154 

1,000 

4,000 
1,000 

1,000 
1,154 


Contract 
tonnage 
recclA'cd 

from 
Apr.  1  to 
June  20, 

1920. 


Per  cent. 


29,519 
33,019 


Tonnage, 
coal  year. 


120,000 
25,000 
44,643 

104,000 

104,000 
58,000 

104,000 

14,000 
60,000 

50,000 

206,000 
52,000 

39,000 
13,000 
60,000 


52     1,553,443 


1  Contract. 

I  Gross 

All  requirements  covered  by  contracts:  tons. 

Average  daily  consumption 4, 000 

Stock  reserve  on  hand 49, 981 

Additional  requirements  for  storage  to  be  accumulated  before  Sept.  15 125, 000 

Additional  dally  deliveries  required  for  storage  up  to  Sept.  15 1, 800 

Total  dailv  requirements  up  to  Sept.  15 5,800 

Estimated  daily  consumption  of  ootH  next  winter  5,000  tons. 


Mr.  Li£B.  I  think  you  would  be  interested  in  this  tabulation  which 
Commissioner  Barrett  referred  to.  This  is  a  view  of  the  total  coal 
requirements  of  all  the  utilities,  not  merely  the  New  York  Edison 
but  the  New  York  Edison,  the  Brooklyn  Edison,  the  Interborough 
Eapid  Transit  Co.,  the  Brooklyn  Eapid  Transit  Co.,  the  Consoli- 
dated Gas  Co.,  New  York  Steam  Co.,  Kings  Coimty  Li^htin^  Co., 
Queensborough  Gas  &  Electric  Co.,  Richmond  Light  &  Railroad  Co., 
Bronx  Gas  &  Electric  Light  Co.,  and  the  Brooklyn  Union  Gas  Co., 
all  of  them,  divided  into  bituminous  coal  and  anthracite  coal,  and 
represent  their  daily  consumption  of  anthracite  and  bituminous, 
and  also  the  amount  that  would  be  necessary  for  storage  purposes. 

That  total  foots  up  daily  consumption  oi  these  utilities  all  told 
of  bituminous  coal,  10.686  tons,  or  3,900,000  tons  of  bituminous  coal 
a  year;  2,590  tons  of  anthracite  daily,  or  a  yearly  consumption  of 
950,000  tons,  to  which  should  be  added  as  necessary  the  storage  re- 
quirements for  bituminous  coal,  roughly,  650,000  tons,  and  anthra- 
cite 275.000  tons. 

The  Chairman.  That  makes  a  total  annual  requirement  of,  how 
much  did  you  say,  both  together  ? 
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Mr.  Leeb.  Roughly,  5,000,000  tons  per  year  of  bituminous  and 
anthracite  coal  for  the  utilities  for  tlieir  regular  day-to-day  con- 
sumption. 

At  present,  therefore,  you  see.  Senator,  we  are  in  a  very  pre- 
carious condition.  We  are  not  able  to  store  any  coal.  Without  buy- 
ing spot  coal,  as  we  can  pick  it  up  in  the  market  here,  or  at  the  mine, 
we  would  be  at  the  present  time  down  and  out,  and  we  can  buy  that 
spot  coal  only  with  difficulty  and  only  in  small  lots.  It  is  any  old 
Knd  of  coal.  It  isn't  coal  that  is  best  adapted  to  our  requirements. 
Efficiency  is  not  even  thought  of  in  connection  with  it.  It  is  coal. 
And  we  often  feel  thankful  to  get  it  at  that. 

The  coal  that  we  pick  up,  some  of  it  comes  through  pools  wherein 
one  pool  may  be  an  aggregation  of  similar,  not  exactly  the  same  coal, 
or  some  other  pool,  there  being  a  number  of  them,  into  which  coal 
is  dumped  at  tidewater  points,  and  from  which  coal  is  taken  and 
on  which  credits  are  given,  so  that  one  does  not  as  a  general  thing 
receive  the  coal  one  size.  One  receives  coal  from  a  pool  into  which 
the  coal  that  is  sent  on  for  the  utilities  goes,  and  a  credit  is  given 
^n  the  contents  of  that  pool. 

The  Chairman.  Mr.  Lieb.  how  much  spot  coal  have  you  been  com- 
pelled to  buy  this  summer?    Do  you  know  the  quantity? 

Mr.  Lieb.  I  am  not  able  to  give  you  that  exact  figure,  but  it  is 
a  very  large  quantity.    Only  last  week  we  were  compelled  to  go  in 
the  open  market  and  buy  15,000  tons. 
The  Chairman.  Would  it  reach  100,000  tons  ? 
Mr.  Lieb.  Oh,  my,  yes ;  and*  far  beyond  that. 
The  •Chairman.  For  your  company  alone? 

Mr.  Lieb.  Oh,  yes.  I  would  be  very  glad  to  furnish  you  that 
figure. 

The  Chairman.  I  would  be  very  glad  to  have  it.    And  could  you 
tell  us  about  what  vou  paid  for  it? 
Mr.  Lieb.  I  would  be  very  glad  to. 
The  Chairman.  Could  you  tell  us  at  this  time,  about? 
Mr.  Lieb.  Yes;  I  can  tell  you  at  this  time  what  we  paid  for  it. 
For  that  coal,  of  which  I  have  a  detailed  statement  here  that  covers, 
1  should  say,  from  April  1  to  June  26,  roughly,  as  I  look  at  it — 1 
haven't  the  totals  here — ^but  in  that  time,  April  1  to  June  26,  I 
should  say  those  totals  would  run  up  about  40,000  or  50,000  tons. 
The  price  for  that  coal  varied,  per  net  ton  at  the  mine,  from  $7.50 
to  $10.25,  and  more  recently  than  this  tabulation,  which  is  as  of 
June  26,  some  coal  has  been  bought  at  prices  as  high  as  $12  and 
more  per  ton  at  the  mine.    The  ordinary  term  price  for  coal.  Sen- 
ator, that  is  involved  in  that  sheet  that  vou  have  before  you,  our 
annual  contracts,  runs  between  $4.25  and  $4.75  at  the  mines.    Those 
are  the  present  term  contracts  under  which  we  are  now  operating, 
and  under  which  contracts  we  are  receiving,  as  stated,  roughly  52 
per  cent  of  our  coal. 

The  Chairman.  Mr.  Lieb,  how  is  it  that  you  can  buy  spot  coal, 
provided  you  pay  these  extraordinary  prices,  and  can't  get  your 
contract  coal? 

Mr.  Lieb.  Senator,  I  am  not  an  authority  on  that  subject,  and  I 
"^ould  like  to  answer  your  question  as  it  comes  within  my  knowl- 
•«dge  or  within  the  information  I  have  rather  than  from  definite 
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and  specific  knowleck^e.  I  would  rather  testify  as  to  direct  and 
specific  knowledge.  But  it  is  a  fact  that  most  of  the  mines  contract 
for  a  percentage  of  their  coal  under  fixed-term  contracts.  Some  of 
them — possibly  a  larger  percentage  of  their  total  output — is  con- 
tracted for  in  annual  contracts,  others  a  lessei^  proportion,  but  the 
fact  is  that  most  mines  contract  for  only  a  percentage  of  their  out- 
put on  annual  fixed  contracts.  The  remainder  of  the  coal  is  spot 
coal  or  free  coal,  which  they  sell  as  the  requirements  may  develop 
in  the  open  market  and  for  industries  generally. 

During  these  times,  when  it  has  been  difficult  to  get  car  assign- 
ments to  the  mines,  the  mines  have  been  receiving  from  the  railroads 
car  assignments  of,  say,  30,  40,  or  50  per  cent  of  their  total  require- 
ments. Now,  that  30  or  40  per  cent  has  got  to  be  divided  between 
their  term  fixed  contracts  and  the  coal  that  they  sell  as  spot  coal 
in  the  open  market,  and  the  result  is,  you  see,  that  not  all  the  coal,  not 
all  the  cars,  that  they  receive  are  given  or  accorded  to  the  trans- 
portation of  coal  under  their  contracts.  They  reserve  a  part  of 
their  car  supply  to  meet  their  demands  for  contracts  which  they 
mav  make  from  time  to  time. 

I'he  Chairman.  Mr.  Lieb,  do  you  contract  for  your  coal  direct 
with  the  mine  owners? 

Mr.  Lieb.  Direct  with  the  producers ;  yes,  sir. 

The  Chairman.  With  the  producers? 

Mr.  Lieb.  Yes,  sir.  Their  names  are  given  in  that  sheet  and  their- 
addresses,  and  all  the  details. 

The  Chairman.  And  does  your  contract  provide  for  the  delivery 
of  the  coal,  or  must  you  arranore  for  that  yourselves? 

Mr.  Lieb.  The  contract  is  aelivery  f.  o.  b.  tidewater,  New  York, 
with  one  exception.  One  contract  provides  also  for  delivery  at  the 
plant,  but  as  a  general  thing  it  is  for  f .  o.  b.  tidewater,  and  then  the 
company  arranges  for  the  transportation  of  the  coal  from  the  tide- 
water points  to  its  plants. 

The  Chairman.  And  when  you  buy  the  spot  coal,  you  purchase 
that  from  the  mine  operators,  or  from  speculators,  or  from  coal 
dealers,  or  what  not? 

Mr.  Lieb.  I  would  not  care  to  call  them  speculators.  Senator.  We 
purchased  from  jobbers  or  commission  merchants.  In  some  cases 
you  will  find,  perhaps  indicated  there,  we  engage  a  coal-commission 
agent  to  purchase  and  pick  up  10,000,  15,000,  20,000  tons  at  the  best 
price  that  he  can  obtain  that  coal  for  under  a  commission  of  so  much- 
per  ton  which  we  pav  him. 

The  Chairman.  Htave  you  heard  it  suggested,  Mr.  Lieb,  that  coal 
is  stored  in  coal  cars  for  a  period  awaiting  possible  sale  of  it  for  an 
advanced  price? 

Mr.  Lieb.  I  have  heard  such  a  suggestion  made,  but  I  am  not  in- 
formed as  to  the  extent  of  the  practice  or  any  details.  I  don't  know, 
Senator. 

The  Chairman.  Do  you  know  whether  or  not  it  is  true  that  large 
quantities  of  coal  are  actually  stored  in  coal  cars,  or  is  in  coal  cars: 
at  the  several  railroad  terminals? 

Mr.  TitEB.  I  have  heard  it  stated,  but  I  have  no  information. 

The  Chairman.  You  have  made  no  investigation  of  the  subject? 

Mr.  Lieb.  T  have  made  no  investigation  on  that  subject,  therefore* 
I  can  not  say  positively.    I  have  heard  the  statements  made  lately 
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tiiat  that  is  the  case,  but  I  am  not  prepared  to  state;  I  don't  know 
of  my  own  knowledge;  I  have  no  information  as  to  that.  I  have 
never  undertaken  to  investigate  it,  and  therefore  I  only  know  as 
hearsay. 

The  Chairman.  Do  you  know  whether  the  coal  producer  profits  by 
this  spot  arrangement  ?  Is  the  coal  held  back  and  sold  to  speculators 
or  commission  men  or  dealers? 

Mr.  LiEB.  I  couldn't  say,  sir.  I  couldn't  say.  I  simply  know  that 
for  the  spot  coal  that  can  be  obtained  from  this  market — in  other 
words,  for  which  commercial  dealings  for  the  purchase  of  coal  are 
had  in  the  market — that  there  is  a  tremendous  competition  for  the 
little  spot  coal  that  can  be  picked  up,  so  that  you  can  not  always 
get  it.  Sometimes  you  can't  get  it  at  any  price.  Other  days  there 
may  be  some  of  it  available,  and  there  may  be  a  number  of  bidders 
for  it,  and  consequently  the  price,  as  you  can  well  imagine,  goes  up. 

The  Chairman.  Have  you  ever  heard  of  any  consumer  of  coal 
buying  spot  coal  from  coal  operators  who  had  contracts  with  you 
or  other  people  ? 

Mr.  Lteb.  I  know  of  no  such  case. 

The  Chairman.  Have  you  heard  of,  or  had  called  to  your  atten- 
tion, the  large  exportation  of  coal  to  Europe  and  other  parts  of  the 
world  during  recent  months  ? 

Mr,  LiEB.  Yes;  I  have  heard  statements  made  as  to  the  extent  of 
coal  that  is  loaded  for  export  in  this  port  and  in  Hampton  Roads. 

The  Chairman.  It  would  seem  from  the  figures  we  have  here  ob- 
tained by  testimony  the  other  day  from  Mr.  Starrow,  of  New  Eng- 
land, that  the  prices  on  spot  coal  began  to  increase  almost  at  the 
moment  that  the  large  exportations  began  ? 

Mr.  LtEB.  I  am  not  in  a  position  to  give  this  information  from 
direct  personal  knowledge.  It  is  quite  maniiest  that  with  orders 
that  have  been  placed  by  foreign  Governments  for  their  urgent  re- 
quirements, where  they  are  ready  to  pay  $10,  $15,  $20,  and  $25  a  ton 
for  coal,  it  is  quite  evident  that  naturally  that  must  have,  in  an 
oi>en  market  for  the  coal  for  which  there  is  competition,  the  result 
-of  an  increase  in  price. 

The  Chairman.  Perfectly  natural. 

Mr.  LiEB.  A  perfectly  natural  proposition. 

The  Chairman.  What  percentage  of  the  total  use  of  coal  at  New 
York  for  the  utilities  would  you  con^der  was  spot  coal  purchased 
now?  In  other  words,  what  percentage  of  the  coal  you  are  receiving 
and  other  utilities  are  receiving,  is  spot  coal  to-day. 

Mr.  LiEB.  Senator,  I  can  answer  that  perhaps  a  little  better  if  you 
will  permit  me — in  the  last  three  weeks  there  have  been  two  or  three 
orders  issued  by  the  Interstate  Commerce  Commission,  the  first  was 
the  order  No.  7  I  believe  for  the  assignment  of  all  open-top  equip- 
ment exclusively  to  the  transportation  of  coal,  taking  open-top 
equipment  that  had  previously  been  used  for  the  transportation  of 
building  materials,  sand,  gravel,  cement,  etc.,  away  and  assigning 
it  exclusively  to  the  transportation  of  coal.  Now  that  has  had  the 
effect  of  making  available  a  larger  per  centage  undoubtedly  of  cars 
for  coal  carrying.  We  have  had  the  orders  of  the  Interstate  Com- 
merce Commission  giving  coal  for  public  utilities  the  preference  in 
H»r  assignment  for  day  to  day  use,  but  not  for  storage,  so  that  to-day 
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a  utility  in  this  district  can  make  application  for  car  supply,  to  have 
cars  delivered  to  the  mines,  based  on  their  contracts  to  the' extent  of 
their  full  day  to  day  requirements,  subject  to  verification  and  so  forth 
and  so  on,  but  none  of  that  coal  can  be  used  for  storage. 

Those  two  new  elements  within  the  last  two  or  three  weeks,  have 
hardly  had  time  to  become  fully  operative,  but  undoubtedly  some  of 
them  are  to-day  operative  to  a  certain  extent.  The  full  effect  has 
not  yet  been  had.  But  I  should  say  that  it  would  be  quite  a  safe 
statement  to  make,  that  on  the  average  the  utilities  of  this  district 
have  been  buying  from  perhaps  25  to  30  per  cent  or  35  per  cent  of 
their  coal  as  spot  coal,  where  they  have  been  able  to  pick  it  up. 

The  Chairman.  The  other  day  Mr.  Starrow,  the  Massachusetts 
coal  administrator^  stated  here  that  in  his  judgment  about  $312,000,000 
would  be  made  this  year  out  of  this  so-called  spot  coal  by  those  who 
had  taken  advantage  of  it.  He  made  the  claim  for  that  largely  upon 
our  excessive  exports. 

Mr.  LiEB.  Well,  Senator,  I  am  not  competent  to  give  what  I  would 
consider  authentic  testimony  as  to  just  that.  I  assume  your  com- 
mittee has  sources  of  information  to  get  those  figures  in  rather  defi- 
nite shape. 

The  Chairman.  He  estimated  that  about  20  per  cent  of  the  coal 
now  being  consumed  was  of  the  spot  coal  character,  and  you  have 
estimated  pretty  nearly  the  same.     You  Sjaid  20  or  25  per  cent. 

Mr.  Ldeb.  In  a  general  way. 

The  Chairman.  If  that  is  so,  if  your  figures  are  correct,  then  it 
is  undoubtedly  true  that  through  some  means  or  other,  whether 
that  coal  is  being  sold  to  speculators  or  whether  it  is  because  of  the 
export  of  coal,  tne  people  of  this  country  are  being  forced  to  pay 
$312,000,000  a  year  more  for  coal. 

Mr.  LiEB.  I  hope  you  appreciate.  Senator,  the  difficulties  that  the 
utilities  are  under  in  that  respect.  We  have  limitations  as  to  price. 
We  have  obligations  to  render  service.  We  can  not  under  our 
franchise  and  under  our  charters  render  service  and  charge  for  it  as 
we  may,  but  we  must  furnish  the  service  and  our  rates  are  fixed  by 
schedule,  in  some  cases,  as  you  know,  by  franchise,  and  therefore  we 
have  limitations  as  to  really  what  we  can  pay  because  we  can  not 
unload  it  on  to  the  price  of  the  commodity. 

The  Chairman.  You  can  not  pass  it  on? 

Mr.  LiEB.  No.  Therefore,  Vhen  we  come  to  compete  with  a  free 
industry  like  the  automobile  manufacturer,  or  any  other  of  the 
general  industries  that  are  able  to  pay  that  extra  cost  of  coal  and  put 
it  on  the  price  of  their  commodity,  it  is  a  very  difficult  thing'  for 
public  utilities  to  enter  into  active  competition  for  the  little  spot 
coal  there  is  available. 

I  believe,  Senator,  you  have  asked  me  to  furnish  you  with  data 
as  to  iust  the  amount  of  spot  coal  that  we  have  bought  within  recent 
times? 

The  Chairman.  Yes. 

Mr.  LiEB.  Would  you  like  that  within  days,  months,  or  a  year? 

The  Chairman.  For  this  year. 

Mr.  Lies.  Very  well,  I  would  be  very  glad  to  furnish  that.    Of 
course,  these  utilities  are  all  tied  in  togetner.    I  would  like  to  present- 
to  you  a  picture  of  the  situation  in  New  York.    Each  utility  generat- 
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mg  electric  light  and  power,  and  the  street  railway  systems,  and  the 
subway  system,  the  Interborough  system,  are  all  tied  in  together. 
We  can  interchange  current  together.  Each  company  has  as  many  as 
two  or  three  ties  with  other  systems,  so  that  everything  practically 
has  been  done  to  avoid  a  disaster  by  helping  out  mutually  with 
facilities.  We  have  also  here  shipped  coal  from  one  place  to  another, 
right  in  New  York  Harbor  to  keep  a  utility  going.  Our  friends  oi 
the  Brooklyn  Rapid  Transit  had,  I  believe,  a  day  and  a  half  sup- 
ply. They  were  ready  to  go  down  and  out  and  we  actually  took 
coal  out  of  our  storage  pile,  put  it  back  into  the  lighters,  and  sent 
it  over  to  Brooklyn  to  keep  them  from  going  out  of  business. 

I  simply  state  that  as  showing  the  kind  of  cooperation.  And  I 
want  to  say.  Senator,  that  the  utilities,  and  this  comes  from  my 
intimate  knowledge,  have  had  splendid  cooperation  on  the  part  of  the 
railway  people.  The  railway  people  in  their  relations  with  us  have 
done  everything  they  could  within  the  laws  and  orders  of  the  Inter- 
state Commerce  Commission  to  help  us.  So  also  have  we  had  every 
offer  of  cooperation  from  the  public  authorities  and  from  the  Public 
Service  Commission.  So  we  have  no  complaint  to  make  as  to  their 
desire  to  help,  but  notwithstanding  this,  we  are  in  the  condition 
that  I  have  tried  to  portray. 

The  Chairman.  Mr.  Lieb,  when  do  you  make  your  contracts  for 
coal  for  the  succeeding  year  ? 

Mr.  Lieb.  The  coal  year  is  April  1  to  March  31. 

The  Chairman.  Those  are  the  dates  when  contracts  are  made,  for 
which  contracts  are  made? 

Mr.  Lieb.  Yes ;  that  is  the  usual  commercial  practice,  in  the  trade, 
to  make  the  coal  contracts  for  that  period. 

The  Chairman.  What  is  your  proposal  as  a  remedy  for  this 
difficulty? 

Mr.  Lieb.  Senator,  the  utilities  of  the  country  have  endeavored 
to  avoid  what  would  seem  to  them  to  be  a  public  calamity,  and  as 
far  as  they  had  a  definite  recommendation  to  make  it  was  made  at 
the  recent  hearings  of  the  Interstate  Commerce  Commission,  and  I 
had  the  honor  to  present  it  then  to  Chairman  Clark,  that  the  only 
help  that  he  saw  after  the  first  order  No.  7  had  been  given  for  as- 
signment of  open-car  equipment  exclusively  to  coal,  we  felt  sure 
that  that  was  not  sufficient,  and  we  then  said  the  only  hope  that 
we  could  see  for  having  the  utilities,  gas  and  electric  light  and  street 
railway  companies  not  go  down  and  out  was  for  preferential  car 
assignment  at  the  mines  for  public  utilities,  and  that  received  expres- 
sion in  this  last  order  No.  10.  So  that  unless  something  happens 
to  the  railroads  of  a  disastrous  character  as  far  as  car  assignment 
is  concerned,  and  unless  some  other  intervening  priority  takes  place, 
we  have  the  assurance  that  for  our  current  day  to  day  require- 
ments, a  sufficient  car  assignment  for  the  utilities'  use  would  be  given 
at  the  mines. 

Now,  we  are  a  little  concerned  because  of  this  order  No.  10 
for  the  Northwest.  We  are  not  certain  yet  whether  that  car  assign- 
ment for  the  Northwest  is  not  anticipatory,  and  does  not  give  pri- 
ority over  the  utility  |)riority.  We  have  reason  to  think  that  it  does. 
Then  we  will  be  back  into  serious  difficulties  again.  We  don't  know, 
however.   We  liaven't  any  word  yet  as  to  whether  the  later  order  for 
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shipment  to  the  Northwest  of  coal,  to  anticipate  closing  of  lake  ports, 
whether  that  affects  the  priority  assignment  to  utilities  or  not. 

Commissioner  Barrett.  Senator,  may  I  ask  a  question  ? 

The  Chairman.  You  may. 

Commissioner  Barrett.  This  order  No.  10  is  not  going  to  help  the 
utilities  in  getting  storage  coal  for  the  winter,  is  it? 

Mr.  LiEB.  Oh,  no. 

The  Chairman.  Just  day  to  day  ? 

Mr.  LiEB.  In  fact,  there  is  no  order  now.  There  is  nothing  that 
gives  us  a  sufficient  amount  of  coal  to  store  except  again  to  go  and 
pick  up  spot  coal  over  and  above  what  we  can  get  now  for  our  car 
supply  assignments  for  the  day-to-day  neieds.  We  are  simply  be- 
holden to  what  we  may  be  able  to  pick  up. 

The  Chairman.  It  would  seem  to  me  your  best  hope  for  relief, 
permanent  relief,  is  an  arrangement  by  which  you  can  get  some 
coal  from  Newport  News.  If  we  can  establish  some  facilities  in  New 
York  to  handle  the  coal  here  better  and  more  expeditiously  and  in 
a  better  way,  that  ought  to  be  a  way  out  of  it. 

Mr.  LiEB.  Perhaps,  Senator,  you  may  be  interested  just  as  a  mat- 
ter of  information,  not  as  establishing  the  price,  but  to  show  you 
what  dire  straits  we  were  in  and  what  we  were  able  to  pay,  the  coal 
we  got,  the  35,000  tons  of  coal  we  got  from  Newport  News,  cost  us 
$12.r;()  a  ton  by  the  time  it  came  to  our  plants,  but  that  was  not 
normal.  That  was  due  to  the  extensive  difficulty  of  getting  bottoms 
from  Newport  News.  That  was  due  to  the  difficulty  of  loading  and 
unloading  with  improper  and  inadequate  facilities. 

Air.  Miller.  Mr.  Lieb,  just  in  order  to  get  a  picture  in  a  rough 
proportion,  so  that  any  one  can  understand  what  this  competition 
for  the  foreign  coal  is  costing  the  public  utilities  of  New  York,  you 
have  testified  that  they  have  been  using  about  5,000,000  tons  a  year? 

Mr.  Lieb.  Yes. 

Mr.  Miller.  And  that  you  are  paying  from  $7.50  to  $10.25  and 
$12  per  ton,  so  that  would  average,  roughly.  $10  a  ton — just  rough 
figures.  And  that  it  ordinarily  cost  you  $4.25  to  $4.75  a  ton.  So 
there  is  a  difference 

Mr.  Lieb.  Excuse  me.  The  present  prices  that  I  have  testified  to — 
$4.25  to  $4.75 — our  current  requirements  that  you  have,  that  price  is 
at  the  mines. 

Mr.  Miller.  Yes ;  I  am  speaking  of  the  mine  prices. 

Mr.  Lieb.  The  mine  price. 

Mr.  Miller.  So  that  there  is,  roughly,  a  difference  of  about  $5  a 
ton  that  it  is  costing  in  excess  now  ? 

Mr.  Lieb.  I  should  say  so.  I  should  say  that  the  average  price  of 
spot  coal  had  probably  been  in  the  neighborhood  of  $10  a  ton,  the 
average  price,  so  that  your  figure,  I  think,  is  about  an  average  one ; 
yes,  sir. 

Mr.  Miller.  Because  of  the  inconvenience  of  unloading  in  hafX^ 
and  all  the  other  costs,  it  is  costing  the  utilities  of  this  city  at  least 
$5  a  ton  extra? 

Mr.  Lieb.  I  think  so ;  yes,  sir ;  for  spot  coal. 

Mr.  Miller.  The  consumption  is  around  5,000,000  tons  a  year,  and 
that  would  be  $25,000,000  extra. 

Mr.  Lieb.  It  would  oe  a  very  large  amount,  undoubtedly. 
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Mr.  Miller.  You  say  that  about  33  per  cent  of  your  requirements 
are  spot  coal  now,  so  that  you  are  now  paying  about  one-third  of  that 
$25,000,000,  or  $8,000,000,  extra  for  your  coal? 

Mr.  iiiEB.  That  would  appear  to  be  so,  arithmetically ;  yes. 

Mr.  Miller.  Then,  what  proportion  is  this  5,000,000  tons  of  coal 
used  by  the  utilities  of  the  city  to  the  rest  of  the  coal  used  by  every- 
body else?    Is  it  half? 

Mr.  LiEB.  I  should  say,  Mr.  Miller,  that  the  bituminous  consump- 
tion must  be  very  much  more  than  half.  I  have  a  figure  in  mind, 
but  I  should  not  like  to  hazard  it.    I  can  get  that  for  you. 

Mr.  Miller.  Roughly? 

Mr.  LiEB.  I  should  think  that  the  bituminous  consumption  that  has 
been  given  here  of,  roughly,  4,000,000,  that  1,000,000  of  that  is  anthra- 
cite ;  that  of  that  4,000,000  tons  that  that  was  perhaps  two-thirds. 

Mr.  Miller.  Yes. 

Mr.  LiEB.  That  is  my  rough  understanding.  But  the  anthracite! 
that  we  consume  is  only  a  small  fraction,  relatively,  of  the  anthracite 
that  comes  to  this  poii;. 

Mr.  Miller.  So  in  the  neighborhood  of  seven  or  eight  million  dol- 
lars per  year  is  the  extra  expense  to  the  utilities  of  the  present  situa- 
tion ? 

Mr.  LiEB.  Yes. 

Mr.  Miller.  And  a  third  more,  we  will  say,  for  the  citizens,  so 
tliat  it  comes  to  a  figure  of  about  $10,000,000  a  year  more  for  the 
citiziens  of  New  York  and  vicinity.  • 

IMr.  Lieb.  That  would  seem  to  follow  from  your  figures. 

Commissioner  Barrett.  I  was  advised  that  in  1913  there  was  a 
survey  made  of  the  coal  used  in  the  city,  and,  taking  anthracite  and 
bituminous,  it  was  about  20,000,000  tons. 

Mr.  MiLiJER.  $30,000,000,  then,  might  be  a  very  conservative  esti- 
mate. 

Have  you  had  advice  from  your  counsel  as  to  whether  it  was  legal 
for  the  mines  to  sell  coal  for  spot  delivery  that  they  already  had 
contracted  for? 

Mr.  Lieb.  We  have  not  placed  that  in  the  hands  of  counsel.  I 
understand  that  that  question  has  been  raised,  but  I  believe  it  has 
been  looked  upon  as  an  ethical  question  rather  than  a  legal  one. 

Mr.  Miller.  The  order  No.  7  has  been  in  effect  about  six  weeks. 
It  was  renewed  on  the  8th  of  July,  I  believe,  for  another  month. 
Xow  it  must  be  in  operation  about  six  weeks.  We  have  received 
testimony  here  that  Order  No.  7  has  been  comparatively  ineffective ; 
and,  as  I  gather  from  your  testimony,  the  conditions  have  been 
sliffhtlv  relieved. 

Mr.  Lieb.  In  my  judgment.  Order  No.  7  gave  some  relief,  very 
inadequate.  Order  No.  9  will,  of  course,  give  relief,  and  we  know 
to-day  of  assignments  of  100  per  cent  to  this  and  that  place  that 
have  already  been  made  under  Order  No.  9,  so  that  we  have  reason 
to  believe  that  just  as  soon  as — in  another  few  days,  as  soon  as 
Order  No.  9  becomes  effective,  giving  assignment  or  100  per  cent 
of  our  day-to-day  requirements,  at  least  that  much  will  be  coming 
to  us ;  not  for  storage,  however,  as  has  been  indicated. 

Mr.  Miller.  You  have  not  any  doubt  as  to  the  legality  of  that 
assignment  order?     You  are  familiar  with  that  case  that  has  just 
been  decided  in  Kentucky? 
8015— 21— VOL  1 6 


80  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  LiEB.  Well,  I  am  not  a  lawyer.  I  have  read  the  new  railroad 
law.  The  Esch-Cummins  bill,  in  my  opinion,  gives  adequate  author- 
ity to  the  railroads  to  take  coal  and  to  give  a  car  assignment  for  their 
full  requirements  as  they  might  need  it,  and  I  express  the  <ipinion, 
without  legal  authority  behind  it  at  all,  that  there  is  enough  author- 
ity in  the  Esch-Cummins  bill  to  give  them  authority  for  the  assign- 
ment of  coal  for  public  utilities. 

Mr.  Miller.  Is  there  anything  else  you  would  like  to  put  in  the 
record,  Mr.  Lieb  ? 

Mf.  Lieb.  Nothing  except  to  supply  this  data  that  the  chairman 
asked  for. 

Mr.  Miller.  Will  you  be  kind  enough  to  run  over  the  record 
later  and  edit  it? 

Mr.  Lieb.  I  will  be  glad  to. 

Mr.  Miller.  Mr.  Bush,  in  Senator  Calder's  absence  perhaps  a  little 
time  may  be  saved  by  your  starting  in.  You  have  in  mind  exactly 
what  you  would  like  to  put  on  the  record.  Without  formalities,  will 
you  cover  the  points  that  have  not  been  covered  or  those  which  you 
think  should  be  emphasized? 

STATEMENT  OF  MR.  EOBEET  W.  BUSH,  ENGINEER  FOR  THE 
BROOKLYN  UNION  GAS  CO.,  BROOKLYN,  N.  Y. 

Mr.  Bush.  The  Brooklyn  Union  Gas  Co.  is  a  public  utility  which, 
with  its  subsidiary  companies,  furnishes  gas  to  more  than  half  a 
million  meters  and  to  approximately  2,000,000  people  in  the  boroughs 
of  Brooklyn  and  Queens. 

We  have  a  different  situation  reffardin^  coal  from  what  has  been 
outlined  by  Dr.  Lieb.  The  Brooklyn  Union  Gas  Co.  manufactures 
carburetted  water  gas  only,  and  it  is  dependent  almost  entirely  on 
anthracite  coal  for  making  gas.  Its  requirements  for  this  purpose 
for  the  coal  year  ending  March  31,  1921,  are  400,000  gross  tons  of 
anthracite  coal.  Of  this  amount  we  received  in  the  first  three  months 
of  the  coal  year,  June  30,  only  .43,000  tons  of  anthracite  coal,  during 
which  time  we  used  approximately  79,000  tons  of  broken  coal,  which 
shows  a  loss  of  36,000  tons  in  the  three-month  period.  We  should 
have  received  in  this  period  at  least  100,000  tons  of  anthracite  broken 
coal  instead  of  only  43,000  tons.  Now  oui:  stock  of  broken  coal  on 
hand  has  been  reduced  to  about  40  per  cent  of  the  normal  quantity 
which  it  has  been  our  custom  to  maintain. 

Since  the  1st  of  January,  1920,  our  stock  of  coal  has  decreased 
about  50,000  tons.  As  a  result  of  the  shortage  in  deliveries  by  the 
coal  companies  we  have  been  obliged  to  transfer  coal  by  boats  from 
one  worl^  to  another,  and  even  to  truck  the  coal  through  the  streets 
of  Brooklyn  in  order  to  keep  our  works  going. 

At  this  period  of  the  year  our  output  of  gas  is  at  the  minimum,  and 
as  cold  weather  approaches  the  situation  will  be  greatly  aggravated ; 
60  per  cent  of  our  coal  requirements  are  for  the  six  months  October 
to  March,  inclusive — ^that  is,  during  the  winter  months — and  if  we 
continue  to  receive  only  as  much  coal  as  we  are  getting  to-day  we  will 
be  unable  to  continue  operating. 

We  had  contracts  for  392,000  tons  of  anthracite  broken  coal  for 
delivery  during  the  coal  year  ending  March  31,  1920,  of  which  we 
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received  only  335,000  tons.    That  is,  out  of  the  392,000  tons  we  only 
got  during  the  coal  year  335,000  tons. 

The  demands  of  our  customers  for  gas  have  been  constantly  in- 
creasing, and  the  first  six  months  of  1920,  over  the  corresponding 
period  for  1919,  shows  an  increase  of  23  per  cent.  The  increase  in 
February,  1920,  over  February,  1919,  was  more  than  30  per  cent. 

The  gas  companies  are  now  living  from  hand  to  mouth  so  far  as 
coal  supply  is  concerned,  and  they  are  facing  a  most  critical  situa- 
tion which,  if  it  is  not  remedied  at  once,  will  result  in  interruption 
of  the  service  and  endanger  the  necessary  supply  of  gas. 

Mr.  Miller.  How  lone^  a  supply  of  coal  have  you  on  hand  now? 

Mr.  Bush.  Basing  it  on  the  annual  requirements  of  400,000  tons, 
we  have  about  50.(K)U  tons  of  coal  on  hand. 

Mr.  Miller,  rfow  many  days  will  that  last  ? 

Mr.  Bush.  That  would  last  somewhat  less  than  two  months. 

Mr.  Miller.  You  may  proceed. 

Mr.  Bush.  The  situation  is  so  acute  that  immediate  steps  must 
be  taken  to  not  only  insure  the  Brooklyn  Union  (ias  Co.  receiving 
its  monthly  requirements  of  coal  for  use.  but  also  to  enable  the  com- 
pany to  receive  sufficient  reserve  to  tide  it  over  the  winter  months 
when  shipments  are  liable  to  all  kinds  of  interruptions.  Already 
small  gas  companies  have  been  reduced  to  only  a  very  few  days' 
supply.  I  know  of  one  company  not  far  from  New  York  City  that 
had  less  than  one  day's  supply  very  recently. 

I  may  say  in  conclusion  that  our  receipts  of  broken  coal,  unless 
they  are  increased  very  much  in  the  very  near  future,  that  we  will 
certainly  be  unable  to  meet  the  requirements  of  our  consumers  for 
gas. 

Mr.  Miller.  Have  you  any  rough  figures  in  mind  as  to  how  much 
your  total  coal  bill  per  year  has  been  increased,  even  thou/sjh  it  is 
anthracite  coal,  in  sympathy  with  this  extraordinary  foreign  de- 
mand for  bituminous  coal  and  the  railroad  shortage? 

Mr.  Bush.  I  might  say  that  so  far  as  export  goes  that  of  course 
there  is  not  a  very  large  export  business  in  anthracite  coal. 

Mr.  MiLi.ER.  No;  it  would  only  move  in  sympathy  with  the  bitum- 
inous coal.  Anthracite  is  being  used  here  because  they  can  not  get 
bituminous. 

Mr.  Bush.  Yes. 

Mr.  Miller.  How  much  has  been  the  percentage  of  increase  in 
cost  because  of  that  ? 

Mr.  Bush.  At  the  beginning  of  the  coal  year  in  1919 — that  is, 
April  1 — we  paid  approximately  $8.30.  This  year  we  are  paying  at 
the  present  time  approximately  $10. 

Mr.  Miller.  $1.50  on  400,000  tons  would  be  $600,000  that  it  is 
costingyour  company  per  year? 
Mr.  Jdush.  Yes.    That  is  very  expensive. 

Mr.  Miller.  Senator  Calder,  we  took  the  liberty  of  going  ahead, 
knowing  that  you  wanted  to  get  through. 
The  Chairman.  I  thank  you. 

Mr.  Bush.  Senator,  I  wish  to  bring  out  the  difference  between  the 
Brooklyn  Union  Gas  Co.  and  the  companies  who  are  using  practi- 
cally all  soft  coal.    The  Brooklyn   Union  Gas  Co.  uses  a  small 

amount  of  soft  coal  for  steam  purposes,  but  it  is  not  very  large. 
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Our  main  use  is  anthracite  broken  coal,  which  we  have,  as  I  have 
tried  to  explain,  the  greatest  difficulty  in  getting. 

The  Chairman,  lou  have  this  same  spot-coal  situation  that  the 
soft-coal  people  have? 

Mr.  Bush.  No,  Senator ;  the  condition  is  different  in  the  anthracite 
trade.  There  is  difficulty  in  obtaining  the  anthracite  coal  from  the 
companies  who  have  always  supplied  us.  I  have  been  informed  that 
there  is  difficulty  at  the  terminals  in  switching  the  coal,  difficulty  in 
loading  boats,  difficulty  in  getting  the  coal  down  here,  and  for  many 
reasons  the  supply  of  broken  coafhas  been  very  largely  reduced,  and 
we  are  facing  a  very  critical  situation  to-day. 

The  Chairman.  You  have  a  very  small  surplus  of  coal  in  your 
yards  to-day  ? 

Mr.  Bush.  We  have,  sir,  compared  to  what  we  should  have  in  our 
normal  stock. 

The  Chairman.  And  less  than  you  have  ever  had  before  ? 

ilr.  Bush.  Yes,  sir ;  the  lowest  point  that  we  have  ever  dropped  to 
in  our  stock  has  been  within  the  last  month. 

The  Chairman.  And  what  are  the  prospects? 

Mr.  Bush.  We  are  told  by  the  coal  companies  that  they  are  doing 
their  very  best  to  supply  us  and  keep  us  going,  but  they  are  having 
these  various  difficulties,  and  for  that  reason  they  can  not  get  the 
coal  to  send  to  us. 

The  Chairman.  You  contract  with  the  coal  miner,  do  you  ? 

'Air.  Bush.  We  contract  with  the  coal  sales  companies  of  the  rail- 
roads very  largely.  We  buy  coal  anywhere  we  can  get  it  of  that 
particular  size,T)ut  we  can  not  find  the  broken  coal.  It  is  not  offered 
to  us;  we  are  unable  to  get  it. 

The  Chairman.  What  is  the  reason  for  the  shortage,  lack  of  trans- 
portation facilities? 

Mr.  Bush.  That  has  been  said  to  be  one  reason  which  also  is  said  to 
bring  about  the  shortage  in  working  time  at  the  mines,  and  it  has  been 
said  also  that  the  railroads  have  oeen  obliged  to  take  the  coal  for 
their  own  use  in  place  of  bituminous  coal.  Whatever  the  cause  is, 
we  are  not  able  to  get  the  coal,  and  it  will  be  a  most  serious  situation 
in  Brooklyn  if  we  can  not  continue  to  get  coal  this  winter.  Of 
course,  Senator,  as  you  are  aware,  if  a  gas  company  has  to  shut 
the  gas  off  of  a  city  or  a  town,  it  is  a  most  serious  proposition.  You 
can  not  simply  turn  a  valve  and  shut  the  gas  off,  and  then  when  you 
accumulate  a  little  coal  turn  it  on  again.  It  is  necessary  to  go 
through  the  entire  city,  go  to  every  meter,  see  that  the  meter  is  shut 
off,  and  that  takes  time,  and  it  is  a  very  poor  thing  to  have  happen. 

The  Chair3ian.  It  is  almost  an  impossible  task. 

Mr.  Bush.  It  is  so,  sir. 

The  Chairman.  You  receive  your  coal  from  the  anthracite  regions 
of  Pennsylvania? 

Mr.  Bush.  Yes,  sir. 

The  (^hairman.  It  comes  bv  rail? 

Mr.  Bush.  It  comes  by  rail  to  tidewater,  and  then  it  is  delivered 
by  boat  alongside  our  works. 

The  Chairman.  Mr.  Miller,  have  you  anything  further? 

Mr.  Miller.  No  ;  that  is  all. 

The  Chairman.  I  thank  you  very  much. 
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Mr.  Miller.  Senator  Calder,  the  committee  has  received  a  letter 
from  the  treasurer  of  the  Diamond  Mills  Paper  Co.,  as  to  prices 
which  he  paid.  With  your  permission  I  would  like  to  have  this  put 
in  the  record. 

The  Cel^ibman.  It  will  be  copied  in  the  record. 

(The  letter  referred  to  by  Mr.  Miller  is  here  printed  in  full,  as 
follows :) 

July  23,  1920. 

At  the  request  of  the  Merchants'  Association,  of  this  city,  Mr.  E.  Van  Boorhis, 
treasurer  of  tbe  Diamond  Mills  Paper  Co.,  at  44  Murray  Street,  New  York  City, 
and  with  one  of  their  operating  mills  located  at  Saugerties,  N.  Y.,  gives  the 
following  information  in  reference  to  the  open-market  price  on  hituminous  coal : 

Our  contract  for  this  grade  of  coal  executed  May  11,  1920,  and  calUng  for 
delivery  during  the  year  was  made  on  the  basis  price  of  $8.22  per  ton,  delivered 
alongside  the  dock  at  our  mills,  located  at  Saugerties,  N.  Y.  Owing  to  the  failure 
on  the  part  of  our  contractors  to  place  coal  at  a  period  required  by  us  the  situ- 
ation became  so  acute  that  unless  coal  was  delivered  at  our  plant  by  Tuesday 
or  Wednesday  of  this  week  we  would  have  been  compelled  to  shut  down. 

It  was  impossible  to  secure  anything  from  our  contractors,  and  we  were 
obliged  to  buy  a  cargo  on  the  o\yen  market,  paying  $17.30  per  ton,  and  to  this 
was  to  be  added  the  towing  charges  which  have  not  been  presented  to  us  as  yet. 

This  cargo  was  presented  from  McCann-Camp  Co.  (Inc.),  143  Liberty  Street, 
New  York  City,  after  receiving  a  notice  from  them  that  they  had  three  cargoes 
of  coal  to  offer  for  immediate  delivery.  Our  contract  for  coal  on  the  basis  of 
18.22  is  with  tlie  Clearfield  County  Coal  Co.,  of  24  State  Street,  New  York  City. 

This  information  is  furnished  because  of  our  belief  that  there  should  not  be 
«ttch  a  great  discrepancy  between  the  contract  price  and  the  open  market  price 
lor  this  necessary  commodity. 

The  Chairman.  Are  there  any  other  witnesses? 

Mr.  Miiir.BR.  There  are  no  other  witnesses. 

The  Chairman.  The  hearing  will  stand  adjourned.  There  will  be 
no  meeting  of  the  committee  next  week,  gentlemen. 

(Whereupon  -the  committee  adjourned  to  meet  at  the  call  of  the 
chairman.) 
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TUESDAY,  AUGUST  10,  1920. 

United  States  Senate, 
Sei^ecjt  Committee  on  Reconstkuction  and  Production, 

New  York  City,  N.  T. 

The  committee  met,  pursuant  to  call,  at  3  o'clock  p.  m.,  in  room 
1101,  Engineering  Societies  Building,  Senator  William  M.  Calder 
presiding. 

Present :  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

The  Chairman.  This  committee  has  been  in  receipt  of  complaints 
from  producers  and  users  of  building  materials  that  the  industry  has 
been  checked  by  lack  of  transportation  and  that  not  only  the  building 
industry  but  the  transportation  industry  seemed  to  be  pivoting  about 
the  coal  shortage,  the  earlier  hearings  of  the  committee  having  been 
devoted  to  an  inquiry  into  transportation  and  coal. 

Inquiry  along  this  line  is  to  continue  during  the  latter  part  of 
this  week  and  the  committee  expects  to  receive  some  valuable  in- 
formation from  Mr.  Daniel  Willard,  chairman  of  the  advisory  com- 
mittee on  the  Asscoiation  of  Railway  Executives,  as  well  as  from 
Mr.  Clyde  B.  Aitchison,  of  the  Interstate  Commerce  Commission. 

During  the  present  week  the  committee  will  also  hear  from  Mr. 
Otto  Kahn  regarding  the  transportation  and  financial  phases  of 
reconstruction. 

To-day,  however,  the  committee  would  like  to  receive  a  brief  pic- 
ture of  the  actual  situation  in  Greater  New  York^  with  suggestions 
from  the  witnesses  as  to  the  necessity  and  feasibility  of  Federal 
action  necessary  to  bring  about  cooperation  between  those  who  en- 
gage in  transportation  and  finance,  with  the  artisans,  contractors, 
and  manufacturers  of  the  building  industry. 

Heretofore,  New  York  has  led  all  great  cities  of  the  world  in  the 
adequacy  of  its  housing  conditions. 

As  early  as  May  17, 1917, 1  took  occasion  to  point  out  in  the  United 
States  Senate  the  danger  of  a  housing  shortage.  To-day  it  is  said 
there  is  a  shortage  of  houses. 

How  great  is  this  shortage  at  present  ? 

Is  it  becoming  greater  ? 

Are  its  effects  noticeable  upon  the  social  welfare  of  the  citizens? 

Are  its  effects  noticeable  upon  the  cost  of  living  and  productive- 
ness of  the  industries? 

What  are  the  names  of  the  committees  that  have  been  studying 
this  housing  situation  ? 

What  is  the  nature* of  the  work  which  they  have  been  doing? 

What  sp)ecific  recommendations  have  they  arrived  at  regarding 
transportation,  finance,  labor,  and  improvements  in  metho(£? 

85 
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I  make  that  statement,  gentlemen j  to  show  you  just  what  the  com- 
mittee has  in  mind  in  connection  with  this  inquiry  into  this  subject. 

To-day  we  will  have  before  us  Mr.  Stabler^  of  the  Metropolitan 
Life  Insurance  Co. ;  Mr.  Rudolph  Miller,  superintendent  of  buildings 
of  the  Borough  of  Manhattan ;  and  Mr.  Frank  Mann,  commissioner 
of  tenements  of  this  city.  He  is  also,  as  I  imderstand  it,  chairman 
of  the  mayor's  committee  on  housing. 

Mr.  Stabler  is  the  representative  of  the  Metrop9litan  Life  Insur- 
ance Co.,  which  I  think  is  the  biggest  lender  on  real  estate  mortgages, 
or  one  of  the  largest  of  such  inSitutions  in  the  country.  Proceed, 
Mr.  Stabler. 

STATEMENT  OF  HE.  WALTEE  STABLEE,  COMPTEOLLEE,  METEO- 

FOUTAN  LIFE  mSTJEANCE  CO. 

Mr.  Stabler.  Mr.  Chairman,  I  do  not  appear  to-day  as  represent- 
ing the  Metropolitan  Life  Insurance  Co.,  but  I  am  anxious  to  give 
you  my  experience  and  to  give  you  some  of  the  facts  that  have  come 
to  my  notice  because  of  my  position  as  the  real  estate  lending  officer 
of  the  company. 

We  are  the  largest  lenders  on  mortgage  of  any  institution  in  the 
world,  so  far  as  we  know.  We  have  at  present  about  three  hundred 
millions  invested  in  mortgages  in  cities  and  about  fifty  or  sixty 
millions  in  farm  loans.  The  exact  figures  are  $288,836,000  invested 
in  mortgages  in  cities  and  $44,918,000  in  farm  loans. 

It  is  the  city  business  that  is  entirely  in  my  charge,  and  because  of 
the  fact  that  we  are  known  to  be  large  lenders  we  are  approached, 
both  in  person  and  by  mail,  from  .all  parts  of  the  country  and  Canada. 

Not  long  ago  I  attended  a  meeting  of  the  real  estate  board  in 
Kansas  City  and  there  made  the  statement  that  our  company  had 
cut  out  other  forms  of  investment,  which  paid  it  much  better  than 
mortgages  possibly  could,  and  intended  to  devote  our  investment 
funds  entirely  to  houses ;  that  is  to  say,  to  small  dwellings  and  to  the 
moderate-priced  apartment  houses.  That  statement  brought  to  me 
applications  from  all  over  the  country,  and  statements  were  made  by 
those  applying  that  they  were  absolutely  in  need  of  money  to  build 
houses  to  house  their  population. 

I  know  somewhat  of  the  conditions  here,  having  been  in  the  busi- 
ness in  New  York  for  30  years,  and  in  all  my  experience  there  never 
has  been  any  such  conditions  as  exists  to-day.  I  think  the  scarcity 
of  houses  is  very  accurately  reflected  in  the  rents  that  are  now  being 
obtained  for  both  old  and  new  buildings. 

I  will  give  you  one  example  that  came  to  my  knowledge  a  few  days 
ago  of  a  six-story  elevator  house  on  Washington  Heights.  Where 
five  years  ago  the  rent  of  a  four-room  apartment  would  run  from 
fiftv  to  sixty  dollars  a  month — $60  would  probably  be  the  extreme, 
or  $16  a  room — ^they  are  now  renting  it  for  $200  a  month,  or  $50  a 
room.  People  are  paying  those  rents  here  because  they  have  to 
get  a  place  to  live. 

There  is  not  and  there  will  not  bfe  enough  places  to  house  the 
people  next  October.  I  do  not  think  it  admits  of  any  argument. 
While  a  great  many  people  will  be  without  homes,  except  such  tem- 
porary arrangements  as  they  otn  make,  everybody  in  the  city,  if 
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they  are  living  in  rented  quarters,  are  paying  from  75  to  200  to  300 
per  cent  more  than  the  normal  rents.  That,  I  think,  answers  the 
question  as  to  whether  or  not  there  is  a  scarcity  of  houses  in  New 
York. 
The  Chairman.  What  is  the  cause  of  that  scarcity  ? 
Mr.  Stabler.  When  the  war  in  Europe  began,  building  slowed 
down  very  much.  "When  we  went  into  the  war,  it  was  not  possible 
to  get  material,  and  the  normal  building  that  we  need  here  to  ac- 
commodate our  ever-increasing  population  was  absolutely  stopped. 
You  might  say  that  we  had  at  least  four  years  of  ven'^  nearly  total 
cessation  of  building  of  places  for  people  to  live  in.  I  do  not  mean 
entirely,  but  it  amounts  to  that.  There  are  more  people  coming  here 
all  the  time ;  and  with  a  natural  increase  in  population  with  no  build- 
ing to  meet  that  increased  population,  it  has  produced  the  result  that 
we  have  to-day.  » 

The  Chairman.  You  are  lending  more  money  for  building  pur- 
poses than  before ;  aren't  you  ? 
Mr.  Stabler.  Yes,  sir;  more  than  ever  before. 
The  Chairman.  Isn't  that  true  of  institutions  like  yours  ? 
Mr.  Stabler.  It  is  not,  sir.     We  are  the  only  institution  that  I 
know  of  that  is  devoting  practically  all  of  its  funds  to  this  purpose. 
The  Chairman.  Mr.   Stabler,  in  lending  money  on   real  estate 
mortgages,  do  you  observe  any  demand  recently  or  during  this  year 
or  last,  for  loans  on  apartment  houses  or  tenement  houses  ? 

Mr.  Stabler.  Y^es,  sir;  a  great  deal  of  it,  and  we  have  made  a 
great  many  loans  of  that  kind. 

The  Chairman.  Are  there  many  houses  of  that  character  being 
built? 

Mr.  Stabler.  Not  as  many  as  there  ought  to  be;  nothing  like  as 
many  as  there  ought  to  be;  not  25  per  cent  of  what  there  ought  to 
be.  But  we  are  making  as  many  of  them  as  we  can.  The  mortgage 
investors'  group  of  the  mayor's  committee  of  which  I  am  chairman, 
have  been  urging  on  the  savings  banks  to  let  it  be  known  that  they 
would  consider  permanent  loans  on  new  apartment  houses.  Possibly 
the  chairman  does  not  understand  how  we  do  that  business  here. 
The  building  loans  are  made  by  the  mortgage  companies  and  the 
title  companies  and  the  building  loan  operators  and  when  the  houses 
are  completed,  a  permanent  loan  is  taken  by  some  permanent  in- 
vestor Uke  the  insurance  company  or  the  banks.  It  used  to  be  by 
estates  and  by  individuals.  We  have  tried  to  get  the  banks  to  say 
that  they  would  favor  that  kind  of  loans ;  and  I  hope  we  are  making 
some  progress.  We  have  made  some  prgress  but  not  as  much  as  we 
would  like,  to  get  the  banks  to  say  that  they  will  invest  their  funds 
only  in  new  buildings.  Because,  if  they  invest  them  in  what  we 
call  replacement  loans,  it  does  not  help  the  housing  situation  a 
particle. 

I  have  here  a  list  of  loans  prepared  by  the  real  estate  board  on 
mortgages  assigned  by  holders  subject  to  the  income  tax,  as  to  the 
income  from  mortgage  interest,  to  holders  not  subject  to  the  tax. 
For  the  first  three  months  of  this  year  those  mortgages  so  assigned 
amounted  to  $14,845,000. 

The  Chairman,  i  ou  say  that  is  a  list  of  mortgages  assigned  to  in- 
stitutions? • 
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Mr.  Stabler.  To  institutions  not  subject  to  the  income  tax,  almost 
all  of  them  savings  banks  and  from  all  over  the  State.  The  next  is 
a  list  for  the  second  three  months — April  to  June,  inclusive — of  simi- 
lar loans,  amounting  to  $14,246,000,  or  a  total  of  $29,092,000  assigned 
by  holders  of  mortgages  subject  to  income  tax  to  parties  or  to  insti- 
tutions that  are  not  subject  to  income  tax. 

The  Chairman.  An  individual,  the  income  of  whose  mortgage  is 
subject  to  an  income  tax,  would  be  included  in  a  list  of  that  char- 
acter? 

Mr.  Stabler.  Yes.  sir. 

The  Chairman.  He  would  transfer  the  mortgage  to  a  savings 
bank? 

Mr.  Stabler.  Yes,  sir. 

The  Chairman.  The  savings  bank  would  pay  him  for  that  mort- 
gage? 

Mr.  Stabler.  Yes,  sir. 

The  Chairman.  Has  a  practice  grown  up  whereby  the  savings  bank 
has  charged  a  bonus  for  that  exchange,  do  you  know  ? 

Mr.  Stabler.  I  have  only  heard  it  in  one  case,  and  I  do  not  want 
to  vouch  for  it  without  definite  information. 

The  Chairman.  I  have  heard  of  several  cases  where  savings  banks 
have  taken  assignments  of  that  character  and  have  charged  bonuses 
as  high  as  10  per  cent,  particularly  in  the  case  of  large  loans,  loans 
of  over  $100,000.  i  have  heard  of  a  case  where  a  savings  bank  has 
accepted  a  transfer  of  that  character  and  pay  for  it  half  cash  and  half 
Liberty  bonds. 

Mr.  Stabler.  Yes;  and  I  have  heard  of  their  taking  all  Liberty 
bonds,  too.  I  heard  of  one  case,  Mr.  Chairman,  on  Saturday  last 
from  a  broker  who  claimed  to  have  definite  knowledge  on  the  subject 
of  a  bonus  being  required  by  a  savings  bank  for  a  6  per  cent  loan ;  but 
I  do  not  want  to  state  that  as  a  fact  until  I  have  positive  information 
on  the  subject. 

The  Chairman.  So  that  the  figures  you  have  quoted  from  seem  to 
indicate  that  in  the  city  of  New  York 

Mr.  Stabler.  This  represents  merely  two  counties — Manhattan  and 
the  Bronx. 

The  Chairman.  So  that  in  Manhattan  and  the  Bronx  the  record 
you  quoted  from  indicates  that  over  $29,000,000  in  those  months  were 
transferred  from  individuals  or  trustees,  the  income  on  whose  mort- 
gages were  subject  to  taxation,  to  savings  banks  where  the  income 
was  exempet  from  Federal  taxation  ? 

Mr.  Stabler.  Yes,  sir.  May  I  start  out  on  the  income  tax  question, 
Mr.  Chairman? 

The  Chairman.  Yes,  sir. 

Mr.  Stabler.  It  is  the  income  tax  question,  gentlemen,  that  I  feel 
particularly  interested  in,  and  one  that  I  want  to  bring  to  your  atten- 
tion as  definitely  as  I  can.  This  report  that  I  have  here  is  just  an 
indication  of  what  is  happening  and  what  has  been  happening. 

One  very  large  holder  of  mortgages — said  to  be  about  $15,000,000, 
running  at  5J  to  6  per  cent — when  he  had  paid  his  income  tax  for 
1918,  in  the  year  1919,  had  1|  per  cent  left  of  his  income.  He  paid 
brokers  a  commission  and  paid  the  title  companies  their  fee  for  re- 
placing those  mortgages,  and  they  were  practically  all  taken  by  sav- 
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ings  banks.  This  is  the  result :  That  money  which  has  been  invested 
in  mortgages  for  years  was  taken  out  of  the  savings  banks  and  the 
savings  banks  to  that  extent  were  prevented  from  lending  money  on 
homes,  on  houses,  on  flats,  on  anything.  That  is  what  I  call  "  stirring 
the  mud."  It  is  doing  no  good,  but  making  more  mud  and  is  not  help- 
ing this  situation  at  all. 

I  was  told  that  the  Marshall  Field  estate  in  Chicago,  which  is  the 
largest  lender  in  Chicago,  when  it  paid  its  taxes  for  1918  had  1.16 
per  cent  left,  and  they  were  calling  their  loans  as  rapidly  as  they 
could  get  them. 

Of  course,  with  the  holders  of  mortgages  of  smaller  incomes  the 
charge  is  not  so  great.  But  get  this  in  your  minds:  The  income 
from  mortgages  is  necessarily  limited  by  the  usury  laws  which  exist 
in  most  of  the  States.  In  all  of  the  New  England  States,  I  think 
all  of  the  Atlantic  States,  practically  all  of  the  Atlantic  States,  the 
legal  interest  rate  is  6  per  cent.  If  any  one  of  you  had  money  in- 
vested in  mortgages  at  6  per  cent  and  you  had  to  pay  even  25  per 
cent  of  your  income  in  income  taxes,  and  you  realized  that  if  you 
could  cash  those  mortgages  and  could  invest  them  at  the  market 
to-day  in  Liberty  bonds  or  in  municipals  or  county  taxes  or  school 
taxes  or  road  taxes  that  would  give  anywhere  from  5^  to  6^  per 
cent,  it  would  be  very  human  of  you  and  very  proper,  I  should 
think,  for  you  to  endeavor  to  change  that  form  of  investment.  That 
is  what  is  going  on  and  I  know  it. 

I  have  had  bankers  in  to  see  me  from  most  of  the  important  cities 
in  the  West,  particularly  the  Middle  West.  In  Indianapolis,  the 
largest  trust  company  there  which  handled  local  mortgages  told  me 
that  their  business  heretofore  had  been  the  lending  out  of  money  at 
7  per  cent  and  selling^  certificates  at  6  per  cent.  That  business  has 
absolutely  stopped.  There  was  no  demand  for  their  6  per  cent  cer- 
tificates and  they  could  not  get  any  money  to  loan  on  houses. 

I  had  some  bankers  in  from  Muncie,  Ind.,  right  near,  the  other 
day,  who  had  just  the  same  story  to  tell.  It  is  coming  from  dozens 
of  cities  where  the  financial  people,  particularly  the  banker  and 
mortgage  companies,  have  made  that  same  statement. 

I  do  not  mean  to  say  that  all  of  the  loss  of  mortgages  is  attrib- 
utable to  the  income  tax,  because  there  are  a  great  many  high-rate 
bond  issues  and  preferred  stocks  and  things  of  that  kind  that  attract 
people.  But  the  most  impelling  reason  in  my  mind  is  the  fact  that 
the  mortgage  income  is  taxed  under  the  income-tax  law.  It  has 
driven  and  is  driving  hundreds  of  millions  of  dollars  out  of  the 
market;  and  the  worst  feature  of  it  is  that  a  great  deal  of  that 
money  will  never  go  back. 

I  can  not  urge  on  you  gentlemen  too  strongly  to  recommend  to 
Congress  that  the  tax  on  mortgage  interest  be  repealed,  that  mort- 
gage interest  be  exempted;  because,  gentlemen,  we  are  facing  a 
most  serious  situation,  in  my  opinion,  in  the  housing  question,  the 
most  serious  that  this  country  has  ever  seen,  and  it  is  not  growing 
any  better.  It  is  growing  worse  steadily.  Responsibility  would  he 
up  to  Congress,  if  they  want  to  prevent  a  situation  in  the  next  few 
years  that  they  as  the  representatives  of  the  people,  I  think,  would 
be  very  sorry  to  witness. 

The  Chairman.  I  rather  think,  perhaps,  you  know  there  is  a  dis- 
position at  Washington  to  oppose  any  further  exemption  ? 
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Mr.  Stabmjr.  Yes,  sir. 

The  Chairman.  I  have  a  great  deal  of  sympathy  with  your  state- 
ment,  Mr.  Stabler,  and  have  ^ven,  as  you  know,  a  great  deal  of  study 
to  the  subject.  But  I  find  xlepresentatives  and  Senators  insisting 
that  if  we  are  going  to  exempt  profits  on  mortgages,  then  we  .haa 
better  exempt  profits  on  what  the  farmer  produces.  I  have  heard  it 
argued  by  some  that  the  best  way  to  solve  this  thing  is  to  enact  legis- 
lation at  Albany  repealing,  say  for  three  years,  the  usury  laws  and 
permitting  interest  rates  to  soar,  and  that  that  would  bring  vast  sums 
of  money  back  into  the  mortgage  market.  What  do  you  think  of 
that? 

Mr.  Stabler.  I  think  it  would  bring  some  funds  back  in  this 
State,  Mr.  Chairman.  But  it  is  not  going  to  greatly  affect  the  other 
States,  the  Western  States,  in  many  of  which  they  charge  as  high  as- 
12  per  cent.  But  in  those  very  States  where  they  can  charge  these 
tremendous  rates  they  are  in  the  same  need  of  money  that  we  are 
here. 

The  Chairman.  The  gentlemen  with  reputations  as  economists 
insist  that  you  should  first  repeal  the  usury  laws  and  then,  imme- 
diately on  the  convening  of  Congress,  revise  our  tax  laws ;  repeal  the 
excess-profits  tax  laws,  and  fix  a  maximum  income  tax  rate  of  30 
per  cent,  where  it  could  not  be  worth  while  for  men  to  take  their 
money  out  of  the  mortgage  business  and  put  it  into  other  loans  that 
were  exempt. 

The  repeal  of  the  excess-profit  tax  laws  and  reducing  the  maximum 
ratCj  which,  I  believe,  is  73  per  cent,  down  to  30  per  cent,  as  you 
realize,  too,  might  be  very  helpful. 

Mr.  Stabler.  If  you  can  get  all  the  States  to  repeal  the  usury 
laws  and  take  the  lid  off  interest  rates,  you  will  do  some  good.  But 
I  am  not  talking  for  the  investor,  here,  at  all.  The  investor  can 
take  care  of  himself.  I  am  talking  for  the  man  that  wants  to  bor- 
row the  money.  I  am  talking  for  the  man  who  wants  to  buy  a  home, 
even  if  it  is  but  $4,000  or  $5,000. 

If  you  are  going  to  put  that  man  in  a  position  where  he  has  to 
pay  8  or  9  or  10  per  cent,  there  is  going  to  be  a  great  deal  of  un- 
rest and  hard  feeling.  I  think  that  this  question  of  housing  is  sa 
much  above  every  other  question  that  you  have  before  you,  with 
due  respect.  The  people  have  got  to  have  homes.  I  believe  it  is 
within  the  power  of  the  United  States  Government  to  exercise  its 
poli  e  power,  and  that  under  the  exercise  of  that  police  power  they 
could  do  things  which  in  ordinary  times  they  would  not  do.  And 
with  regard  to  the  fact  that  exemptions  of  any  kind  are  not  favored 
by  Members  of  Congress,  let  me  say  this :  That  if  you  do  not  exempt 
mortgages  from  income  tax,  prettj^  soon  you  will  have  no  mortgages 
to  tax.  While  all  the  mortgages  in  this  country  can  not  be  replaced 
with  institutions  that  are  not  subject  to  tax,  those  that  will  not  be 
will  be  but  a  drop  in  the  bucket. 

The  life  insurance  companies  and  building  loan  associations  are 
doing  all  they  can.  The  building  loan  associations  are  absolutely 
up  against  it.  They  can  not  get  anything  like  the  money  they  need. 
They  come  to  us  and  want  to  borrow  on  their  securities  and  ask 
if  we  could  not  help  them  out.  I  can  not  speak  strongly  enough, 
Senator,  in  trying  to  convince  you  gentlemen  that  this  is  the  most 
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Tital,  the  most  necessary,  thing  to  be  done  by  Congress.  I  mean  as 
iar  as  our  internal  affairs  are  concerned. 

The  Chairman.  Mr.  Stabler,  would  you  make  that  power  un- 
limited ? 

Mr.  STABiiER.  Yes,  sir;  absolutely.  Because,  if  you  do  not,  here 
is  what  will  happen.  The  large  holders  of  mortgages  will  go  to 
the  bond  houses  and  to  the  mortgage  companies  and  those  companies 
"wdll  take  the  whole  amount,  which  may  be  a  million  dollars,  and 
they  will  parcel  it  out  in  small  sums.  iNow,  then,  Senator,  you  are 
ffoing  to  lose  the  income  from  that  money  anyhow,  if  you  do  that. 
You  are  ^oing  to  lose  the  income  from  the  big  mortgages  if  you  do 
that  and  it  is  offering  a  premium  to  these  large  holders  to  get  out. 

The  Chairman.  I  am  fearful  if  we  trj  to  do  that  Congress  will 
think  we  are  going  too  far  and  we  are  trying  to  do  too  much. 

Mr.  Stabler.  Senator,  I  can  never  make  a  speech  to  Congress,  but 
this  thing  is  in  my  heart.  I  know  I  am  right.  It  is  something 
that  hurts  me  every  time  I  think  of  it.  And,  if  Congress  does  not 
do  this,  the  responsibility  for  trouble  is  going  to  be  on  Congress. 
I  warn  you  of  it.  It  is  going  to  be  a  very  serious  trouble.  The 
people  have  got  to  live. 

I  know  of  a  case  uptown  here  where  25  people  live  where  5  were 
meant  to  live.  That  is  going  on  all  over  the  country.  People  are 
being  herded  together.  If  you  do  not  do  something  to  stop  this, 
you  are  going  to  lower  the  moral  tone  of  this  country.  That  is  as 
sure  as  we  are  sitting  here. 

The  Chairman.  Have  you  given  any  thought  to  having  legislation 
enacted  at  Albany  for  relieving  the  city  tax  on  new  buildings  for  a 
period  of  years? 

Mr.  Stabler.  Yes;  I  have;  and  while  I  did  not  believe  in  it,  I 
have  come  to  think  that  it  is  one  thing  we  must  do.  It  will  help 
somewhat.    It  will  encourage  building  to  some  extent. 

The  Chairman.  Just  how  would  you  do  that?  Would  it  be  for 
3,  5,  8,  or  10  years? 

Mr.  Stabler.  It  seems  to  me  that  five  years  would  be  long  enough. 
Because  if  you  gentlemen  would  do  what  we  ask  you  to  do,  I  believe 
that  the  housing  situation  will  by  that  time  have  been  considerably 
remedied. 

The  Chairman.  Has  your  attention  been  called  to  the  provision  in 
the  shipping  act  which  exempts  from  excess-profit  tax  the  profits  of 
American  ships  in  the  foreign  trade  ? 

Mr.  Stabler.  No,  sir. 

The  Chairman.  What  would  you  think  of  Congress  enacting  legis- 
lation relieving  from  excess  profits  the  earnings  on  new  buildings  or 
the  profits  on  the  new  buildings  when  they  are  sold? 

Mr.  Stabler.  Well,  Senator,  that  will  help  some. 

The  Chairman.  Suppose  I  built  a  house  that  costs  $20,000  and 
sold  it  for  $25,000.  The  $5,000  profit  would  be  exempt  from  excess- 
profit  taxes  provided  I  invested  those  profits  in  new  buildings. 

Mr.  Stabler.  How  are  you  going  to  build  a  house  if  you  haven't 
got  the  money  to- build  it  with? 

The  Chairman.  That  would  nevertheless  be  an  encouragement, 
wouldn't  it  ? 
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Mr.  Stabler.  It  would  be  some  encouragement.  But  if  you  can 
not  get  the  money  on  mortgage,  you  can  not  build  houses. 

The  Chairman.  Your  attention  has  probably  been  called  to  a 
statement  appearing  in  the  papers  recently  with  respect  to  having 
the  city  loan  money  ? 

Mr.  Stabler.  You  know  what  that  means — two  or  three  years  for 
a  constitutional  amendment. 

The  Chairman.  As  you  understand,  it  would  require  an  amend- 
ment of  the  constitution  ? 

Mr.  Stabler.  I  should  think  so.  The  city  itself  certainly  has  no 
right  to  lend.  The  city  chamberlain  has.  The  city  chamberlain,  as 
the  custodian  of  funds,  under  certain  Conditions  must  lend  in  some 
way — ^generally  on  mortgage. 

The  Chairman.  That  is  a  very  limited  sum? 

Mr.  Stabler.  That  is  a  very  limited  sum. 

The  Chairman.  What  do  you  think  of  the  policy  of  lending  it  ? 

Mr.  Sta^jler.  I  do  not  believe  in  the  city  doing  it.  I  think  it  is 
better  left  in  private  hands. 

The  Chairman.  I  agree  with  that,  too.  Mr.  Stabler,  have  you  ever 
given  any  thought  to  the  Government  organizing  a  banking  system 
which  would  make  long-term  loans,  somewhat  along  the  line  of  the 
present  Federal  Reserve  System;  a  banking  system  something  like 
they  have  in  France  and  Germany,  which  would  permit  us  to  utilize 
mortgage  loans  as  we  do  credits  in  the  reserve  system,  to  secure  facili- 
ties for  loans  on  property  ? 

Mr.  Stabler.  I  have  thought  about  it,  Mr.  Chairman;  yes,  sir. 
The  objection  that  I  have  to  the  Government  making  loans  of  this 
kind — not  to  the  Government  but  to  a  Government  utility,  I  suppose 
you  would  call  it — is  that  the  lending  of  money  on  improved  prop- 
erty requires  particular  knowledge,  and  there  is  grave  danger — more 
danger  of  loss — in  lending  on  improved  property,  particularly  on 
small  houses,  than  on  almost  any  other  class  of  business,  and  unless 
these  local  institutions  can  call  to  their  assistance  men  who  are  posted 
on  this  business  there  is  likely  to  be  a  loss.  It  may  not  be  grave, 
because  my  experience  is  that  the  losses  on  properly  placed  mortgages 
is  nil. 

We  have  always  had  people  with  us  who  have  made  a  specialty 
of  that  business.  All  the  companies  have.  The  mortgage  and  guar- 
anty companies  and  the  title  companies  have  experts  in  this  business. . 
and  they  can  do  it  because  they  know  that  their  capital  is  behina 
these  things  to  guarantee  them,  and  they  are  necessarily  careful. 
Whether  you  get  the  same  degree  of  care  and  the  same  skill  and  ex- 
perience in  a  scheme  such  as  you  speak  of  is  something  I  am  a  little 
doubtful  about. 

Hertofore  this  country  has  provided  its  money  in  one  way — in 
loans,  both  large  and  small.  You  know  what  the  practice  has  always 
been.  The  small  investor  who  lent  money  on  mortgage  knew  that 
there  was  something  he  could  bank  on  as  long  as  he  lived.  He  could 
always  get  his  money  the  day  it  was  due,  and  there  was  no  speculation 
about  it.  Another  advantage  in  the  mortgage  is  thf^t  in  the  hands  of 
most  holders  they  are  not  readily  cashed,  so  that  holders  are  not 
tempted  to  go  into  some  wildcat  scheme  and  kiss  the  money  good-bye 
and  never  see  it  again.  That,  I  think,  is  one  of  the  strongest  argu- 
ments in  favor  of  people  of  small  and  even  large  means  putting  their 


RECONSTRUCTION   AND  PRODUCTION.  93 

money  into  something  that  is  permanent,  which  they  can  not  cash 
whenever  they  want  to  and  go  down  to  Wall  Street  and  lose  it  in  a 
few  days. 

The  Chairman.  Mr.  Stabler,  several  bills  have  been  introduced  in 
both  Houses  of  Congress  authorizing  the  establishment  of  a  home 
loan  banking  system,  utilizing  our  present  building  and  loan  idea  for 
that  purpose.  As  I  recall  it,  the  bills  that  I  have  m  mind  provide  in 
each  Federal  reserve  district  for  the  organization  of  a  bank  with  capi- 
tal stock  subscribed  to  by  building  and  loan  associations,  the  associa- 
tions being  permitted  to  come  to  the  bank  by  pledging  first  mort- 
gages and  Dorrow  up  to  65  per  cent  of  the  value  of  those  first  mort- 
gages, bonds  being  issued  against  them,  and  these  bonds  being  tax 
exempt. 

Mr.  Stabler.  Yes,  sir. 

The  Chairman.  Building  loan  associations  to-day  have  $2,000,- 
000,000  worth  of  mortgages,  as  I  recall  it,  and  they  would  be  able  to 
borrow  about  that  much  more.    What  do  you  think  of  that  ? 

Mr.  Stabler.  I  think  that  would  be  a  great  help.  You  see  that 
that  would  require,  however,  an  increase  in  our  tax-exempt  securities. 

The  Chairman.  That  would  not  worry  you  any,  would  it? 

Mr.  Stabler.  Not  a  bit. 

The  Chairman.  I  am  told,  Mr.  Stabler,  that  there  are  now  about 
$14,000,000,000  worth  of  tax-exempt  securities  in  this  country. 

Mr.  Stabler.  I  do  not  doubt  it.  And  every  time  a  city  or  town  or 
school  wants  to  borrow  something  they  can  get  it,  because  it  is  tax 
exempt.    You  are  increasing  that  amount  by  taxing  the  mortgages. 

The  Chairman.  And  I  am  told,  too,  that  those  tax-exempt  securi- 
ties are  largel}'  in  the  hands  to-day  of  the  rich  men  of  the  country  to 
avoid  taxation. 

Mr.  Stabler.  I  think  that  is  undoubtedly  true,  and  that  is  part  of 
my  argument. 

The  Chairman.  A  gentleman  told  me  the  other  dav  that  a  man 
whose  income  exceeded  a  million  dollars  a  year  would  necessarily 
have  to  have  about  24  per  cent  income  on  his  wealth  to  have  a  net 
income  equal  to  about  what  the  tax-exempt  securities  would  bring. 

Mr.  Stabler.  It  is  not  the  rich  man  that  I  am  asking  this  for.  I 
want  to  keep  the  rich  men  in  this  market.  I  want  to  coax  them  to 
come  back.  I  want  to  increase  the  funds  for  mortgage  loans  in  every 
way  possible.  I  say  that  the  income  that  the  Government  would  lose 
from  exempting  mortgages  would  be  so  trifling,  compared  with  the 
crisis  that  exists,  that  there  ought  not  to  be  a  minute's  hesitation 
about  it. 

The  Chairman.  How  much  money  has  your  company  loaned  on 
bond  and  mortgage  ? 

Mr.  Stabler.  We  have  about  $325,000,000,  and  bv  the  end  of  the 
year  it  will  be  well  over  $350,000,000. 

The  Chairman.  And  the  income  from  these  mortgages  are  all 
exempt  ? 
Mr.  Stabler.  All  exempt :  yes,  sir. 
The  Chairman.  So  that  this  mortgage  tax  exemption  that  you  ask 

for  would  not  in  the  slightest  degree  affect  your  concern  ? 
Mr.  Stabler.  Not  in  the  least,  except  that  if  you  pass  an  exemption 

bill  you  probably  will  bring  down  the  rate  of  interest  that  we  can 

collect.    We  can  get  at  this  time  the  maximum  interest  rates  on 
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everything,  because  of  the  absolute  scarcity  of  money,  and  if  you  do 
pass  this  bill  it  will  not  be  so  easy,  of  course,  to  get  these  extreme 
rates.    May  I  say  one  or  two  words  more  ? 

The  Chairman.  Yes. 

Mr.  Staui^r,  One  thing  which  I  think  is  right  for  vou  to  consider 
is  that  to  build  to-day  the  cost  is  more  than  double  what  it  was 
five  years  ago.  You  need  more  than  double  the  money  to  accomplish 
the  same  thing,  and  instead  of  having  more  than  double  the  money 
we  have  a  great  deal  less. 

The  Chairman.  Is  it  three  times  what  it  was  five  years  ago  ? 

Mr.  Stabler.  In  some  cases  it  is  three  times  what  it  was  five  years 
ago.  There  is  nothing^  Senator,  that  is  not  double  or  more  than 
double ;  nothing  that  1  have  any  information  about,  and  I  have 
looked  into  it  very  carefully. 

About  three  or  four  months  ago  the^  real  estate  board  sent  out  a 
f  questionnaire  to  the  largest  law  firms  in  this  city  who  have  made  a 

})raetice  of  lending  on  mortgage,  and  he  said  that  business  had  abso- 
utely  disappeared  from  their  offices  and  that  their  clients — trust  es- 
tates and  individuals — were  calling  their  mortgages  just  as  fast  as 
they  could  get  the  money. 

One  thing  I  ask  of  you  is  that  you  be  careful  that  nothing  but 
real  estate  mortgages,  if  such  a  bill  is  passed,  be  exempt  from  taxa- 
tion. I  do  not  mean  railroad  bonds  or  industrials  or  anvthing  of 
that  kind.  I  mean  mortgages  on  real  estate — on  houses  and  buildings 
that  people  live  in. 

The  Chairman.  Would  vou  include  an  exemption  on  the  income 
from  mortgages  on  industrial  property,  factory,  office  buildings? 

Mr.  Stabler.  Well,  office  buildings,  yes;  bv  all  means.  What  I 
mean  is — and  I  think  you  understand  what  1  mean — a  real  estate 
mortgage.  A  mortgage  on  a  gas  house  or  on  parts  of  a  railroad 
yard  or  things  of  that  kind  is  not  what  I  am  talking  about. 

The  Chairman.  Not  a  public  utility? 

Mr.  Stabler.  Not  a  public  utility.  I  mean  those  pieces  of  real 
estate  that  are  used  for  daily  business,  and  things  of  that  kind,  where 
people  live. 

There  is  another  result  that  this  situation  is  producing  to-day.  If 
you  were  in  my  position  it  would  hurt  you  frequently.  People  come 
into  me  and  say,  "  I  want  to  borrow  some  money  on  my  house,  on  my 
apartment  house."  "What  is  the  matter?"  "Weil,  the  loan  is 
called."  "  Well,  who  has  it  ?  "  "  Some  estate  that  wants  the  money." 
"I  can't  help  you,  because  if  I  do  you  will  take  that  much  monev 
from  the  assistance  that  we  can  render  to  the  housing  situation. ' 
"  Mr.  Stabler,  we  can't  get  it.  We  can't  get  it  anywhere."  The  peo- 
ple are  absolutely  up  against  it  and  do  not  know  where  to  get  the 
money.  The  title  companies  and  the  mortgage  conipanies  can  not 
sell  their  mortgages  and  they  can  not  sell  their  certificates,  so  they 
can  not  do  any  more  business. 

That,  gentlemen,  is  my  feeling  on  the  subject,  and  I  tell  you  that 
it  has  become  pretty  nearly  a  religion  with  me,  because  I  see  so  much 
of  it.  I  know  what  the  effect  is  now  and  I  know  what  it  is  going  to 
be  if  it  keeps  on.  I  hope  that  you  will  feel  that  you  can  recommend 
to  Congress  that  it  take  this  action  such  as  I  have  advised;  and  I 
believe,  fully  believe,  that  you  will  have  the  support  of  the  whole 
Nation  in  doing  it. 
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The  Cmaikman.  Mr.  Stabler,  hare  you  had  any  complaint  of  the 
inefficiency  of  labor  in  building  matters? 

Mr.  Stabler.  There  was  a  great  deal,  sir,  but  it  is  very  much  im- 
proved, I  am  told. 

The  Chairman.  Is  there  a  shortage  of  labor  here  in  New  York 
City  in  building? 

Mr.  Stabler.  I  do  not  think  there  is  a  shortage  to-day.  I  do  not 
think  so.  There  may  be  a  little,  but  nothing  like  what  there  was, 
Mr.  Chairman.  ^  ^  ^ 

The  Chairman.  Has  there  been  a  very  great  increase  in  the  cost 
of  building  materials? 
Mr.  Stabler.  Y^  sir. 

The  Chairman.  Doesn't  that  hamper  building  a  good  deal  ? 
Mr.  Stabler.  It  does,  but  they  would  still  build  if  they  could  get 
the  materials ;  if  they  could  get  the  materials  and  if  they  could  get 
the  money  to  build  with. 

The  Chairman.  You  know,  then,  that  there  is  some  difficulty  in 
getting  building  material  into  the  city? 
Mr.  Stabler.  Yes,  sir ;  there  is  very  great  difficulty. 
The  Chairman.  Has  that  improved  of  late,  do  you  know? 
Mr.  Stabler.  I  have  not  heard  of  any  very  great  improvement, 
although  there  may  have  been  some.    I  think,  so  far  as  that  is  con- 
cerned, it  is  a  question  of  transportation  largely;  and  I  think  we 
heard  at  the  dinner  given  to  you  a  month  or  so  ago  that  there  was 
plenty  of  material  if  we  could  get  it  from  the  source  of  production. 

The  Chairman.  The  statement  made  at  that  meeting  was  that 
there  was  plenty  of  cement,  plenty  of  lumber,  plenty  of  lime,  and 
plenty  of  brick,  out  that  there  was  difficulty  in  getting  it  here. 
Mr.  Stabler.  Yes,  sir. 

The  Chairman.  The  embargo  on  all  materials  in  favor  of  coal  has 
contributed  largely  toward  the  transportation  difficulties.  The  tre- 
ffiendous  exportation  of  coal  has  affected  the  price  and  has  also 
affected  transportation  for  business  generally. 

The  railroad  interests  in  the  country  are  appointing  a  representa- 
tive in  the  larger  cities  to  cooperate  with  a  committee  in  each  com- 
munity representing  the  building  interests  so  that  they  might  work 
together  to  get  their  building  materials  through.  We  have  these  com- 
munities already  arranged  in  several  of  the  cities. 

If  we  can  get  the  building  materials  flowing  in  to  the  cities,  where 
they  are  needed,  regularly  and  normally,  ana  then  make  it  easy  and 
convenient  for  men  to  secure  loans  on  reasonable  terms,  these  two 
things  alone  will  reduce  the  cost  of  building  20  per  cent. 

Mr.  Stabler.  i\o  question  about  it.  It  is  those  two  things  in  my 
opinion  that  are  most  needed  to-day,  the  ability  to  get  the  material 
where  it  is  to  be  used  and  the  ability  to  borrow  money  to  build  the 
buildines  with. 

The  Chairman.  Whether  we  ought  to  go  right  at  the  root  of  it  all 
and  cut  out  all  excess-profit  taxes  and  then  reduce  the  income  tax  to 
^  per  cent,  providing  in  its  place  an  expenditure  tax  or  something 
of  that  kind,  is  a  question  that  Congress  will  have  to  work  out. 

Mr.  Stabler.  It  seems  to  me,  Senator,  that  the  thing  that  will  pro- 
duce the  result  more  quickly  is  the  exemption  of  mortgages.  I  am 
very  certain  of  it.    It  you  gentlemen  could  talk  to  borrowers  and 

3015— 21— VOL  1 7 


96  RECONSTBUCnON  AND  PRODUCTION. 

to  bankers  who  are  in  the  habit  of  doing  this  business,  as  I  am  doing^ 
every  day  and  all  day,  and  get  the  same  report,  no  difference,  only 
one  place  worse  than  the  other — if  you  could  do  that  you  would  have 
somewhat  the  feeling  about  it  that  I  have.  And  if  I  could  only  get 
it  into  the  committ^  of  the  House  and  Senate,  if  I  could  only 
have  them  see  it  as  I  see  it  and  as  others  see  it,  I  can  not  believe 
that  they  who  are  responsible  to  the  Nation  for  its  welfare  would 
hesitate  a  minute  to  take  a  chance,  if  necessary,  that  the  income  of 
the  Government  be  lowered. 

The  Government  is  here,  gentlemen,  to  look  after  the  welfare  of  its 
people.  That  is  what  it  is  for.  That  is  what  you  gentlemen  are 
there  for.  And  if  you  deny  them  this,  if  you  deny  them  a  place  to 
cover  themselves  and  their  families  you  might  just  as  well  deny  them 
food,  because  food  is  not  much  good  to  them  if  they  haven't  a  place 
to  ffo  to. 

The  Chairman.  The  Government  has  either  to  encourage  people 
to  build  houses  themselves  or  else  it  has  got  to  go  into  the  building 
of  houses. 

Mr.  Stabler.  Well,  do  you  think  the  Government  ought  to  do  that  ? 

The  Chairman.  Of  course,  I  am  not  for  that. 

Mr.  Stabler.  Are  you  proud,  sir,  of  what  was  done  by  the  Govern- 
ment in  building  houses  during  the  war  ?  I  went  to  one  city  not  long 
ago  where  the  Government  built  a  lot  of  houses,  and  the  Government 
is  willing  to  sell  them  to-day  at  about  33^  per  cent  of  what  they  cost, 
so  I  was  told  by  a  Government  representative. 

The  Chairman.  Thank  you,  Mr.  Stabler.  Mr.  Miller,  you  have 
been  connected  with  the  building  bureau  of  this  borough  and  with  the 
building  department  of  this  city  for  many  years? 

STATEMENT  OF  MB.  ETTBOLPH  P.  MULEB,  STTPEEINTENDENT  OF 
BXTILDINOS  OF  THE  B0B0U6H  OF  MANHATTAN,  MUNICIPAL 
BXriLDINO,  NEW  YOBK  CITY. 

Mr.  Miller.  Now  I  am  again  connected  with  it  since  the  1st  of 
January  of  this  year — superintendent  of  buildings.  I  was  pre- 
viously connected  with  it  as  superintendent  of  buildings  in  1910 
to  1914,  and  then  for  a  while  as  chairman  of  the  board  of  standards 
and  appeals  of  the  city,  that  deals  with  building  matters.  I  will 
say  that  I  have  been  connected  with  the  building  department,  more 
or  less,  since  1895  in  different  capacities. 

The  Chairman.  Mr.  Miller,  you  are  also  president  of  the  associa- 
tion of  building  commissioners  of  the  United  States,  are  you  not? 

Mr.  Miller.  Yes;  an  organization  of  the  officials  who  administer 
the  building  laws. 

The  Chairman.  I  know  that  in  the  course  of  your  official  duties 
you  have  given  some  thought  to  this  subject  of  housing  and  I  would 
like  you  to  tell  the  committee  just  what  is  in  your  mind  concerning 
it,  if  you  have  any  advice  to  offer. 

Mr.  Miller.  I  am  afraid,  Mr.  Chairman,  I  can  not  give  you  mucK 
in  the  way  of  advice  as  Mr.  Stabler  has  given  it  to  von.  It  may  help 
you  if  I  give  you  some  of  the  statistics  of  the  building  operations  in 
this  borough  as  we  see  them  now. 


BBCONSTRUCTION  AND  PRODUCTION.  97 

The  Chatbman.  Thank  you. 

Mr.  MnxEB.  It  may  contribute  to  the  subject.  I  am  not  prepared 
to  draw  many  conclusions,  however.  Since  the  first  of  this  year  there 
have  been  a  great  many  buildings  contemplated,  more  building  opera- 
tions have  been  contemplated  in  this  year  than  ever  before,  but  that 
does  not  indicate  necessarily  that  there  is  great  activity  in  building 
operations.  There  is  a  good  deal  of  activity  here  in  this  borough  in 
the  larger  structures,  in  business  structures.  There  is  very  little  in 
housing.  Ordinarily,  in  normal  times,  of  the  applications  made  for 
new  buildings  only  aoout  80  to  85  per  cent  are  actually  carried  out. 
I  should  say  at  this  time,  without  having  actually  examined  into  the 
figures,  that  that  is  reduced  to  less  than  60  per  cent.  I  am  speaking 
entirely  offhand  in  that,  because  I  have  not  looked  at  the  figures. 

But,  as  I  said  before,  the  proportion  of  houses  in  contemplation 
themselves  is  very  much  smaller  than  ordinarily.  Ordinarily  in  nor- 
mal times  about  35  to  40  per  cent  of  the  contemplated  new  buildings 
are  for  the  purpose  of  housing.  When  I  say  this  now,  I  am  talking 
particularly  of  the  Borough  of  Manhattan.  I  am  not  very  familiar 
with  the  conditions  in  the  other  boroughs ;  but  in  the  other  boroughs 
the  proportion  of  housing  is  very  much  greater  than  it  is  in  the 
Borough  of  Manhattan.  In  Manhattan^  in  ordinary  times,  about  35 
to  40  per  cent  of  the  contemplated  buildings  are  for  purposes  of 
housing.  At  the  present  time  about  6  per  cent  of  the  buildings  con- 
templated are  for  nousing. 

Then  there  is  another  phase  of  it,  which  is  perhaps  interesting, 
namely,  as  to  the  buildings  that  are  bein£  altered  in  this  borough. 
A  great  deal  of  the  work  is  in  the  way  of  futering  existing  buildings. 
A  much  larger  proportion  of  our  building  operations  are  in  tne 
way  of  alteration  than  in  any  other  borough,  but  an  examination  of 
the  alterations  contemplated  during.  I  might  say,  the  first  five  months 
of  this  year  showed  about  two-thirds  of  them  tended  to  reduce  hous- 
ing facilities  and  only  about  one-third  to  in  any  way  increase  them. 
Just  to  what  extent  they  were  increasing  or  decreasing  our  figures  do 
not  show,  because  they  are  not  in  such  shape  that  we  can  very  well 
get  it 

The  Chairman.  Would  it  be  possible  for  you  to  furnish  the  com- 
mittee information  indicating  the  number  of  houses,  new  houses, 
dwelling  houses^  or  apartments  that  have  actually  been  con- 
structed since  January  1,  1919,  for  instance,  and  also  having  in 
mind  the  number  of  dwelling  houses  that  have  been  taken  down  in 
the  city  of  New  York,  so  that  the  committee  may  know  whether  or 
not  there  was  an  actual  increase  or  decrease  in  the  housing  facilities 
in  the  Borough  of  Manhattan?  I  have  heard  it  said  that  to-day 
there  is  less  housing  facilities  here  on  Manhattan  Island  than  there 
was  a  year  and  a  half  ago. 

ilr.  MnxER.  I  think  the  statistics  would  show  that.  The  statis- 
tics as  they  have  been  kept  in  the  past  are  not  in  such  shape  that 
they  would  readily  show  that  and  they  would  have  to  be  analyzed 
a  httle  more  carefully  and  that  is  the  reason  I  haven't  got  them 
to-day  in  definite  form,  but  I  will  be  very  glad  to  furnish  the  com- 
mittee with  that  information  at  any  time  as  soon  as  I  am  able  to 
get  it 
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The  Chairman.  Thank  you,  and  then  you  can  let  us  have  it  when 
you  do  get  it  ? 

Mr.  Miller.  I  might  just  point  out  some  few  things  that  might 
throw  a  few  sidelights  on  this  condition,  if  you  care  to  hear  them. 

The  Chairman.  Thank  you;  go  ahead. 

Mr.  Miller.  The  average  number  of  buildings  in  Manhattan  in 
normal  times  erected  for  housing  purposes  in  the  year  is  about 
170,  and  that  furnishes  about  6,cSo  apartments.  You  will  under- 
stand Manhattan  is  not  a  residence  section  largely  as  are  the  other 
boroughs,  so  that  our  figures  do  not  seem  perhaps  large,  but  I  think 
they  will  in  a  way  reflect  the  situation.  Now,  in  the  three  years, 
1917,  1918,  and  1919,  there  were  only  76  buildings  actually  con- 
structed. 

Mr.  Franklin  T.  Miller.  Per  year? 

Mr.  R.  P.  Miller.  For  the  three  years,  furnishing  3,000  apart- 
ments for  that  period. 

The  Chairman.  For  1917,  1918,  and  1919  ? 

Mr.  Miller.  Yes;  in  other  words,  in  those  three  years  only  half 
as  much  was  furnished  in  the  way  of  housing  facilities  as  is  ordi- 
narily furnished  in  normal  times. 

The  Chairman.  In  one  year? 

Mr.  Miller.  In  one  year;  yes. 

The  Chairman.  In  other  words,  it  was  one-sixth  of  the  normal  ? 

Mr.  Miller.  Yes;  about  one-sixth  of  the  normal.  The  private 
dwelling  in  New  York,  of  course,  in  Manhattan,  is  an  unimportant 
factor  in  the  housing  situation.  We  are  building  very  few.  They 
run  about,  well,  the  last  year^  or  at  the  present  time,  the  rate  has 
been  a  little  higher  than  ordinarily.  I  think  it  is  possibly  11  in 
the  year  average,  but  all  such  houses  are  of  the  character  that  they 
cost  $20,000  or  more  showing  that  they  are  for  people  of  means. 
The  two-family  house  has  been  a  thing  practically  unknown  for  a 
good  many  years  past  in  Manhattan,  but,  strange  to  say,  within  the 
last  year  it  has  come  in  again  and  we  have  had  more  two-family 
houses  than  we  have  had  private  houses.  Of  course,  the  tenement 
house  and  the  apartment  hotels  are  the  buildings  that  are  mainly 
put  up  in  Manhattan  for  housing  purposes. 

An  interesting  point,  perhaps,  just  a  sidelight  on  this,  is  the 
tendency  toward  other  types  of  construction.  It  seems  that  the 
business  building  and  the  amusement  building  are  a  much  better 
form  of  investment  than  houses  at  the  present  time,  so  that  we  have 
in  Mav  of  this  year  a  situation,  for  instance,  with  regard  to  amuse- 
ment buildings,  that  there  were  nine  proposed  for  which  permits 
had  not  yet  been  issued,  seven  for  which  the  permits  have  been  issued 
but  not  yet  begun,  and  four  under  actual  construction,  making  a  total 
number  of  20,  nearly  all  tending  to  decrease  the  housing  facilities. 
Those  20  proposed  amusement  buildings  replaced  probably  65  to  70 
residence  buildings.  In  the  replacement  there  were  also  about 
twenty-odd  business  buildings.  I  do  not  know  whether  there  is 
anvthing  more  I  can  say  except  to  furnish  you  with  the  previous 
information  desired. 

The  Chairman.  Mr.  Miller,  do  vou  know  anything  about  the  con- 
dition of  housing  in  other  cities  or  the  country? 

Mr.  Miller.  No  ;  I  am  not  familiar  with  that.  I  can't  talk  with 
anv  authoritv  on  those  other  cities. 
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The  Chairman.  Of  course,  the  building  of  these  amusement  build- 
ings and  office  buildings,  hotels,  and  other  larg:e  buildings,  that 
doesn't  necessarily  mean  that  there  isn't  some  building  in  the  city 
of  New  York,  in  Queens  and  Brooklyn,  and  the  Bronx.  There  are 
a  ^reat  many  of  the  smaller  buildings  put  up  there. 

Mr.  MnuLER.  I  understand  from  the  other  superintendents  that 
there  is  a  great  deal  of  work  going  on  on  that,  but  nothing  near 
normal,  if  1  size  up  the  situation  right  in  the  other  boroughs.  It  is 
pretty  near  the  same  as  here.  They  are  building  about  one-fourth 
of  the  ordinary  number  that  they  would  build. 

The  Chairman.  Mr.  Miller,  would  it  be  possible  for  you  to  get  for 
ns  a  statement  from  the  other  superintendents,  taking  the  last  five 
yearSj  showing,  go  back,  say,  further  than  that  to  get  the  normal 
tuildmg  before  ttie  European  war,  the  number  of  families  provided 
for  each  year? 

Mr.  Miller.  Well,  the  number  of  families  may  be  difficult  for  the 
superintendents  of  buildings  to  give,  because  the  statistics  are  not 
kept  that  way,  inasmuch  as  the  tenement-house  department  is  looking 
after  that.  You  could  perhaps  get  it  much  better  from  Mr.  Mann, 
the  commissioner  of  the  tenement-house  department. 

The  Chairman.  You  can  give  the  various  superintendents  of 
buildings  my  compliments  and  say  to  them  that  I  nave  asked  them 
to  get  that  for  me. 

Mr.  Miller.  Yes,  sir. 

The  Chairman.  Mr.  Doyle,  what  is  your  occupation,  please? 

STATEMEirr  OF  H&.  EDWABJ)  T.  DOYLE,  VICE  PBESIDENT,  B£ALTY 
SfOTICE  COBJPOKATION,  217  BKOADWAY,  NEW  YOEK  CITY. 

Mr.  Doyle.  I  am  vice  president  of  the  Realty  Notice  Corporation 
and  director  of  the  bureau  of  information  and  research  of  the  real 
estate  board. 

The  Chairman.  Mr.  Doyle^  you  have  given  a  good  deal  of  your 
time  and  attention  to  this  subject  of  housing  of  late,  I  believe? 

Mr.  DoYLB.  Yes,  sir. 

The  Chaikman.  The  committee  will  be  glad  to  have  you  give  us 
Miy  information  you  have  on  the  subject  and  any  recommendation 
you  care  to  make  to  the  committee  for  any  legislation  that  Congress 
inight  enact  that  would  be  helpful. 

Mr.  Doyle.  I  think,  Mr.  Chairman,  that  the  shortage  of  the  hous^ 
iiig  situation  began  to  be  materially  affected  in  about  1901  or  1902 
when  the  tenement-house  laws  were  passed.  Up  to  1898  the  immigra- 
tion to  this  country  was,  as  a  rule,  from  the  north  of  Europe.  The 
sdf-respecting,  thrifty,  hard-working  independent  peoples  of  the 
north  of  Europe  came  here,  and  those  who  did  settle  here  were  of  a 
ijther  good  type.  A  great  many  of  them  of  the  poorer  class  lived  in 
the  cold-water  tenements  of  the  lower  part  of  the  city.  In  1898  the 
character  of  immigration  changed  and  larger  numbers  of  people 
^e  from  southeaSern  Europe  and  southern  Europe.  They  were  a 
Afferent  class  of  people,  with  different  manners  and  different  habits 
and  they  gradually  drove  out  of  their  cold-water  tenements  in  the 
to^er  part  of  the  city  the  people  who  were  there  and  came  in  them- 
selves.  But  instead  of  keeping  them  in  a  cleanly  and  decent  condi- 
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tion,  they  overcrowded  them  and  produced  conditions  which  awoke 
the  sympathy  of  the  so-called  "  parlor  socialists ''  in  those  days,  and 
the  result  was  the  passage  of  laws  which  while  good  in  themselves 
made  the  ownership  of  property  more  difficult,  so  that  there  were 
two  results:  First,  it  changed  the  entire  character  of  landlordism 
of  the  poorer  class  tenements.  The  people  whom  I  represent  to  a 
larffe  degree,  the  Rhinelanders,  the  Goelets,  the  other  older  estates, 
sold  their  tenement-house  properties  and  they  passed  into  the  hands 
of  people  who  were  more  anxious  to  profiteer,  if  you  might  use  that 
word  on  the  tenant,  or  who  were  not  as  careful  of  their  tenants  as 
the  landlords  were  who  had  owned  before  the  advent  of  the  tenement- 
house  law,  and  then  the  better  class  of  the  poorer  people  were  forced 
out  of  those  tenements,  because  conditions  became  such  that  they 
could  not  live  there  any  longer,  and  then  began,  as  you  know,  Senator, 
around  before  1907,  up  to  1907,  the  building  of  these  better-class 
apartment  houses  and  higher  grade  tenements ;  "  new  law  tenements," 
they  were  called,  and  from  1907  to  1914  the  city  was  overbuilt,  and 
it  was  a  very  common  practice  to  give  three  months  rent  free  as  the 
condition  precedent  to  becoming  a  tenant,  and  in  fact  the  tenant  had 
his  own  way  about  it,  and  they  became  unprofitable.  Foreclosures 
were  frequent.  I  have  had  equities  of  thousands  of  dollars  offered 
to  me  for  $500  time  and  again,  first-class  apartment  houses,  up  to 
1914. 

Then  the  war  came  on  and  building  stopped  of  course  by  neces- 
sity and  lured  by  easier  ways  of  living  and  by  higher  wages,  why 
people  came  into  the  cities  from  the  country  and  many  men  who 
went  to  the  war  left  their  families  in  the  city  and  there  was  a  hous- 
ing shortage  immediately. 

But  the  rents  did  not  begin  to  increase  until  about  1917.  In  1914 
there  were  938,000  apartments  in  greater  New  York. 

The  Chairman.  1918? 

Mr.  Doyle.  1914,  for  the  year  ending  December  31,  1914.  On 
December  31,  1919,  there  were  982,000  apartments  in  greater  New 
York.  So  you  see  that  in  that  length  of  time  there  were  only  44,000 
new  apartments  when  there  should  have  been  28,000  new  apartments 
annually  to  take  care  of  the  merely  normal  increase  in  population, 
and  during  that  time  there  was  an  abnormal  increase  in  population. 

After  the  signing  of  the  armistice,  builders  and  property  owners, 
those  who  had  vavant  land,  began  at  once  to  think  of  ouilding. 
Renting  then  became  profitable,  I  mean,  rents  advanced  at  the  be- 
ginning of  1917  and  then  in  1918  and  building  became  profitable  and 
men  turned  their  attention  toward  building. 

At  first  it  was  very  difficult  because  ox  the  shortage  of  material 
and  the  shortage  of  labor  and  of  course  then  began  the  shortage  of 
money,  but  in  my  opinion  there  was  coming  a  real  building  boom. 
I  know  as  a  large  owner  of  vacant  lands  myself  I  intended  to  build 
even  with  those  difficulties  and  building  started,  but  in  1919,  the 
passage  of  the  rent  laws,  profiteering  laws,  especially  that  law  which 
permits  the  judge  to  give  an  indefinite  stay  on  ex  parte  testimony, 
made  it  impracticable  for  a  man  with  reasonable  common  sense  to 
invest,  especially  in  one-family  houses. 

The  CiiAiRMAX.  That  stopped  tenement-house  building? 

Mr.  Doyle.  That  stopped  tenement-house  building. 
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The  Chairman.  Not  so  much  the  law  limiting  the  amount  of 
rental  increase  each  year,  as  the  law  that  gave  the  judges  the  right 
to  extend  a  lease  and  let  people  stay  in  ? 

Mr.  DoTiB.  That  is  exactly  it.  I  will  give  you  a  concrete  instance. 
I  had  four  frame  houses  that  I  have  owned  for  30  years.  I  wanted  to 
get  rid  of  them  and  keep  only  my  good  house.  I  twice  had  an  oppor- 
tunity to  sell  them  at  a  very  good  price  to  men  who  wanted  to  get 
them  for  themselves.  From  inquiry  I  found  that  it  was  impossible 
for  me  to  get  the  tenants  out.  All  the  tenant  had  to  do  was  to  go  to 
the  judge  and  swear  it  was  impossible  for  him  to  get  a  place  in  the 
immediate  locality  on  terms  suitable  to  himself  and  the  judge  said, 
"  We  will  give  you  a  stay,"  and  the  last  word  I  had  was  that  a  stay 
would  be  given  until  the  1st  of  next  May,  so  that  it  was  impossible 
for  me  to  sell  my  frame  houses  although  1  had  men  who  were  anxious 
and  willing  to  buy. 

Yet  you  will  notice  that  commercial  building  is  really  beyond 
normal.     The  building  of  single  and  two-family  houses  is  beyond 
normal. 
The  Chairman.  Is  that  so  ? 

Mr.  Doyle.  Yes,  sir.  On  the  1st  day  of  July  of  this  year  5,067 
single  dwellings  were  under  construction  in  greater  New  York; 
1,669  two-family  houses,  while  at  the  same  time  there  were  only  282 
tenements  of  the  multifamily  house  being  built,  showing,  in  my 
judgment,  of  course — and  my  opinion  is  not  worth  any  more  than 
anybody  else's — ^that  it  wasuT  so  much  a  shortage  of  labor  or  the 
shortage  of  material  or  the  lack  of  material,  although  all  these  were 
contributing  elements;  but  the  fact  that  a  man  felt  after  he  built  a 
house  he  would  have  no  control  over  it  after  it  was  finished.  Those 
who  were  responsible  for  the  laws  say  they  do  not  affect  new  build- 
ing, and,  of  course,  that  might  be  true  for  the  first  year ;  but  a  man, 
a  speculative  builder,  who  ouilds  to  sell,  doesn't  really  feel  that  a 
man  would  buy  such  a  house  for  investment  and  then  have  no  control 
over  it  after  the  first  year,  and  certainly  a  man  wouldn't  build  a 
house  of  that  kind  for  himself  as  a  builder ;  and  I  know  I  wouldn't, 
and  I  built  68  houses,  and  I  wouldn't  build  now  with  the  uncertainty. 
The  Chairman.  Don't  you  think  that  the  unusually  high  costs  at 
the  present  time  retard  building  of  that  character  more  than  the 
reasons  you  state? 

Mr.  Doyle.  I  don't  think  so.  I  don't  think  that  there  would  be  as 
mnch  multifamily  houses  as  there  might  be  if  things  were  more  rea- 
sonable, but  I  think  if  the  men  who  build,  if  they  could  see  prospec- 
tive profits,  no  matter  what  the  cost  is,  they  would  build.  They  are 
builoing  commercial  buildings.  There  are  6,000,000  sguare  feet  of 
office  space  being  built  right  in  this  section,  right  here  in  the  Forty- 
second  Street  section.  You  have  heard  what  Mr.  Miller  testified 
as  to  the  enormous  amount  of  commercial  building,  for  the  increased 
profit  that  they  can  get  with  hig:her  rents. 

The  Chairman.  Building  private  apartment  houses  and  dwell- 
ings for  new  tenants  cofiipetes  with  every  old  one? 
Mr.  DoTiiE.  Yes ;  that's  the  idea. 

The  Chairman.  And  the  builder  feels  that  it  is  a  great  risk? 
Mr.  Doyle.  Yes.    There  is  another  element  that  1  think  I  should 
call  your  attention  to :  There  is  a  greater  efficiency  of  labor  on  smaller 
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units  that  there  is  on  larger  units;  in  building  a  two- family  house 
where  there  are  only  six  or  seven  or  eight  men  working  there  is  a 
much  greater  efficiency  of  labor  than  there  is  on  larger  units  where 
there  are  shop  stewards  and  limited  production  and  all  sorts  of  other 
elements  that  come  in,  where  there  are  a  great  many  men. working. 
You,  as  a  practical  builder,  know  what  I  mean  by  that. 

The  Chairman.  I  think  you  said  the  tenement-house  law  retarded 
building,  did  you  not? 

Mr.  Doyle.  Yes.  In  1901, 1  think^  the  passage  of  those  laws  for  a 
time  had  the  effect  of  retarding  buildmg. 

The  Chairman.  And  you  said  from  1907  to  1914  we  built  a  ereat 
many  of  the  new  law  tenements? 

Mr.  DoTLE.  New  law  tenements  or  apartment  houses. 

The  Chairman.  Don't  you  think  the  tenement-house  law  had  the 
effect  of  preventing  the  building  of  tenement  houses  for  poor  people 
to  live  in  ? 

Mr.  Doyle.  No  question  about  it. 

The  Chairman.  That  they  were  forced  by  the  effect  of  the  law  to 
go  into  older  tenements  and  in  a  great  many  cases*  to  double  up  ? 

Mr.  Doyle.  No  question  about  it.  * 

The  Chairman.  In  other  words,  since  the  enactment  of  the  tene- 
ment-house law,  good  as  it  was,  splendid  as  was  its  conception,  there 
has  been  little  or  no  buildings  constructed  for  poor  people — the  $3 
a  day  man  ? 

Mr.  Doyle.  Very  few  of  them.  It  would  be  absolutely  uneconomic, 
if  wages  are  going  back  anywhere  near  what  they  were,  for  an  ordi- 
nary man  to  rent  a  house. 

The  Chairman.  Or  would  it  be  possible  to  build  a  house  ? 

Mr.  Doyle.  It  wouldn't  be  possible  to  build  a  house. 

The  Chairman.  I  recall  at  the  time  of  the  passage  of  the  tenement- 
house  law  that  I  opposed  it,  because  I  feared  that  very  thing.  I 
was  afraid  that  we  would  do  nothing  in  that  law  for  the  poor  man. 
for  the  man  and  woman  who  had  to  struggle  for  a  living. 

Mr.  Doyle.  Senator,  it  also  changed  the  character  of  the  men 
who  owned  such  houses.  You  know.  Senator,  that  all  men  don't 
build  apartments — I  mean  outside  of  the  speculative  builder.  You 
take  the  old  countryman  who  came  here,  and  his  desire  to  be  a 
landlord  overweighed  ever}i;hing  else.  Then  there  are  men  like  my- 
self, who  have  a  desire  for  constructing  things.  I  have  more  pleasure 
in  watching  a  house  go  up  that  I  am  building  than  from  the  profit  I 
will  make  out  of  it.  I  love  to  build  a  house,  to  see  them  go  up,  and 
then  there  was  the  pride  also  of  being  a  landlord,  and  the  tenement- 
house  law  operated  with  a  strict  enforcement  at  the  beginning, 
operated  to  put  the  landlord  in  a  class  that  wasn't  desirable  ana 
did  not  create  pride  of  ownership. 

The  Chairman.  It  increased  the  cost,  so  that  it  wasn't  possible  to 
build  a  three-family  or  four-familv  house  and  sell  it  to  the  man 
who  kept  one  of  the  apartments  and  rented  the  rest  out? 

Mr.  Doyle.  That  is  just  exactly  what  occurred.  Of  course,  you 
can  not  do  anything  as  far  as  the  State  is  concerned — in  my  judg- 
ment, the  best  thing  the  State  could  do  would  be  to  have  a  law  like 
the  Blackwell  law,  which  would  compel  a  landlord  to  give  a  tenant 
six  months'  notice  and  would  also  compel  the  tenant  to  give  the  land- 
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lord  six  months.  It  is  really  one  of  the  best  measures  proposed  up 
there,  and  it  does  not  provide  for  this  indefinite  stay  on  ex  parte 
testimony. 

But  as  far  as  your  committee  is  concerned,  the  excellent  work 
vou  have  alreadv  done  in  regard  to  housing,  transportation  of 
building  material,  if  you  would  supplement  that  by  naving  Con- 
gress take  the  tax  off  the  income  from  mortgages,  I  think  you  have 
done  all  that  is  possible  for  you  to  do  to  help  building.  '  I  think 
the  law  of  supply  and  demand  would  soon  operate.  I  think  you 
would  have  a  great  deal  of  building;  but^  personally,  there  is  one 
feature  of  this  whole  thin^  which  I  think  is  a  very  good  thing,  and 
that  is  the  way  it  has  practically  forced  men  to  buy  their  own  homes. 
There  are  1,416  new  nouses  under  construction  in  the  Borough  of 
Richmond  alone,  and  those  men  are  better  citizens. 

I  sent  you  a  letter  some  time  ago  from  James  H.  Davidson,  of  the 
Staten  Island  Shipbuilding  Co.,  which  has  3,500  employees.  This 
company  has  been  operating  for  30  years  on  Staten  Island.  The 
majority  of  the  employees  own  their  own  homes.  They  have  abso- 
lutely no  labor  turnover ;  they  operate  as  an  open  shop ;  never  have 
the  slightest  difficulty,  take  anybody,  and  they  wish  to  call  the 
attention  of  the  community  generally  to  the  desirability  for  their 
employees  owning  their  own  homes.  In  Brooklyn  there  are  a  great 
many  new  houses  being  built  and  in  Queens  there  are  a  great  many 
single  houses  being  built,  but  of  course  that  doesn't  take  away  the 
necessity  of  having  these  multifamily  houses. 

The  Chairman.  You  have  heard  the  suggestion  that  the  legisla- 
ture enact  a  law  exempting  from  taxation  new  building  for  a  period 
of  years.    What  do  you  think  about  it  ? 

Mr.  DoYUE.  I  don't  want  to  give  my  personal  opinion  about  it  be- 
cause the  real  estate  board  has  taken  no  affirmative  action  on  it  and 
being  more  or  less  an  employee  of  that  board  I  don't  want  to  say 
anything  that  might  be  construed  either  one  way  or  the  other,  al- 
though the  feeling  there  is  rather  against  it.  I  know  the  Brooklyn 
board  of  brokers  feel  the  same  waj,  that  while  it  would  give  build- 
ing now  a  handicap,  it  might  bring  it  into  unjust  competition  of 
the  men  who  already  owned  real  estate. 

The  Chairman.  Has  your  attention  been  called  to  the  provision 
of  the  shipping  bill  which  exempts  from  the  excess-profit  tax  the 

profits  of  American  vessels  in  foreign  trade  providing  these  profits 

were  invested  in  the  building  of  new  ships? 
Mr.  DoTLE.  Yes. 
The  Chairman.  How   would   it   work   in   the   building  of   new 

houses? 
Mr.  DotXE.  I  think  it  would  probably  work  well.     The  mayor's 

housing  conference  committee  is  in  favor  of  that  exemption  of  build- 
ing from  taxation. 
The  Chairman.  Exempting  profits  on  the  sale  of  new  buildings? 
Mr.  Doyle.  Well,  they  are  in  favor  of  exempting  the  buildings 

from  taxation  for  a  long  term  of  years,  say  for  eight  years,  with  a 

3  per  cent  tax  rate,  that  would  be  24  per  cent. 
The  Chairman.  Of  course,  if  you  do  that,  if  you  enacted  laws  of 

that  character,  you  could  confine  that  to  just  the  sort  of  business  you 

want  to  help,  you  could  exempt  office  buildings  or  factory  buildings 
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or  warehouses  or  terminal  buildings  and  apply  that  only  to  buildings 
exclusively  to  housing  purposes? 

Mr.  Doyle.  The  State  had  done  that  in  the  way  of  reforesting 
lands.  They  exempt  from  taxation  any  land  of  a  man  who  plants 
so  many  trees  and  it  has  been  held  to  be  constitutional. 

The  Chairman.  Have  you  heard  much  said  in  favor  of  repealing 
for  a  limited  period  our  usury  laws? 

Mr.  Doyle.  I  have  heard  a  great  deal  said  in  favor  of  it.  I  don't 
think  it  ought  to  be  done  so  far  as  first  mortgages  are  concerned,  but 
it  might  be  done  to  advantage  as  far  as  other  mortgages  are  con- 
cerned, because  as  a  matter  of  fact  now  the  usury  law  doesn't  mean 
anything,  so  far  as  second  mortgages  are  concerned,  a  man  will  pay 
8  or  9  or  10  per  cent. 

The  Chairman.  Well,  I  have  been  told  that  first  mortgages  call- 
ing for  interest  at  C  per  cent  with  bonus  the  total  increase  is  10  per 
cent. 

Mr.  Doyle.  There  isn't  any  doubt  about  it. 

The  Chairman.  Of  course,  if  that  is  being  done  and  then  there  is 
the  diiRcult^  of  obtaining  building  material  it  makes  the  problem 
very  hard,  indeed. 

Mr.  Doyle.  There  are  very  large  building  operations  going  on  now 
where  on  a  million  dollar  mortgage  $900,000  is  paid;  interest  is 
charged  against  the  full  amount  which  is  really  one  way  of  giving 
a  bonus. 

The  Chairman.  And  getting  around  the  usury  laws. 

Mr.  Doyle.  And  getting  around  the  usury  laws.  The  bad  effect 
of  any  change  in  the, present  law  would  be  the  calling  in  of  all  ex- 
isting mortgages. 

The  Chairman.  That  would  be  very  bad. 

Mr.  Doyle.  That  would  be  really  desperate.  I  have  mortgages 
still  out  at  5  per  cent. 

Mr.  Miller.  Mr.  Doyle,  you  are  secretary  of  the  mayor's  housing 
committee  ? 

Mr.  Doyle.  Yes,  sir. 

Mr.  Miller.  Can  you  mention  the  different  committees  that  have 
been  giving  this  housing  matter  consideration  during  the  last  two  or 
three  years? 

Mr.  Doyle.  Well,  I  think  that  would  be  better  done  by  Commis- 
sioner Mann,  who  is  the  chairman  of  our  committee. 

Mr.  Miller.  Have  you  formed  an  opinion  at  all  as  to  the  drift  of 
the  demand  for  the  cities  or  States  to  loan  money  being  tax  exempt, 
if  some  tax  exemption  is  not  given  to  the  citizenry? 

Mr.  Doyle.  Well,  there  is  a  strong  demand.    In  the  Democratic 

{)latform  at  Saratoga  there  was  a  plank  put  in  urging  State  aid, 
oaning  money  at  a  low  rate  of  interest,  although  I  mow  Commis- 
sioner Mann  called  the  attention  of  the  committee  that  the  State 
itself  couldn't  borrow  money  at  a  low  rate,  so  that  it  would  be  rather 
difficult  to  loan  money  at  low  rates,  unless  it  put  the  debt  on 
the  taxpayer,  but  the  city  of  New  York  has  money  in  its  sinking 
fund  which  can  be  used  by  the  amendment  of  an  ordinance.  Under 
the  charter  the  money  of  the  sinking  fund  has  to  be  invested,  under 
a  law  which  was  passed  in  1854,  either  in  Government  or  State  or 
city  bonds,  and  it  could  be  amended  and  under  proper  safeguards 
permit  part  of  that  money  to  be  loaned  under  bond  and  mortgage. 
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Mr.  Miller.  You  think  that  could  be  done  i^ithout  legislative 
action  ? 

Mr.  Doyle.  By  the  amendment  of  the  ordinance.  This  money, 
wrhich  is  held  there  for  the  benefit  of  the  holders  of  securities,  is  not 
really  city  money ;  I  mean  to  say  it  really  belongs  to  the  sinking  fund 
itself.  It  a  mortgage  bearing  5  per  cent  or  5^  per  cent  could  be  made 
just  as  good  as  any  State  or  Government  bond,  why,  there  isn't  any 
moral  reason  why  it  couldn't  be  done. 

Mr.  Miller.  How  is  that  money  invested  to-day? 

Mr.  Doyle.  In  city,  State,  or  municipal  bonds,  or  carried  on  bal- 
ance in  the  bank. 

Mr.  Miller.  Well,  how  much  is  available  of  that  fund  now  ? 

Mr.  Doyle.  The  chief  accountant  says  perhaps  $60,000,000  might 
be. 

Mr.  Miller.  That  would  require  the  city  to  sell  all  its  holdings  in 
bonds  and  other  securities  ? 

Mr.  Doyle.  Not  necessarily.  There  is  quite  a  large  amount  of 
money  on  deposit,  and  then  there  is  money  coming  in  all  the  time 
which  they  are  investing  all  the  time.  The  bad  effect  it  might  have 
would  be  that  it  might  make  a  smaller  market  for  city  securities, 
because  the  city  is  in  the  market  all  the  time  to  buy  its  own  securi- 
ties, but  that  in  our  opinion  is  better  for  the  city  to  go  into  than 
in  the  building  of  houses  itself. 

Mr.  Miller.  Has  the  city  ever  invested  its  sinking  tund  in  real 
estate  mortgages  before  ? 

Mr.  Doyle.  No  ;  the  city  has  invested  the  trust  funds  held  by  the 
chamberlain.    Those  can  be  invested  on  mortgages. 

Mr.  ^Miller.  And  they  have  done  that  ? 

Mr.  Doyle.  They  have  done  that.  The  result  was  not  very  satis- 
factory, because  it  wasn't  properly  done.  The  suggestion  has  been 
made  that  a  corporation  be  formed  with  men  of  higher  character 
down  the  street  and  the  heads  of  various  title  companies,  and  then 
the  sinking  fund  itself  be  made  a  corporation  for  the  purpose  of  in- 
vesting this  money  in  bond  and  mortgage,  probably  to  have  them 
guaranteed. 

Mr.  Miller.  Mr.  Doyle,  do  you  know  how  much  money  is  loaned 
on  bond  and  mortgage  in  the  city  of  New  York  each  year  ? 

Mr.  Doyle.  In  normal  times  ? 

Mr.  Miller.  Yes. 

Mr.  Doyle.  Well,  I  should  think,  I  don't  know  exactly  by  mem- 
ory, but  I  should  think  five  or  six  hundred  million  dollars. 

Mr.  Miller.  Do  you  know  the  total  amount  of  money  loaned  on 
bond  and  mortgage  in  the  city  of  New  York  to-day  ? 

Mr.  Doyle.  No  ;  I  don't,  to-day.  I  understand  Mr.  Parish  has 
been  getting  that  together. 

Mr.  MilSer.  It  probably  exceeds  five  or  six  billion  dollars.  My 
recollection  is  that  it  is  close  to  six.    I  had  the  figures  at  one  time. 

Mr.  t)oYLE.  Yes;  I  did,  too,  but  I  don't  think  it  was  as  much  as 
six  billions.  The  total  assessed  valuation  of  real  estate  in  the  city 
of  New  York  is  $8,500,000,000  or  thereabouts  and  the  probabilities 
are  that  a  great  deal  of  that  is  mortgaged  up  to  60  per  cent,  some 
even  more,  so  it  might  be  possible  that  there  would  be  $5,000,000,000, 
but  hardly  six. 
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Mr.  Miller.  You  think,  if  the  city  loaned  its  money  from  the  sink- 
ing fund,  it  would  be  helpful? 

Mr.  DoTLE.  Why,  it  is  only  something  that  might  be  done  in  an 
emergency. 

The  Chairman.  I  know  of  a  title  company  in  New  York  City 
which  was  overloaned,  that  to  clear  up  it  assigned  to  a  savings  bank  a 
number  of  splendid  mortgages  at  the  exact  rate  which  was  loaned 
and  guaranteed  the  payment. 

Mr.  Doyle.  Yes,  sir.  The  only  thing  we  thought  about  this  sink- 
ing fund  proposition  was  to  avoid  the  tremendous  pressure  that 
is  now  being  made  on  every  politician  in  the  city — ^the  mayor 
has  been  rather  favorable  to  it,  and  of  course  the  two  Eepublican 
members  of  the  board  of  estimate  have  openly  expressed  themselves 
in  favor  of  the  city  building  houses ;  and  you  know  what  they  would 
meaUj  our  experience  with  the  building  of  schoolhouses  and  the 
buildmg  of  municipal  buildings  and  all  that  sort  of  thing.  You 
know  the  only  result  would  be  a  very  additional  burden  on  the  tax- 
payer, and  the  city  couldn't  possibly  build  houses  as  cheaply  as  we 
do,  judging  by  past  experience,  for  eventually  the  cost  would  be  so 
high  that  nobody  could  live  in  the  building.  We  thought  even  lend- 
ing the  money  of  the  sinking  fund  would  be  better  than  that. 

The  Chairman.  Mr.  Doyle,  you  have  heard  two  diflferent  proposi- 
tions urged  upon  Congress,  one  of  exempting  the  income  on  mort- 
gages up  to  $40,000  when  the  mortgage  is  held  by  an  individual  and 
the  other  one  urged  by  Mr.  Stabler  that  all  mortgages  on  real  estate 
be  exempt  from  the  income  tax  on  mortgages  % 

Mr.  Doyle.  Well,  I  understand  that  the  $40,000  proposition  was 
merely  because  it  was  felt  that  they  couldn't  get  any  other  bill 
through.  I  am  in  favor  of  the  imlimited  exemption,  but  I  was  per- 
fectly willing  to  leave  it  to  you  and  Congress  to  determine  what 
kind  of  a  bill  to  pass. 

The  Chairman.  You  would  like  to  exempt  the  income  on  all  mort- 
gages? 

Mr.  Doyle.  Yes,  sir ;  but  to  take  whatever  bill  you  can  get  through. 

STATEMENT  OF  ME.  FKANE  MANN,  COMMISSIONEE  OF  THE  TENE- 
MENT HOUSE  DEFABTMENT,  NEW  YOKE  CITY. 

The  Chairman.  Mr.  Mann,  you  are  commissioner  of  tenements  in 
the  city  of  New  York? 

Mr.  Mann.  I  am. 

The  Chairman.  You  are  chairman  of  the  mayor's  housing  com- 
mittee ? 

Mr.  Mann.  I  am. 

The  Chairman.  Do  you  know  how  many  committees  there  are  in- 
quiring into  the  subject  of  city  or  State  housing? 

Mr.  Mann.  The  only  committees  that  I  know  of  are  the  governor's 
reconstruction  commission,  which  is  a  State  organization,  headed 
by  Judge  Abram  I.  Elkus,  and  then  the  mayor's  housing  conference 
committee,  of  which  I  am  the  chairman. 

The  Chairman.  Isn't  there  a  committee  headed  by  Senator  Lock- 
wood? 
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Mr.  Mann.  And  then  there  is  the  legislative  committee,  of  which 
Senator  Lockwood  is  the  chairman. 

The  Chairman.  Mr.  Mann,  the  committee  has  asked  you  to  come 
here  to-day  to  give  us  such  information  as  you  think  would  be  help- 
ful to  us  in  giving  to  Congress  an  accurate  presentation  of  the  need 
of  housing,  particularly  as  applied  to  the  city  of  New  York.  We 
know  that  you  have  gone  thoroughly  into  the  subject  and  felt  that 
perhaps  yOu  might  be  able  to  be  of  some  help  to  us  in  the  work  we 
are  trying  to  do. 

Mr.  Mann.  Well,  the  situation  in  the  city  of  New  York  is  quite 
obvious  so  far  as  the  shortage  of  housing  is  concerned.  Everybody 
knows  that  knows  anything  at  all  that  there  is  a  shortage  of  houses 
to  the  extent  of  approximately  100,000  apartments.  In  normal  years 
the  tenement  house  department  recorded  annually  the  construction 
of  28,000  apartments. 

The  Chairman.  For  the  whole  citv  ? 

Mr.  Mann.  Through  the  city.  That  was  augmented  by  approxi- 
mately 7,000  private  houses  and  two-family  houses  and  apartments 
in  apartment  hotels,  so-called  nonhousekeeping  apartments. 

During  the  last  four  years  the  average  construction,  so  far  as 
tenement  houses  is  concerned,  dwindled  down  to,  I  should  judge, 
about  4,000  per  annum.  At  the  present  time  there  are  under  con- 
struction approximately  300  tenement  houses.  There  are  under  con- 
struction approximately  12,000  one  and  two  family  houses.  So  that 
it  IS  quite  apparent  that  the  shortage  will  continue,  and  by  1921  we 
will  be  short  120,000  apartments. 

The  difficulty  seems  to  have  been  because  of  three  distinct  condi- 
tions: First,  tne  shortage  of  money;  that  is,  money  for  building 
investment  purposes,  mortgage  money,  and  money  to  build.  The 
shortage  was  due  to  the  timidity  of  capital,  because  of  the  high  cost 
of  construction,  which  made  capitalists  feel  that  in  due  time  a  defla- 
tion would  result  in  a  lesser  value.  They  were  apprehensive,  there- 
fore, when  they  loaned  their  money  to  give  as  little  in  lending,  to 
50  or  60  per  cent,  which  the  law  allowed.  For  instance,  savings 
banks,  trust  companies,  and  life  insurance  companies  and  truist  estates 
were  permitted  to  loan  up  to  60  per  cent.  At  the  present  time  they 
are  quite  imwilling  to  loan  60  per  cent  on  account  of  the  high  cost  of 
construction,  on  the  theory  that  in  a  number  of  years  a  recession  of 
the  cost  would  be  brought  about,  and  then  they  would  have  on  their 
hands  buildings  where  the  mortgage  might  amount  to  as  high  as  80 

r  cent.    The  second  element  was  the  shortage  of  building  material, 
e  third  is  the  shortage  of  labor  and  the  hien  cost  of  labor. 

All  of  these  three  elements  combined  militated  against  the  con- 
struction of  houses.  One  single  one  of  these  factors  might  be  fatal, 
but  when  the  three  of  them  are  combined,  why  it  is  quite  evident  that 
it  must  be  fatal. 

In  my  judgment,  there  is  only  one  way  to  bring  about  building 
construction.  Some  special  inducement  must  be  given  investment 
capital  when  you  consider  that  the  high  cost  of  building  to-day  neces- 
sitates increased  rentals,  and  that  these  new  buildings  must  compete 
with  the  eidsting  buildings.  Some  inducement  must  oe  offered  to  the 
nian  who  builds  to-day  in  order  to  meet  the  advantage  that  the  other 
fellow  has  that  own  an  existing  building. 
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That  can  be  done,  in  my  iudgment,  in  several  ways.  The  com- 
mittee in  its  report  suggested  that  first  of  all  we  ought  to  have  the 
exemption  of  the  income  tax  on  mortgages.  That  would  induce 
investors  to  come  into  the  mortgage  market.  The  mortgage  market 
is  being  drained  to-day  because  of  the  inducements  that  are  being 
offered  by  the  different  high-class  securities  that  are  offered  in  the 
open  market  at  high  rate  of  interest,  by  the  inducement  of  other  tax- 
exempt  securities  that  bring  a  high  rate  of  interest,  and  I  repeat  that 
in  order  to  enable  the  mortgage  money  to  come  oack  into  the  field 
and  at  the  same  time  prevent  draining  of  the  mortgage  market  to-day 
some  inducement  must  be  offered  to  capital  to  come  m. 

In  my  judgment,  that  will  not  be  enough,  because  to-day,  even  if 
mortgage  money  can  be  had,  it  can  only  be  had  at  a  high  rate  of  in- 
terest compared  to  the  rates  of  interest  that  were  charged  in  pre- 
war times.  You  could  get  all  the  mortgage  money  you  wanted 
prior  to  the  World  War  at  5  per  cent  interest  on  the  first  mortgage 
and  the  basis  of  60  per  cent  of  the  market  value.  To-day  you  can  not 
get  over  50  per  cent  of  the  cost  of  construction  plus  the  land. 

The  Chairman.  Difiiculty  in  getting  that  ? 

Mr.  Mann.  Yes;  and  the  difficulty  in  getting  that  is  due  to  the 
reasons  that  I  have  already  enumerated.  Another  remedy  that  the 
committee  proposed  in  order  to  meet  that  additional  handicap  and 
to  offer  an  additional  inducement  to  builders  to  come  in  is  to  exempt 
new  construction  for  a  limited  period  of  vears  from  local  taxation. 
The  theory  upon  which  that  was  advanced!  was  that  it  would  not  be 
a  discrimination  against  existing  houses  or  owners  of  existing  houses, 
because  they  are  already  enjoying  the  benefits  of  the  low  cost  oi 
construction  compared  to  the  high  cost  of  construction  that  the  new 
builder  must  compete  with.  The  city  can  lose  nothing,  because  if  you 
don't  offer  any  inducement  there  won't  be  any  building  and  the  city 
will  get  no  increased  revenue  from  taxes  on  improvements.  If  you 
offer  the  inducement,  the  city  will  eventually  be  the  beneficiary, 
because  at  the  expiration  of  the  limited  period  of  time  which  the 
committee  had  in  mind  the  city  gets  the  benefit  of  the  taxation  value. 

The  Chairman.  Did  you  limit  that  for  five  years? 

Mr.  Mann.  Well,  the  committee  specified  no  time.  It  was  the 
opinion  of  some  of  the  members  that  it  might  be  5 ;  others  thought 
it  might  be  8 ;  others  thought  it  might  be  10  years. 

The  Chairman.  Would  you  limit  it  to  dwelling  houses? 

Mr.  Mann.  To  dwelling  houses  of  not  less  than  six  families. 

The  Chairman.  You  wouldn't  give  that  to  the  one  and  two  family 
houses? 

Mr.  Mann.  No;  and  the  reason  for  that  is  that  the  famine  in 
housing  to-day  is  more  acute  for  the  class  of  houses  needed  for  the 
workmen.  The  average  workman,  in  the  judgment  of  the  committee, 
can  not  pay  more  than  $35  per  month  for  his  apartment.  The  cost 
of  construction  of  an  apartment  house  to-day,  when  you  consider  the 
improvements  that  are  demanded  and  the  general  conception  of  what 
an  apartment  house  ought  to  be,  make  imperative  a  rental  of  $15  to 
$20  a  room,  and  that  would  mean  for  a  five-room  apartment  $75  to 
$100,  and  the  average  workman  can  not  pay  that.  There  is  a  miscon- 
ception, too,  as  to  the  number  of  people  in  the  community  who  live 
in  the  so-called  improved  apartments.    The  average  conception  seems 
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to  be  that  everybody  wants  to  live  in  a  steam-heated  flat,  with  hot- 
water  supply  and  janitor  service.  Well,  the  fact  is,  so  rar  as  sta- 
tistics show,  that  approximately  90  per  cent  of  the  people  who  live 
in  tenement  houses  live  in  <;old- water  flats  and  only  about  10  per  cent 
live  in  steam-heated  apartments. 

The  Chaibman.  Mr.  Mann,  right  there;  is  it  possible  for  you  to 
tell  the  committee  how  many  new  law  tenements  have  been  built 
since  the  law  went  into  effect  in  1901  ? 

Mr.  Mann.  About  44,000. 

The  Chaibman.  About  how  many  families  were  accommodated? 

Mr.  Mann.  The  number  of  families  accommodated — there  are  a 
total  approximately  of  1,000,000  apartments  altogether. 

The  Chaibman.  Of  every  character? 

Mr.  Mann.  Of  every  character;  and  the  44,000  new  tenements,  I 
think  they  aggregate  about  44  per  cent  of  the  total. 

The  Chaibman.  I  thought  it  wasn't  as  ^reat  as  that? 

Mr.  Mann.  I  have  been  just  informed  that  I  am  mistaken,  that  it 
is  about  28  per  cent.  I  had  the  figures,  but  I  haven't  any  available 
data  with  me.    It  is  about  28  per  cent. 

The  Chaibman.  Of  course,  a  great  many  of  the  new  tenements  are 
really,  as  we  generally  term  them,  "  cold  water,"  having  hot  and  cold 
water,  but  having  no  heat. 

Mr.  Mann.  They  have  no  heat.  A  great  many  of  them  have  hot- 
water  supply  without  a  central  heating  system,  but  the  largest  por- 
tion of  them,  particularly  outside  of  the  Borough  of  Manhattan,  are 
what  we  term  cold-water  flats,  without  any  hot- water  supply. 

The  Chairman.  Built  under  the  new  law  ? 

Mr.  Mann.  Built  under  the  new  law. 

The  Chaibman.  I  see. 

Mr.  Mann.  I  had  in  mind  that  the  need  of  the  day  is  for  the 
workman's  apartment,  that  can  be  built  to  rent  for  about  $30  to  $35, 
an  apartment  of  five  rooms  and  bath.  My  experience  and  the  statistics 
of  the  department  show  that  there  have  been  thousands  of  such 
houses  built,  particularly  in  Brooklyn  and  in  Queens,  and  they  are 
the  most  successful  houses  that  have  been  built  under  the  tenement- 
house  law,  from  a  financial  point  of  view  and  from  a  low-rent  point 
of  view. 

The  Chaibman.  How  many  families  do  they  accommodate? 

Mr.  Mann.  They  accommodate  six  families,  each  house,  and  they 
have  five  rooms  and  bath. 

The  Chairman.  Hot  and  cold  water? 

Mr.  Mann.  Running  through  from  street  to  yard.  They  have  a 
coal  range  in  the  kitchen.  This  kitchen  coal  range  operates,  first, 
to  cook  the  meals  of  the  household,  and  while  they  are  cooking  the 
meal  they  are  heating  the  dining  room  and  the  kitchen  and  so  much 
of  the  bedrooms  as  they  may  want  to  heat,  and  at  the  same  time  they 
are  supplying  themselves  with  hot  water  through  a  hot-water  back 
in  the  range  and  a  boiler.  It  is  the  most  economical  system  that  I 
can  think  of. 

The  average  workman's  family  doesnt  live  in  the  entire  apartment 
during  the  day.  They  only  live  m  the  kitchen  and  in  the  dining  room, 
because  the  husband  is  out  to  work,  the  children  are  at  school,  it 
there  be  any,  and  the  housewife  confines  herself  to  the  Idtchen  and 


110  RECONSTBUCTION  AND  PRODUCTION. 

the  dining  room;  and  when  the  family  is  together  they  live  in  the 
dining  room  most  of  the  time,  and  the  only  tmie  they  need  the  rest 
of  the  apartment  is  to  sleep  at  night  in  the  bedroom ;  and  the  front 
room,  which  is  miiversally  called  their  parlor,  is  only  in  use  during 
times  when  the  grown  daughter  may  have  some  companv  or  when 
they  themselves  may  have  some  company,  and  then  they  have  a  gas 
range  by  which  they  can  heat  it  for  the  temporary  period,  for  the 
hour  or  two  or  three  that  they  remain  in  there. 

The  Chairman.  Mr.  Mann,  didn't  that  apartment  rent  for  less 
than  $35  ? 

Mr.  Mann.  That  apartment  originally  rented  for  $16  or  $17  or  $18, 
for  approximately  $3.30  a  room,  and  to-day  it  can  be  built — I  have 
the  information,  figures — that  to  be  built  to-day  it  must  rent  for 
approximately  $35  an  apartment,  which  corroborates  what  I  stated 
before,  that  the  high  cost  rather  militates  against  the  construction 
of  any  kind  of  tenement  house. 

Mr.  Miller.  At  $1,000  a  room,  roughly.  Commissioner,  about 
$5,000  for  the  apartment? 

Mr.  Mann.  About  $4,000  for  the  apartment. 

Mr.  Miller.  About  $800  a  room  ? 

Mr.  Mann.  Yes. 

The  Chairman.  That  would  be  $24,000  to  build  a  house? 

Mr.  Mann.  It  would  cost  approximately  between  $23,000  and 
$24,000  to  build  that  house,  including  the  land.  Those  houses  used 
to  sell  for  $11,000. 

The  Ckairman.  Six-family  house,  new? 

Mr.  Mann.  Yes.  They  were  constructed  and  sold  for  $11,000. 
There  were  800  of  them  built  by  one  company,  the  Mathews  Building 
Co.  They  built  800  of  them  m  Richmond  and  they  built  some  in 
Astoria  and  built  some  in  Long  Island  City,  and  all  of  them  have 
invariably  and  unifoimly  been  occupied  even  at  times  when  you 
could  get  plenty  of  places  elsewhere.  These  houses  were  invariably 
filled  up  because  of  the  low  cost  of  the  rental  compared  with  the 
maximum  amount  of  comforts  and  improvements  that  were  offered 
for  that  rental. 

The  Chairman.  Are  any  of  those  houses  being  built  now? 

Mr.  Mann.  There  aren't  any  being  built  now. 

The  Chairman.  Do  you  know  what  the  houses  built  5  or  6  or  10 
years  ago  are  being  sold  f o^  now  ? 

Mr.  Mann.  They  are  being  sold  for  $18,000,  $18,500,  as  much  as 
$20,000. 

The  Chairman.  I  have  been  through  houses  of  that  character,  an<J 
I  know  just  what  they  are. 

Mr.  Mann.  At  first,  when  the  tenement-house  law  was  more  or 
less  in  its  infancy,  there  was  a  question  as  to  whether  this  character 
of  house  really  complied  strictly  with  the  provisions  of  the  tenement- 
house  law,  and  I  at  the  time  was  deputy  commissioner  of  Brooklyn 
under  the  Gaynor  administration,  and  I  take  credit,  if  there  be  any 
credit  at  all,  as  being  the  man  that  made  it  possible  to  have  them 
erected,  because  there  was  opposition  on  account  of  one  section  of  the 
law  which  seemed  that  it  might  be  congjbrued  to  prevent  those  houses 
from  being  erected.  At  the  time  there  was  some  controversy  between 
the  commissioner  and  my^f  in  a  friendly  way  in  which  I  eventually 
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convinced  him  that  it  was  the  character  of  house  that  was  strictly  in 
compliance  with  the  intent  and  spirit  of  the  law  even  though  it 
wasn't  strictly  within  the  letter  of  it,  and  I  believe  Mayor  Gaynor  at 
the  time,  who  was  appealed  to,  said  he  thought  I  was  right. 

The  Chairman.  I  was  watching  the  situation  verv  closely,  because 
I  was  responsible  for  having  the  law  itself  changed  in  1903  so  as  to 
permit  that  kind  of  building  to  be  erected  at  all,  and  then  you  came 
along  and  interpreted  the  law  so  that  it  could  be  built. 

Mr.  Mann.  I  heard  Mr.  Doyle  say  imder  the  questioning  of  Sen- 
ator Calder  that  the  tenement-house  law  was  responsible — that  is, 
the  enactment  of  the  tenement-house  law  was  responsible — for  a 
cessation  of  building,  stopped  the  erection  of  tenement  houses.  Well, 
that  is  true,  or  rather  it  was  true,  because  in  the  first  two  or  three 
years  after  the  law  went  into  effect  hardly  any  tenement-house 
building  was  in  progress,  but  that  was  not  due  to  the  enactment  of 
the  law  so  much  as  it  was  to  the  misconception  of  the  builders  as  to 
the  effect  of  the  law.  They  were  under  the  impression  that  it  was  a 
hardship  to  build  under  that  law ;  that  the  cost  of  construction  was 
so  high  that  they  couldn't  profitably  be  built ;  but  after  several  years 
they  began  extensive  operations,  built  a  good  many  thousands  of 
tenement  houses,  and  to-day,  I  oelieve,  it  is  the  general  consensus 
of  opinion  that  the  tenement-house  law  does  not  operate  against 
building  constioiction  of  tenement  houses,  but  is  rather  a  good  thing 
and  was  in  the  interest  of  and  beneficial  to  the  community  at  large. 

It  should  be  borne  in  mind  in  that  connection  that  the  effect  of 
the  tenement-house  law  is  reflected  in  the  health  death-rate  statis- 
tics. There  was  a  time  when  the  death  rate  in  the  city  of  New  York 
was  exceedingly  high.  I  believe  at  one  time  it  was  28  in  a  thousand. 
To-day  it  is  11,  or  thereabouts^.  The  statistics  on  infectious  and  con- 
tagious diseases  show  a  similar  condition.  The  lofes  of  life  and 
the  loss  of  property  as  the  result  of  fire  shows  a  like  statistical  con- 
dition, and  I  contend  that  the  tenement-house  department  is  largely 
responsible  for  those  beneficial  statistics  that  we  have  to-day. 

I  want  to  give  due  credit,  and  all  the  credit,  to  the  department  of 
health.  The  department  of  health  is  entitled  to  it,  and  I  want  to 
say  that  the  tenement-house  department  was  as  much  responsible 
as  the  department  of  health  was  for  the  conditions  that  exist  to-day 
compared  to  what  they  were  prior  to  the  enactment  of  the  tenement- 
house  law. 

Mr.  Miller.  Correspondingly.  I  suppose,  you  will  notice  the  ef- 
fect of  the  restricted  supply  oi  housing  on  social  welfare.  Have 
you  noticed  anj^  statistics  yet,  or  any  instances  yet,  that  show  that 
specific  indication,  either  in  the  death  rate  or  health  conditions? 

Mr.  Mann.  No  ;  I  have  not  gone  into  that  so  as  to  be  able  to  give 
any  information  on  that  subject.  There  isn't  any  doubt  but  that  the 
shortage  of  housing  conditions  has  resulted  in  the  doubling  and 
trebling:  of  families  in  apartments  that  were  occupied  formerly  by 
one.  ^ow  there  are  as  many  as  two  or  three  families  occupying  one 
apartment. 

I  had  a  concrete  example  of  that  only  last  week,  when  I  made  a 
personal  inspection  of  a  house  up  on  Ninety-second  Street,  I  be- 
lieve it  was,  or  Ninety-seventh  Street — a  large  corner  house,  that 
'vvas  originally  erected  for  59  families,  and  it  nad  99  families  in  it. 
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Now,  those  conditions,  in  my  judgment,  do  not  make  for  the  moral 
uplift  or  the  improvement  of  the  morality  and  the  sanitary  condi- 
tions of  the  people,  and  it  will  eventually,  if  it  is  continued  long 
enough,  be  reflected  in  the  death  rate  and  in  the  infectious  and  con- 
tagious disease  rate  and  in  the  morals  of  the  people. 

Mr.  Miller.  Could  you  have  some  one  connected  with  your  staff 
look  into  the  figures  a  little  and  see  if  they  are  reflected  already? 

Mr.  Mann.  I  shall  be  glad  to  do  so. 

The  Chairman.  Mr.  Mann,  there  has  been  a  suggestion  made  that 
we  repeal  the  usury  law,  say,  for  three  or  four  or  five  years.  What 
do  you  think  of  that  ? 

Mr.  Mann.  I  don't  believe  it  would  be  wise  to  do  it.  I  believe 
the  interest  rate  is  high  enough  on  real  estate.  There  is  quite  a 
difference,  in  my  judgment,  between  moneys  used  for  ordinary  com- 
modities for  commercial  purposes  and  that  of  living  purposes — 
houses  for  living  purposes.  The  people  can  erect  commercial  build- 
ings, even  at  the  high  cost  to-day,  without  any  severe  strain  and  with- 
out any  danger  of  losing  anv  money  or  without  any  danger  of  mak- 
ing that  operation  marketable  or  profitable,  because  the  cost  is  passed 
up  immediately  to  the  public  in  the  article  or  commodity  which 
is  sold,  either  manufactured  or  dealt  with  on  the  premises.  That 
is  altogether  different  so  far  as  living  apartments  is  concerned. 
You  can  not  pass  up  the  high  cost  of  construction  to  the  working- 
man  in  increased  rents  to  such  an  extent  as  you  can  pass  it  up  m 
selling  to  him  clothing  or  food  or  other  commodities. 

The  average  workmgman  ought  not  to  pay  20  per  cent  of  his 
income  or  of  his  earnings  for  rent,  25  per  cent  at  the  outside,  and 
yet  if  the  rentals  increase  on  account  of  the  lack  of  housing,  and 
supply  and  demand  always  regulates  the  cost  of  everything,  even  in 
housing,  it  will  go  to  as  high  as  40  or  50  per  cent,  and  that  is  im- 
possible for  the  workman  to  pay. 

It  should  be  borne  in  mind,  if  you  will  pardon  me,  in  my  judg- 
ment and  the  judgment  of  the  committee  that  the  financial  inter- 
ests— by  that  I  mean  the  wealthy  people  of  the  commimity — that 
they  should  take  this  question  of  the  shortage  of  houses,  or  rather 
the  question  of  producing  houses,  that  they  should  take  this  up 
more  seriously,  because  it  is  a  social  economic  problem,  and  that 
social  economic  problem  will  have  its  effect  upon  the  wealthy 
people  in  the  enjoyment  of  their  own  wealth.  Discontent  and  unrest, 
if  it  continues  and  becomes  so  serious  and  so  severe,  may  result  iii 
even  the  wealthy  man  losing  a  great  part  of  the  enjoyment  of  his 
wealth,  and,  therefore,  I  contend  that  they  must  take  this  problem 
up  for  the  purpose  of  solving  it,  not  only  since  it  will  be  a  semi- 
philanthropic  scheme  to  help  the  city  and  help  the  people,  but  for 
the  purpose  of  saving  their  own  skin. 

I  take  it  also  that  manufacturers  and  employers  of  labor — or, 
pardon  me,  before  I  go  into  that,  these  wealthy  people,  as  I  say, 
should  not  consider  the  immediate  return  from  an  investment  point 
of  view  and  for  profit  when  they  take  this  problem  up  for  solution. 
They  should  consider  the  greater  benefits  and  greater  results,  better 
resiilts  that  will  accrue  to  them  by  the  contentment  and  stability  or 
rather  the  stability  and  the  contentment  of  the  laboring  people, 
and  when  I  say  stability  that  brings  about  contentment. 
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Manufacturers  and  employers  of  labor  should  consider  it  from  the 
point  of  view  that  their  investment  ought  not  only  to  be  in  their 
plant,  where  they  provide  the  place  in  which  the  laborer  can  do 
his  work,  but  thev  should  use  part  of  their  capital  for  the  housing  of 
that  laborer.  That  will  do  away  with  a  great  deal  of  waste.  It 
will  bring  greater  efficiency  to  the  employee — ^that  is.  to  the  employer 
by  reason  of  the  stability  and  contentment  of  the  laborer  that  works 
for  him,  because  the  more  frequent  the  turnover  in  labor  the  greater 
the  inefficiency  and  the  greater  the  waste,  and  if  you  will  permit 
me  to  show  you  any  manufacturing  plants  where  a  large  portion  of 
the  employees  own  their  own  homes,  then  I  will  show  you  a  place 
where  strikes  and  dissatisfaction  and  discontentment  is  very  rare. 

The  Chairman.  In  factory  commimities,  where  the  factory  owns 
the  houses  and  requires  people  to  live  in  them  and  buy  from 
their  stock,  but  where  the  men  themselves,  on  their  own  thrift  and 

fru^alitv,  buy  their  own  homes 

Mr.  Mann.  I  had  not  in  mind  any  paternalistic  or  philanthropic 
scheme,  but  I  had  in  mind  that  the  employer  should  use  part  of  his 
capital  m  investing  in  homes,  not  to  own  them  and  rent  them  to  the 
employee,  but  to  sell  them  to  the  employee  and  aid  him  in  owning  his 
own  home,  by  thrusting  his  hands  under  his  arms  and  giving  him 
a  lift. 

The  Chairman.  What  you  want  to  impress  upon  the  committee 
is  the  fact  that  this  iS(  not  your  job  jor  the  mayor's  job  or  our  job 
here,  but  it  is  the  job  of  the  man  of  affairs  and  wealth  to  help  in  this 
critical  hour  in  talring  care  of  the  situation. 

Mr.  Mann.  Exactly.  The  men  that  bulk  large  in  the  financial 
affairs,  the  men  in  Wall  Street  that  deal  in  millions  and  billions  of 
dollars'  worth  of  stock  during  the  month  and  the  year,  could  well 
afford,  for  the  protection  of  their  own  interest,  to  devote  part  of  their 
time  and  part  of  their  energy  and  part  of  their  finances,  their  monej^ 
to  solving  the  problem  of  tne  shortage  of  houses,  and  in  doing  so,  I 
will  repeat,  they  will  benefit  themselves  in  the  end. 

The  Chaikman.  Mr.  Stabler  made  the  statement  here  a  moment 
ago  that  the  men  of  large  wealth — he  cited  several  instances— he  gave 
i£at  of  the  Bfarshall  Pield  estate  to  show  that  they  realized  only  If 
per  cent  on  their  income  for  mortgage  investments  because  of  the 
large  taxes  and  mortgages. 

Mr.  Mann.  Well,  that  is  due  to  the  normal  tax  and  the  supertax 
and  the  increased  supertax,  as  the  income  increases,  and  that  brings 
me  back  a^ain  to  the  mortgage-money  field;  and,  in  my  judgment, 
the  time  will  come,  unless  something  is  done  to  aid  this  situation, 
the  time  will  come  when  there  will  be  no  money  to  loan  in  the  mort- 
gage-money market  except  such  institutions  as  are  exempt  from  the 
taxes— savmgs  banks  and  life  insurance  companies — well,  savings 
and  loan  and  building  associations. 

The  Chairman.  Mr.  Mann,  you  have  heard  the  two  different 
schemes  proposed,  that  we  exempt  the  income  on  all  mortgages  and 
the  other  that  we  exempt  them  up  to  $40,000  when  in  the  hands  of  an 
individual  owner.  Have  you  anything  to  express  as  to  which  one 
you  think  more  desirable  ? 

Mr.  Mann.  Well,  the  question  as  it  originally  arose,  I  think  1 
^^^^^  the  suggestion  at  one  of  the  first  conferences  that  was  held  on 
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the  housing  situation  in  the  board  of  estimate  chamber,  I  think  it 
was  over  a  year  ago,  when  I  suggested  that  only  mortgages  on  hous- 
ing should  Ibe  exempted.  At  nrst  it  was  pointed  out,  and  I  think 
properly  so,  that  if  that  were  done  there  would  be  an  immediate 
crisis  in  the  calling  in  of  existing  mortgages  on  other  houses  and  the 
failure  to  loan  money  on  the  (Efferent  commercial  construction  in 
order  to  get  all  their  money  in  on  housing  construction,  because  that 
would  be  exempt.  Whether  that  is  really  true  or  not  I  can  not  say. 
I  doubt  very  much  whether  it  would  have  the  effect  which  these  peo- 
ple who  pointed  it  out  to  me  had  in  mind.  I  don't  believe  that  we 
ought  to  exempt  mortgages  to  the  extent  on  any  limited  amount. 
I  think  the  mortgages  ought  to  be  exempted  from  the  income  tax 
totally,  and  I  note  that  the  Republican  platform,  the  New  York 
State  Republican  platform,  has  a  plank  to  the  effect  that  mortgage 
income  money  should  be  exempted  from  income. 

I  happened  to  appear  before  the  resolutions  committee  as  the 
chairman  of  the  mayor's  housing  committee  to  urge  the  Republican 
resolutions  committee  to  insert  some  plank  to  aid  the  housing  situa- 
tion, and  one  of  them  was  that  they  should  exempt  mortgages  from 
the  income  tax. 

I  appeared  before  the  Democratic  resolutions  committee  also  and 
asked  them  to  aid,  and  I  am  quite  sure  they  put  in  a  plank  that  went 
a  step  farther  to  aid  the  housmg  situation  by  the  formation  of  hous- 
ing boards  in  localities  througl^out  the  State  of  10,000  or  more  inhabi- 
tants and  also  to  lend  the  State's  aid  to  pass  a  constitutional  amend- 
ment so  that  moneys  might  become  available  by  the  State  for  the 
purpose  of  lending  it  out  at  a  low  rate  of  interest  to  aid  the  build- 
ers of  houses.  I  believe  they  also  have  a  plank  in  there  that  exempts 
mortgages  or  the  income  on  mortgages  on  housing  only.  They  limit 
it  to  housing  so  they  really  take  the  view  I  expressea  more  than  a 
year  ago  beiore  the  board  of  estimate. 

How  that  will  work  out  I  am  not  in  a  position  to  say.  I  don't  be- 
lieve it  is  going  to  work  out  so  badlv  if  it  were  really  enacted  be- 
cause people  will  find  that  there  aren't  so  many  houses  to  be  erected 
in  order  to  put  in  all  the  money  that  is  available  into  mortgages 
for  housing  alone,  and  I  doubt  whether  there  would  be  any  serious 
crisis  created  by  the  calling  of  any  existing  mortgages  to-day. 

The  proposal  to  create  a  housing  commission  or  housing  boards  in 
local  communities  might  have  been  taken  from  some  of  the  European 
countries.  In  Germany,  for  instance,  there  is  a  housing  commission. 
I  am  not  quite  sure  whether  these  housing  commissions  in  Germany 
are  local  boards  or  whether  it  is  a  State  roving  commission  that  is 
given  unlimited  power.  It  has  the  power  to  suspend  all  buUding 
ordinances  and  all  tenament  house  laws,  so  far  as  the  old  existing 
houses  are  concerned,  with  a  view  to  meeting  the  emergency  and  per- 
mitting the  alteration  into  livable  quarters  of  basements  and  attics 
and  such  character  of  buildings  that  ordinarily  would  not  be  per- 
mitted to  be  so  occupied  or  so  altered  under  the  building  code,  and 
tenement  house  laws,  but  for  emergency  purposes.  These  commis- 
sions are  empowered  to  suspend  any  of  the  stringent  provisions  of 

these  laws. 

The  Chairman.  I  am  sure  these  boards  will  be  helpful. 

Mr.  Mann.  I  think  they  might  be.  Such  a  board  would  be  help- 
ful, in  my  judgment,  in  the  city  of  New  York.    I  don't  want  to  say 
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that  I  proposed  it  but  it  was  proposed  by  the  real  estate  interests 
and  it  was  sanctioned  by  me,  and  a  bill  was  introduced  in  the  legis- 
lature of  the  last  year  giving  the  tenement  house  commissioner  the 
power  to  suspend  such  provisions  of  the  tenement  house  law  as  in 
ms  discretion,  so  far  as  the  alteration  of  existing  old  houses  were 
concerned,  that  is,  during  a  limited  period  of  time,  that  is,  during 
this  emergency.  The  power  that  was  given  under  that  bill  woula 
have  bee^venr  broad  It  might  have  been  limited  by  adding  a 
clause  that  under  no  circumstances  must  it  conflict  with  the  sanitary 
or  living  conditions  in  these  houses. 

There  are  a  great  many  one- family  houses  in  the  city  of  New  York 
that  are  being  converted  into  living  quarters  foif  alleged  nonhouse- 
keeping  apartments.  At  one  time  i  characterized  them  as  birth  con- 
trol apartments,  and  I  heard  the  other  day  that  somebody  called 
them  poodle-dog  flats. 

Well,  4Jiese  houses  were  formerly  occupiiad  by  one  family ;  they 
are  three  and  four  story  and  basement,  and  invariably  they  are  shal- 
low, two  or  three  rooms  deep  only,  and  the  bill  that  I  had  in  the 
legislature,  or  sanctioned  in  the  legislature,  would  have  permitted 
these  houses  to  be  brought  into  the  tenement-house  class  Dy  slight, 
inexpensive  alterations,  and  would  have  permitted  one  interior  room 
to  be  occupied  for  living  purposes,  provided  it  would  comply  with 
the  provisions  of  the  old-law  tenement  by  putting  in  big  alcoves  in 
the  windows  so  that  there  would  be  direct  light  and  ventilation  com- 
ing from  the  street  or  yard ;  and  yet  one  ox  the  tenement-house  re- 
form committee  strenuously  opposed  it  upon  the  ground  that  we  were 
creating  insanitary  and  terrible  conditions  by  bringing  back  the 
interior  room— dark  room,  as  they  termed  it — and  tnis  particular 
room  under  no  circumstances  was  a  dark  room — and  they  insisted 
that  the  safety  of  the  occupants — and  you  must  bear  in  mind  that 
only  four  families  would  have  occupied  a  house  of  that  kind,  one 
family  on  a  floor — they  said  that  the  safety  of  these  occupants  must 
be  saieguarded  in  case  of  fire  and  that  therefore  the  walls  that  sep- 
arate the  apartments  from  the  stair  hall  must  be  of  brick  or  terra- 
cotta block,  and  the  stair  holes  made  relatively  fireproof.     That 
meant  the  entire  reconstruction  of  the  house  and  made  it  prohibitive. 
The  result  of  the  opposition  was  that  the  bill  was  not  enacted  into 
law;  it  didn't  come  out  of  committee,  but  another  effect  of  it  was 
that  the  very  things  that  they  protested  against  or  conjured  up  to 
the  committee  that  would  happen  is  now  nappening  in  an  aggra- 
vated form  because,  instead  of  putting  four  families,  one  on  a  floor, 
in  these  houses,  they  are  occupied  now  by  8  and  10  and  12  families 
in  the  house,  without  any  fire  escapes  and  with  all  the  interior 
rooms  that  thev  cried  about,  and  they  call  them  bachelor  apart- 
ments and  nonhousekeeping  apartments,  and  yet  in  90  per  cent  of 
them  or  99  per  cent  of  themp  they  surreptitiously  put  in  cooking  ar- 
rangements, by  gas  connection  m  the  closets,  show  on  their  build- 
ing plan  which  is  submitted  to  the  superintendent  of  buildings  in 
the  various  boroughs,  and  he  passes  these  plans,  gives  them  the 
permit  upon  the  ground  that  they  do  not  show  any  cooking  in  the 
premises  and  show  no  arrangements  for  cooking,  and  yet  they  have 
a  little  closet  which  is  ostensibly  intended  as  a  clothing  closet,  or 
for  any  other  purpose  which  is  not  necessarily  specified,  and  in  some 
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instances  they  have  the  gas  pipes  and  the  gas  mains  run  right  up 
into  these  closets,  and  when  the  building  superintendent's  atten- 
tion is  called  to  it,  in  those  cases  in  which  it  is  called  to  his  atten- 
tion he  makes  them  take  it  out,  but  the  minute  a  certificate  is  issued 
that  the  house  is  completed,  in  go  these  pipes  anyhow,  surreptitiously 
put  in,  and  the  merry  cooking  goes  on  just  the  same. 

Personally,  I  have  no  particular  objection  to  this  arrangement  for 
cooking,  but  why  camouflage?  Why  say  they  are  illegal?  Why 
not  put  them  imder  the  tenement-house  department  and  let  the 
tenement-house  department  have  jurisdiction  over  them  so  that  they 
at  least  could  be  subjected  to  the  inspection  of  the  tenement-house 
department  regarding  the  upkeep  of  sanitary  conditions  and  clean- 
liness and  safety  provisions  and  regarding  fire  insurance  in  case 
of  fire. 

There  are  a  lot  of  things  I  have  in  mind,  but  I  don't  want  to  keep 
the  committee.  It  must,  not  be  forgotten  that  one  of  the  other  rea- 
sons why  it  is  difficult  to  build  to-day — ^it  might  be  of  interest  to 
this  committee — ^is  that  a  builder  to-day  needs  from  six  to  ten  times 
the  capital  that  he  needed  before.  Heretofore  he  could  get  his  mort- 
gage money  on  the  basis  of  6  per  cent ;  he  could  probably  get  a  sec- 
ond mortgage  without  much  difficulty  to  complete  his  building;  he 
could  get  credit  from  the  material  man  almost  to  the  point  where 
he  wouldn't  have  to  pay  for  his  material  until  the  house  was  one-half 
or  three-quarters  or  almost  fully  completed.  Those  times  are  gone 
by  and  the  builder  to-day  is  obliged  practically  to  pay  cash  ana  the 
material  man  gives  no  credit  of  any  consequence. 

The  Chairman.  So  that  limits  the  number  of  men  engaged  in  the 
industry  ? 

Mr.  Mann.  True,  to  the  advantage  of  building  in  a  great  many 
instances,  because  the  shoestring  buuder  is  eliminated. 

The  Chairman.  Mr.  Mann,  what  proportion  of  the  tenement-house 
building  in  New  York  City  has  been  done  by  the  builder  for  the 
market,  where  the  speculator  builds  the  tenement  house  usually? 

Mr.  Mann.  I  should  judge  98  per  cent  of  them;  in  fact,  this  en- 
tire city  of  New  York  was  built  up  by  the  speculative  builder. 

The  Chairman.  The  man  who  nad  the  courage  to  go  ahead  and 
take  the  risk  ? 

Mr.  Mann.  Yes;  very  few  houses  in  this  city  have  been  built  by 
the  individual  merely  because  he  wanted  to  build  his  own  house  or 
to  invest  in  building  for  investment  purposes.  It  was  built  by  the 
speculative  builder  who  took  the  chance  to  erect  a  row  of  houses 
and  then  took  his  chances  on  selling  them  in  the  open  market. 

And  yet  I  say  it  can  be  done  to-day  if  money  can  be  had — 
that  is,  if  the  people  who  have  the  finances,  the  wealthy  people, 
will  come  in  and  aid  and  help  and  use  part  of  their  wealth  for 
the  purpose  of  building  houses.  I  venture  the  statement  that  1,000 
six-family  houses  of  the  type  which  I  have  heretofore  described  as 
being  the  kind  that  is  most  conducive  of  the  good-living  conditions 
of  the  workman  at  a  low  rental^  that  1,000  of  such  houses  would 
be  undertaken  to  be  built  at  once  if  the  money  were  supplied.  Land 
is  available  and  plenty. 

The  Chairman.  And  reasonable,  too. 
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Mr.  Mann.  At  reasonable  prices,  and  provided,  furthermore,  that 
inducements  in  the  form  or  these  indirect  subsidies,  such  as  the 
exemption  of  income  from  mortgages,  and  the  exemption  from  local 
taxes  of  the  new  construction  for  a  limited  period  of  time,  and  also 
the  curtailment  of — ^perhaps  that  was  forgotten — the  curtailment  of 
nonessential  construction  is  taken  in  hand.  There  is  to-day  $25,000,000 
worth  of  theaters  projected  in  the  city  of  New  York,  and  there  are 
numerous  loft  buifdings  and  factory  buildings  and  garages  aggre- 
gating  millions  of  dollars,  all  of  which  tend  to  Imut  the  building 
material,  and  limit  the  labor  to  the  housing  situation,  because 
it  is  taken  away^  it  becomes  higher  and  higher  by  reason  of  the 
greater  opportumties  that  are  offered  bv  the  builders  of  these  com- 
mercial enterprises,  and  that  brings  me  back  to  what  I  said  before — 
they  can  afford  to  pay  the  higher  prices  and  the  higher  cost  of  con- 
struction since  it  is  immediately  passed  up  to  the  puolic. 

The  Chairman.  Thank  you,  Mr.  Mann.  Mr.  Dodge,  you  represent 
the  Merchants'  Association  ? 


STATEMENT  OF  MB.  MABTIN  H.  DODOE,  SECBETABY  SPECIAL 
COMMITTEE  ON  HOUSING,  MEBCHANTS'  ASSOCIATION. 

Mr.  Dodge.  Yes,  sir.  I  didn't  expect.  Senator,  to  appear  before 
the  committee,  but  in  view  of  the  fact  that  this  question  of  the 
exemption  of  mortgages  has  become  so  prominent  in  the  discussion 
this  afternoon,  I  tnought  it  might  be  valuable  to  the  committee 
te  have  on  file  a  copy  or  the  argument  prepared  by  our  special  com- 
mittee on  the  subject  of  mortgage  exemption.  About  14  or  15 
months  ago  the  Merchants'  Association,  which,  as  you  know,  is 
composed  of  about  6,600  leading  New  York  business  men  and  manu- 
facturers, thought  the  housing  situation  of  sufficient  seriousness  to 
warrant  the  appointment  of  a  special  committee,  and,  consequently, 
that  committee  was  appointed  and  was  composed  of  representative 
builders,  real  estate  owners,  real  estate  operators,  a  representative 
from  one  of  the  largest  life  insurance  companies,  and  one  of  the 
largest  title  and  guaranty  companies,  so  that  the  various  elements 
represented  in  the  building  business  were  fairly  represented  on  this 
committee,  and  after  careful  deliberation  the  committee  decided  that 
although  the  cost  of  materials,  the  scarcity  of  labor,  the  difficulty 
of  getting  adequate  service  from  labor,  and  various  other  things 
were  very  important  causes  deterring  further  building,  the  most 
important  thing  was  the  securing  of  more  money  for  nouses — for 
building  purposes. 

Since  the  enactment  of  the  Federal  income  tax  the  investigation  of 
this  committee  shows  that  there  has  been  a  gradual  falling  ofTof  trade 
in  the  mortgage  market,  as  it  were,  until  there  has  become  a  marked 
liquidation  of  mortgage  holdings,  and  the  evidence  which  Mr.  Stabler 
and  the  others  have  given  this  afternoon  of  a  statistical  nature  is 
sufficient  to  indicate  what  the  situation  is  there.  This  report  that 
the  committee  prepared  does  not  deal  so  much  with  those  statistics  as 
it  does  with  the  general  condition  surrounding  the  building  situation 
to-day  and  the  prime  necessity  of  getting  more  money  in  the  mort- 
gage market,  so  I  guess  my  only  purpose  would  be  to  file  this  with 
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the  committee,  as  it  presents  in  definite  form  the  argument  in  favor 
of  the  exemption  of  mortgages  up  to  $40,000  by  any  individual* 
The  reason  for  limiting  it  to  $40,000  was  not  that  total  exemption 
would  not  be  desirable,  but  that  it  probably  would  be  very  difficult  to 
secure  in  vicJw  of  the  action  at  Aloany  and  Washington  during  the 
last  spring  on  bills  proposing  only  the  $40,000  exemption.  I  should 
think  that  would  be  the  more  expedient  proposition,  although  not 
necessarily  the  more  desirable. 

The  Chairman.  You  would  like  to  have  this  brief  incorporated  in 
the  record? 

Mr.  Dodge.  Yes,  sir. 

The  Chairman.  That  will  be  done. 

(The  paper  fererred  to  by  Mr.  Dodge  is  here  printed  in  full,  as 
follows :) 

It  Is  needless  to  emphasize  the  present  very  stringent  housing  shortage  not 
only  in  New  York  City  but  throughout  the  country.  Three  hundred  thousand 
people  in  New  York  City  alone  are  without  adequate  quarters.  The  number  in 
Chicago  is  proportionately  as  great.  Throughout  the  country  there  are  4,000,000 
people  who  urgently  need  better  housing  faciUties.  Rents  have  Increased  25  to 
100  per  cent,  and  millions  of  dollars  are  being  needlessly  spent  to  meet  exces- 
sive increases.  The  shortage  is  so  serious  that  it  threatens  the  health  of  the 
people  and  the  industrial  efficiency,  peace  and  prosperity  of  the  country.  Since- 
the  situation  grows  worse  from  day  to  day,  living  quarters  become  scarcer, 
while  rents  mount  higher  and  higher,  there  can  be  no  doubt  but  that  an  imme- 
diate solution  of  this  problem  is  necessary. 

The  housing  shortage  is  due  to  various  causes,  more  or  less  potent  at  the 
present  time.  But  the  most  important  cause — the  one  which  more  than  any 
other  affects  the  solution  of  the  present  problem,  and  which,  therefore,  must 
have  prime  attention — is  simply  the  lack  of  money  for  building  purposes. 
Without  sufficient  funds  building  operations  obviously  can  not  go  forward. 

Previously,  monfey  for  building  purposes  has  come  almost  entirely  from  real 
estate  mortgage  loans.  This  has  been  the  source  of  at  least  80  per  cent  of  the 
capital  now  invested  in  construction.  It  is  the  source  upon  which  buildera 
have  come  to  rely  for  their  funds.  For  several  years,  however,  this  source  of 
capital  has  tended  constantly  to  dry  up.  The  situation  has  become  such'  that 
at  the  present  time  people  are  not  only  not  investing  their  capital  in  real  estate 
mortgages  but  those  holding  mortgages  are  liquidating  them  as  rapidly  as  possi- 
ble and  deserting  the  mortgage  market. 

"Under  present  conditions,"  states  a  prominent  building  trade  journal^ 
"  it  is  easier  to  obtain  money  for  speculative  purposes  than  It  is  to  finance 
buildings." 

The  reason  for  this  is  plain.  Real  estate  mortgages  to-day  are  not  sufficiently 
attractive  for  investors.  Except  in  a  few  western  States,  they  yield  only  5, 
51,  or  at  the  most  6  per  cent,  which  is  the  legal  limit.  State  and  Federal 
income  taxes  reduce  this  amount  in  many  cases  to  3  or  even  2  per  cent.  Thls^ 
return  clearly  is  not  sufficient  to  hold  these  investments  against  the  competi- 
tion of  tax-exempt  Liberty  bonds,  State  or  municipal  bonds,  or  many  otlier 
gilt-edge  securities,  to  say  nothing  of  attracting  new  capital  into  this  field. 

To  secure  new  funds  for  building  purposes  is  obviously  necessary  if  construc- 
tion work  is  to  proceed.  Savings  banks  and  insurance  companies,  which  now 
enjoy  the  privilege  of  investing  their  funds  in  tax-exempt  mortgages,  are  not 
able  to  supply  all  the  necessary  funds.  At  the  most,  they  have  insufficient 
funds  available  at  any  time  to  assist  materially  in  taking  up  new  mortgages. 
Neither  will  the  proposed  Federal  home  loan  banks  be  able  to  furnish  the  nec- 
essary capital.  These  banks,  if  established,  could  not  possibly  be  organized 
in  time  to  be  of  assistance  in  the  present  emergency;  besides,  they  would  be 
primarily  concerned  with  home  ownership  rather  than  the  furnishing  of  general 
housing  facilities,  and  could  be  of  little  assistance  in  solving  the  housing  prob- 
lem, particularly  in  the  larger  cities  where  the  need  Is  greatest. 

The  only  way  to  secure  money  for  building  purposes  is  by  making  real  estate 
mortgages  more  attractive.  Real  estate  mortgages  are  safe  and,  ordinarily^ 
very  popular  investments.  They  have  been  the  source  of  the  bulk  of  buildlng^ 
money  in  the  past.  As  long  as  they  yield  even  a  fair  rate  as  compared  with 
other  securities,  they  are  quickly  bought  up  by  the  investing  public.  A  slight 
relative  Increase  in  the  rate  means  a  considerable  increase  In  the  activity  of 
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the  mortgage  market.    Real  estate  mortgages  are,  therefore,  the  logical  and 
oataral  source  of  building  money. 

The  only  practical  way  of  making  real  estate  mortgages  more  attractive  is 
by  exempting  their  income  from  the  application  of  the  income  tax.  The  legal 
Interest  rate  can  not  be  raised  without  special  legislation  in  each  of  the  48 
States,  which  is  Impracticable.  The  exemptions  enjoyed  by  competing  Federal 
Govemment  securities  can  not  be  removed  without  disturbing  capital  invest- 
meots  aggregating  billions  of  dollars,  and  perhaps  precipitating  a  financial 
panic;  and  the  Federal  Government  has  no  Jurisdiction  over  State  and  local 
government  securities.  On  the  other  hand,  incomes  from  mortgages  can  be 
exempted  from  the  income  tax  by  the  passage  of  a  single  Federal  law.  The 
exemption  would  mean  a  net  increase  of  1  to  2  per  cent  in  the  return  on  a  large 
portion  of  the  mortgages  and  would  result  in  a  considerable  stimulation  of  the 
mortgage  market  The  method  is  simple  and  effective;  It  would  bring  imme- 
diate results. 

There  is  ample  justification  for  Government  action  in  exempting  the  income 
from  real  estate  mortgages  from  the  income  tax.  In  the  first  place,  the  housing 
shortage  is  so  universal  and  the  need  for  relief  so  imperative  that  the  problem 
Is  of  public  and  national  importance.  It  deserves  governmental  attention.  In 
the  second  place,  *the  shortage  is  in  part  due  to  governmental  curtailment  of 
construction  during  the  war.  It  surely  is  not  unreasonable  to  propose  that  for 
what  the  Crovemment  has  been  responsible  it  should  seek  a  remedy.  Finally, 
precedent  for  the  exemption  of  certain  securities  from  taxation  exists  In  the 
general  policy  of  the  Government  in  reference  to  all  Liberty  loan,  War  Finance 
Corporation  securities,  and  more  particularly  the  securities  of  the  Federal  farm- 
loan  bank.  When  previously  there  has  been  a  public  necessity  for  funds,  the 
Government  lias  not  hesitated  to  make  the  investment  sufficiently  attractive  by 
tax  exemption  to  bring  forth  the  necessary  capital. 

It  is  plain,  however,  that  in  the  case  of  mortgage  holdings  the  tax  exemption 
should  not  be  allowed  without  limitation  to  any  one  individual ;  otherwise  this 
exemption  would  assist  the  wealthy  in  avoiding  taxation  by  transfer  of  invest- 
ments into  real  estate  mortgages.  It  is  believed,  furthermore,  that  a  great 
demand  for  real  estate  mortgages  can  be  created  by  appealing  to  the  small 
investor.  For  these  reasons,  it  appears  best  that  the  exemption  apply  to  a 
single  mortgage  or  an  aggregate  of  small  mortgages  totaling  not  more  than 
140,000  owned  by  any  individual.  Although  the  limit  of  $40,000  is  somewhat 
arbitrary,  it  Is  approximately  correct,  for  it  seems  that  by  setting  the  limit  at 
this  figure  the  amount  of  taxes  which  the  wealthy  would  avoid  would  be  imma- 
terial, whereas  an  appeal  would  be  made  to  a  sufiSclent  number  of  small  In- 
vestors to  meet  the  demand  for  mortgage  money. 

There  are  no  valid  objections  against  the  exemption  of  mortgage  Incomes 
from  the  income  tax.  It  has  been  said  that  the  proposed  exemption  will  very 
seriously  impair  the  Federal  revenue.  But  It  is  clear  that  Government  revenue 
from  income  taxes  depends  upon  the  activity  of  business  operations  which  will 
produce  profit,  and  with  little  such  activity  there  can  be  little  revenue.  The 
stagnation  of  the  building  Industry  has  a  very  Important  effect  in  decreasing 
income  and  excess-profits  taxes,  as  well  as  many  other  forms  of  taxes,  because 
with  the  building  industry  in  its  present  state  the  thousands  of  business  con- 
cerns and  the  hundreds  of  thousands  of  workers  engaged  directly  and  indi- 
rectly in  building  operations  are  not  the  fertile  sources  for  taxes  that  they 
otherwise  would  be.  The  effect  of  the  stimulation  of  the  building  Industry 
would  be  felt  by  manufacturers  of  all  sorts  of  materials  used  In  the  construc- 
tlwi  and  operation  of  houses  as  well  as  by  the  manufacturers  of  raw  materials 
whichk  are  used  in  the  construction  of  those  products,  going  back  as  far  as  the 
forests  and  the  mines  and  Including  transportation  systems  and  mercantile 
interests. 

An  illustration  will  further  demonstrate  the  fact  that  the  Government  would 
l)e  the  gainer  rather  than  the  loser  by  the  application  of  the  exemption  plan. 

Suppose  an  operator  Intends  to  build  100  houses  at  a  cost  of  $5,000  each, 
a  total  building  cost  of  $500,000.  They  are  to  be  erected  on  land  owned  by 
him  worth  $250,000.  He  will  furnish  the  land  and  $100,000  capital  and  must 
borrow  $400,000, 'divided  into  100  mortgages  of  $4,000  each.  This  money  will 
be  famished  by  from  10  to  100  individuals.  For  the  purpose  of  the  illustra- 
tion, let  us  assume  that  it  will  be  furnished  by  20  Individuals,  taking  $20,000 
each  upon  which  the  income  would  be  5  per  cent,  or  $1,000.  The  Government 
would  thus  collect  a  tax  upon  twenty  $1,000  Incomes.    All  this  Is,  of  course, 
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based  ol  the  assumption  that  the  mortgages  could  be  placed,  which  to-day  Is 
not  the  ease. 

On  the  other  hand,  if  the  tax  on  these  mortgages  were  removed,  the  money 
would  be  readily  secured  and  the  operation  would  proceed.  On  completion,  the 
operator  would  sell  the  houses  at  a  profit  of  $500  each,  a  total  of  $50,000,  which 
would  accrue  to  one  individual  and  be  subject  to  both  the  normal  tax  and  sur- 
taxes. Thus  the  Government  would  collect,  in  one  year,  taxes  equal  in  amount 
to  at  least  five  years*  Income  from  mortgages. 

Closely  related  to  the  above  objection  is  the  one  that  the  exemption  of  real 
estate  mortgages  from  taxation  will  have  the  effect  of  burdening  other  securities 
with  Increased  taxes  to  make  up  the  deficit.  This  is  based  on  the  assumption 
that  there  will  be  a  deficit,  which,  as  has  Just  been  demonstrated,  will  not  be 
the  case.  »  The  return  from  the  resumption  of  building  operations  with  the 
creation  of  new  wealth  and  Income  wUl  more  than  offset  any  decrease  in  the 
return  from  mortgages.  Likewise  there  need  be  no  additional  direct  taxes  on 
real  estate  for*  the  Increase  In  the  value  of  real  estate  as  a  result  of  building 
operations  will  furnish  an  increasing  Income  from  this  source. 

Another  question  which  has  arisen  Is  this:  Why  should  not  this  exemption 
from  taxation  apply  only  to  new  construction,  Inasmuch  as  funds  are  needed  for 
new  construction  rather  than  for  Investment  In  buildings  .already  erected? 
The  obvious  answer  Is  that  the  real  estate  mortgage  market  Is  Indivisible  and 
must  be  treated  as  a  unit.  If  money  is  brought  into  the  mortgage  market,  new 
mortgages  will  automatically  be  taken  up ;  but  If  the  market  for  new  mortgages 
only  is  stimulated,  the  advantages  received  will  be  largely,  If  not  entirely, 
offset  by  the  calling  In  of  all  mortgages. 

To  be  more  specific,  If  the  elimination  of  taxes  Is  confined  to  new  mortgages, 
the  liquidation  of  old  mortgages  will  not  only  continue  but  Increase,  with  the 
result  that  the  mortgage  market  will  be  called  upon  to  place  a  great  volume 
of  old  mortgages  with  new  Investors.  It  Is  Inconceivable  that  property  owners 
who  are  having  difficulty  in  replacing  old  mortgages  will  be  desirous,  or  able, 
to  finance  the  equity  on  new  construction.  Furthermore,  a  decided  and  disas- 
trous slump  in  the  value  of  existing  buildings  will  undoubtedly  follow. 

Finally,  It  is  objected  that  exemption  from  the  Income  tax  Is  wrong  in 
principle.  Even  If  this  were  true.  It  is  also  true  that  Congress,  which  made  the 
income-tax  laws,  has  established  the  principle  of  exemption  and  applied  It  not 
only  to  the  Income  from  securities  of  a  strictly  governmental  character,  but  also 
to  Income  from  securities,  such  as  those  of  the  Federal  farm  loan  bank,  which 
partake  no  more  of  a  governmental  character  than  those  employed  in  connec- 
tion with  building  necessary  housing  accommodations.  For  this  reason  we  are 
confronted  not  with  a  theory,  but  with  a  condition ;  and  so  long  as  It  can  not 
be  shown  that  hardship  or  other  detrimental  results  would  follow  the  application 
of  the  proposed  plan,  and  it  can  be  shown  that  in  all  probability  very  definite 
and  general  benefits  would  accrue,  there  can  be  little  force  to  the  contention 
that  the  scheme  should  be  abandoned  because  It  Is  wrong  In  theory,  although 
It  has  ample  precedent  in  practice. 

Although  the  positive  benefits  which  would  ensue  from  the  application  of  the 
proposed  exemption  are  obvious  and  apparent,  they  are  too  Important  not  to  be 
stated.  The  resumption  and  quickening  of  the  building  Industry,  which  would 
follow  the  application  of  this  plan,  would,  of  course,  be  of  great  value  and 
profit  to  all  those  engaged  directly  In  the  building  trades,  as  well  as  in  the 
many  subsidiary  lines  necessary  to  building.  And  It  should  not  be  forgotten 
that  the  ramifications  of  this  Industry  are  so  great  and  numerous  that  the 
benefits  of  Its  revival  would  be  felt  in  every  quarter.  The  actual  engagement 
of  hundreds  of  millions  of  capital  in  a  needful  occupation  employing  hundreds 
of  thousands  of  workers  Is  a  benefit,  the  value  of  which  can  scarcely  be  over- 
estimated. 

From  the  public  standpoint  the  gain  is  likewise  immeasurable.  Quite  apart 
from  the  relief  which  would  be  furnished  from  the  distress  and  dangers  to 
health,  morals,  and  efficiency  of  inadequate  shelter,  there  must  be  considered 
also  the  great  gain  of  a  purely  financial  character.  It  is  estimated  that  nearly 
one-half  of  the  enormous  rent  increases  which  have  taken  place  during  the 
last  three  or  four  years  have  been  due,  not  to  increased  cost- of  construction 
and  operation,  but  simply  to  increased  demand.  Likewise,  the  cases  of  rent 
profiteering,  although  much  less  frequent  than  newspaper  reports  would  lead 
the  public  to  believe,  have  been  possible  solely  as  a  result  of  the  excesgdve 
demand.    The  extra  rents  which  have  thus  been  paid  throughout  the  country 
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aggr^ate  hundreds  of  millions  of  dollars.  It  is  clear  that  an  adequate  supply 
of  housing  facilities  would  save  the  public  a  large  part  of  this  extra  expense. 

More  specifically,  the  proposed  exemption  would  greatly  stimulate  the  provi- 
sion of  houses  for  people  of  moderate  means.  Houses  are  not  being  built  for 
these  pe<^le  now  not  only  because  of  the  embarrassment  of  the  speculative 
builders  in  financing  the  original  project  but  also  because  the  people  of  moderate 
means  are  not  able  to  buy  the  houses.  This  inability  arises  from  the  fact  that 
because  of  the  present  scarcity  of  money  in  the  mortgage  market  they  can  not 
get  large  enough  loans  on  property  to  finance  the  equity.  Previously  75  or  80 
per  c«it  of  the  value  of  the  property  might  be  left  on  mortgage.  Now  50  per 
cent  is  about  the  maximum.  This  necessitates  so  large  an  outlay  of  cash'  that 
these  people  can  not  buy  at  all.  The  same  situation  prevents  the  prospective 
builder  from  buflding  for  himself.  Thus  the  improvement  of  the  mortgage 
market,  permitting  these  people  to  secure  the  necessary  additional  capital, 
would  not  only  encourage  home  building  for  a  large  class  but  also  home 
ownership. 

It  should  not  be  forgotten,  also,  that  the  provision  of  more  adequate  housing 
racllities  in  the  immediate  future  will  be  very  timely  in  view  of  the  prospect 
of  an  even  greater  need  for  such  facilities.  This  need  will  arise  with  the  early 
resumpton  of  the  flow  of  European  immigrants  to  this  country  which  is  now 
generally  predicted.  With  the  tremendous  industrial  expansion  which  is  now 
taking  place,  the  need  for  this  immigrant  labor  is  apparent.  But  to  admit  it 
carries  a  certain  obligation  to  make  adequate  provision  for  it.  Proper  housing 
Is,  of  course,  one  of  the  first  essentials.  Proper  housing  also  will  make  this 
labor  a  great  asset  to  Industry  and  to  the  country.  It  Is,  therefore,  not  only  our 
duty  but  our  gain  to  provide  such  housing  facilities  as  will  enable  these  people 
to  maintain  their  health  and  efficiency  and  assimilate  themselves  quickly  with 
our  population. 

In  conclusion,  the  seriousness  and  urgency  of  the  need  for  relief  from  the 
housing  shortage  is  shown  by  the  actual  situation  in  regard  to  building  con- 
struction. At  a  time  when,  owing  to  the  suspension  of  building  operations  dur- 
ing the  war  housing  construction  should  be  proceeding  at  a  rate  many  times 
normal,  it  is  in  reality  far  below  normal.  Even  the  construction  work  which 
is  now  going  on  Is  not  directed  primarily  to  furnishing  more  adequate  general 
housing  facilities,  but  rather  to  supplying  more  factories  and  commercial  estab- 
lishments, hotels,  and  high-class  dwellings  and  apartments.  The  construc- 
tion of  small  homes  for  people  of  small  means  most  in  need  of  relief  is 
negligible. 

On  the  other  hand.  It  is  in  this  field  that  the  proposed  mortgage  exemption 
will  have  its  most  salutary  effect  It  will  especially  stimulate  the  construction 
of  small  homes.  It  will  also  bring  the  small  investor  back  into  the  mortgage 
market  and  away  from  speculative  ventures,  which  is  good  statesmanship. 
The  plan  is  practical,  effective,  and  capable  of  immediate  application.  It  per- 
mits the  quickest  and  most  desirable  solution  of  one  of  our  gravest  national 
problems.  It  deserves  the  whole-hearted  support  of  everyone  interested  iu 
providing  for  our  vast  population  better  housing  facilities. 

The  Chairman.  This  concludes  the  hearing  to-day.  There  will 
be  no  hearing  on  Wednesday.  The  next  hearing  will  be  on  Thurs- 
day, at  11  a.  m.,  when  the  committee  will  hear  Mr.  Daniel  Willard, 
president  of  the  Baltimore  &  Ohio  Railroad  and  chairman  of  the 
advisory  council  of  the  Association  of  Railway  Executives,  at  which 
time  it  is  hoped  that  some  suggestions  may  be  made  for  relief  of 
the  transportation  of  building  materials,  as  well  as  an  explanation  of 
the  effeetiveness  of  the  priority  orders  and  the  use  of  coal  cars  for 
speculation  and  for  export.    We  will  now  adjourn. 

(Thereupon  the  committee  adjourned  to  meet  at  3  p.  m.  on  Thurs- 
day, August  12,  1920.) 
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THVBSDAY,  AVOVBT  IS,  1980. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production, 

New  York  CUy,  N.  Y. 

The  committee  met,  pursuant  to  adjourmnent,  at  10  o'clock  a.  m., 
in  room  1101,  Engineering  Societies  Building,  29  West  Thirty-ninth 
Street,  Senator  William  M.  Calder  presiding. 

Present :  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

The  Chairman.  Mr.  Willard,  this  committee  was  authorized  by 
the  Senate  to  .inquire  into  the  general  construction  industries  of  the 
country.  We  had  not  proceeded  very  far  in  our  inquiry  before  we 
received  numerous  complaints  from  men  interested  m  construction 
and  housing  all  over  the  country  that  their  cardinal  difficulty  was  the 
shortage  of  railroad  facilities.  I  have  made  some  little  study  of  your 
problem  and  I  know  the  difficulty  you  are  up  against. 

You  have  talked  to  gentlemen  associated  with  our  committee,  and 
I  certainly  would  like  to  have  your  views.  You  are  the  president  of 
the  Baltimore  &  Ohio  Kailroad  Co.  ? 

STATEMENT  OF  MB.  DANIEL  WILLABD,  PBESIDENT  OF  THE 

BALTIUOBE  &  OHIO  KAILBOAD  CO. 

Mr.  WiLXARD.  Yes,  sir. 

The  Chair3ian.  Is  that  railroad  interested  in  the  coal  mines  or 
the  coal  business  ? 

Mr.  WuAiARd.  As  owner,  do  you  mean,  and  operator? 

The  Chairman.  As  owner  and  operator. 

Mr.  Willard.  No,  sir;  we  do  not  operate  any  coal  properties  at  all. 

The  Chairman.  In  what  way  are  you  inter^ted? 

Mr.  Willard.  Simply  as  a  carrier.  We  carry  a  large  volume  of 
coal.    As  a  carrier;  that  is  all. 

The  Chairman.  Can  you  explain  to  the  committee  the  origin  and 
function  of  the  Association  of  Kailroad  Executives? 

Mr.  Willard.  Yes;  the  Association  of  Railroad  Executives  grew, 
as  most  things  do,  from  a  very  small  beginning,  and  finally  de- 
veloped into  an  association  that  to-day  is  representative  of  a  very 
la^  majority  of  all  the  railroads  in  the  United  States. 

its  inception  dates  back  to  a  little  movement  started  by  Mr.  Frank 
Trumbell,  at  which  time  he  called  together  two  or  three  railroad 
executives  to  construct  certain  contemplated  legislation  that  was 
before  Coneress.  Later  on.  I  think,  his  committee,  his  small  com- 
mittee, woAing  in  that  wav,  was  perhaps  instrumental  in  getting 
the  Senate  interested  in  railroad  matters,  so  that  finally  the  New- 
lands  committee  was  appointed  and  an  investigation  was  started. 
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After  the  investigation  started  the  subject  of  necessary  legislation 
seemed  to  open  up,  and  Mr.  Trumbell  called  into  conference  repre- 
sentatives, presidents  of  practically  all  the  railroads  in  the  United 
States,  in  order  that  they  might  by  conference  be  able  to  give  their 
views  and  recommendations  concerning  the  general  railroad  situa- 
tion and  the  need  for  additional  legislation.  That  was  the  beginning 
of  the  Association  of  Eailway  Executives,  and  work  of  that  char- 
acter was  about  all  that  the  association  did. 

Previous  to  Federal  control  the  American  Railroad  Association, 
which  had  been  in  existence  for  20  or  30  years,  was  made  up  largely 
of,  its  membership  consisted  largely  of,  the  operating  officers  of  the 
railroad,  and  had  dealt  with  various  problems,  such  as  car  service  and 
per  diem  and  standards  of  operation  and  standards  of  maintenance, 
and  so  forth ;  but  when  Federal  control  took  place  the  Government  or 
the  director  general  took  over  all  of  the  men  constituting  the  mem- 
bership of  that  organization  and  then  the  Association  of  Railway 
Executives  took  over  or  began  to  take  up  and  deal  with  many  of 
the  questions  that  had  formerly  been  dealt  with  by  the  American 
Railway  Association. 

So  that  it  came  about  finally,  as  I  have  indicated  briefly,  that  the 
Association  of  Railway  Executives  as  it  now  exists  represents,  I  sup- 
pose, 90  or  95  per  cent  of  all  the  steam  raUroad  mileage  in  the  United 
States,  perhaps  mor^  than  that,  a  very  large  percentage.  It  is  an 
association  through  which  the  railways  get  together  and  endeavor  to 
decide  on  matters  of  common  interest.  Our  negotiations  with  the 
director  general  concerning  contracts,  the  carrying  out  of  our  rela- 
tion with  the  Government  during  the  period  of  Federal  control,  have 
been  largely  through  the  agencies  of  the  Association  of  Railway 
Executives. 

The  Chairman.  Who  is  the  chairman  of  the  Association  of  Rail- 
way Executives? 

Mr.  WiLiiARD.  Mr.  De  Witt  Cuyler,  of  Philadelphia. 

The  Chairman.  Then  there  is  an  advisory  committee,  is  there  not? 

Mr.  WiLXARD.  Yes. 

The  Chairman.  You  are  the  chairman  of  that,  are  you  not? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  In  your  capacity  as  chairman  of  that  committee 
you  are  in  a  position  to  know  the  Jacts  as  to  the  shortage  of  equip- 
ment for  the  transportation  of  sand,  rock,  brick,  cemeat,  steel,  and 
other  structural  materials? 

Mr.  WiLLARD.  Well,  I  do  know  something  about  it ;  yes. 

The  Chairman.  Can  you  explain  to  us  the  origin  and  function  of 
the  American  Railroad  Association? 

Mr.  WiLLARD.  Yes;  the  American  Railroad  Association  was  origi- 
nally known  as  the  Standard  Time  Association,  and  its  origin  dates 
back  some  time  in  the  early  seventies.  At  that  time  there  was  no 
standard  railroad  time  in  the  United  States  and  the  time  association 
was  formed  by  a  few  railroad  officers,  the  idea  being  to  bring  about 
a  common  viewpoint  that  finally  resulted  in  estabashing  standard 
times  to  be  used  in  zones  over  the  United  States.  After  the  standard 
time  went  into  effect,  I  think  in  the  fall  of  1883  or  1884,  of  course, 
the  prime  purpose  of  that  association  had  been  accomplished.  Then, 
that  association  was  changed;  its  title  was  changed  and  it  became 
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known  as  the  American  Eailroad  Association  and  continued  to 
function  and  interest  itself  chiefly  in  operating  and  maintenance 
matters,  and  is  still  in  existence  ana  still  dealing  in  such  matters. 

The  Chairman.  The  advisory  committee  of  which  you  are  chair- 
man, Mr.  Willard — what  is  the  function  of  that  committee? 

Mr.  Willard.  W^U,  it  has  not  any  special  function.  It  was 
created  to  meet  an  emergency ;  and,  perhaps,  I  shall  have  to  explain, 
go  beyond  your  question  a  little  bit,  if  I  may,  to  make  clear  just 
what  the  function  is. 

If  I  may  go  into  history  a  little,  I  should  say  that  previous  to 
1907  there  had  never  been  in  this  country  among  railroad  men, 
nor  in  the  minds  of  anyone  else,  so  far  as  I  know,  any  general 
appreciation  of  the  fact  that  in  times  of  shortage  of  transportation 
in  any  particular  region,  there  was  any  duty  upon  the  other  carriers 
to  try  and  get  together  to  help  out  the  situation.  In  1907,  or  I  think 
it  was  about  that  time,  there  was  quite  an  acute  car  shortage  in  this 
country  for  a  period  and  it  developed  that  in  places  people  were 
unable  to  ship  while  in  other  places  there  was  an  excess  of  transpor- 
tation facilities,  cars  and  engines,  and  still  there  was  no  agency  by 
which  the  surplus  facilities  in  one  region  could  be  made  use  of  in 
another  region.  For  the  first  time  the  suggestion  came  up  that  in 
emergencies,  such  as  that,  the  railroads  as  a  whole  ought  to  deal 
with  such  a  situation,  and  people  began  to  talk  about  Government 
ownership  as  the  only  means 'by  which  that  could  be  brought  about. 
But  this  shortage  that  I  have  in  mind  was  not  long ;  it  was  followed 
by  a  depression,  and  immediately  there  was  a  large  surplus  of  trans- 
portation facilities  all  over  the  United  States.  That  was  the  first 
time  the  subject  came  up. 

In  1916  there  came  about  again  a  shortage  of  transportation  facilities, 
particularly  in  the  East  and  in  connection  with  the  movement  of  coal. 
The  Interstate  Commerce  Commission  went  into  the  matter  at  that 
time  and  foiind  themselves  helpless  to  take  any  definite  action.  They 
did  urge  the  railroads  themselves  to  form  a  car-service  commission,  to 
be  located  in  Washington,  and  they  urged  the  railroads  to  voluntarily 
give  that  commission  plenary  power  to  order  cars  from  one  road 
to  another  road  regardless  of  ownership  and  in  order  to  meet  a 
serious  transportation  situation.  That  committee  was  formed  in 
December,  1916,  and  established  in  Washington.  It  did  some  good. 
It  was  the  first  agency  that  ever  undertook  to  bring  together  and 
unify  the  operation  of  the  railroads. 

In  the  spring  of  1917,  of  course,  our  country  went  into  the  war. 
It  so  happened  at  that  time  that  I  was  serving  as  chairman  of  the 
adrisorv  commission  to  the  Council  of  National  Defense;  and  one  of 
the  duties  that  had  been  assigned  to  me  in  that  capacity  was  to 
deal  with  transportation  matters.  So,  in  that  capacity,  and  there 
being  no  one  else  who  had  duties  of  that  character,  any  transporta- 
tion difficulties  that  developed  as  the  war  approached,  or  our  entry 
into  the  war  approached,  were  referred  to  me,  not  because  I  had 
authority  to  deal  with  them,  but  because  there  was  nobody  else 
who  had*  any  authority  to  deal  with  them  and  I  had  been  designated 
^  a  way.  So,  it  came  to  my  notice  that  two  situations  were  de- 
veloping that  the  railroads  separately  were  not  able  to  deal  with. 
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For  instance,  at  that  time  we  were  confronted  with  the  fear  at 
any  rate  that  there  would  be  a  shortage  of  foodstuffs  if  not  in  this 
country,  in  the  world  as  a  whole;  and  it  was  very  important  that 
anything  should  be  done  that  could  be  done  to  increase  the  food 
product ;  particularly,  we  will  say,  the  salmon  packed  in  the  North- 
west. But  they  could  not  pack  salmon  unless  they  had  tin  cans  to 
pack  it  in  and  they  could  not  have  the  tin  cans  unless  they  had  tin 
to  make  the  cans  out  of.  They  needed  the  cans  in  the  Northwest 
and  the  tin  was  made  in  New  Jersey  and  the  problem  was  how  to 
get  the  tin  to  the  Northwest. 

The  roads  that  the  tin  originated  on  went  a  certain  distance  and 
their  responsibility  ended  at  the  end  of  their  line  and  there  was  no 
single  corporation  or  carrier,  no  governmental  agent,  that  could  say 
that  "  you  must "  load  tin  some  place  in  New  Jersey  and  send  it  to 
the  Northwest  in-order  to  protect  the  salmon  pack.  That  was  a 
question. 

Another  one:  Just  about  the  time  our  country  went  into  the  war 
it  developed  that  we  had  very  little  or  any  coal  on  the  Pacific  coast 
for  the  Nav^\  Customarily  the  Navy  burns  Pocahontas  coal  or  coal 
from  that  region.  It  had  been  coming  down  through  the  Panama 
Canal  and  up  the  west  coast  in  foreign  bottoms.  Those  boats  were 
taken  away  and  it  became  necessary  to  move  the  coal  across  the  con- 
tinent by  rail,  and  the  matter  was  Drought  to  my  attention.  I  found 
it  was  something  that  could  not  be-  dealt  with. 

I  could  take  it  up  with  the  road  that  originally  began  hauling  the 
coal,  but  their  resppnsibility  ceased  after  tney  had  conveyed  it  over 
their  own  rails,  and  there  was  no  one  with  authority  to  say  that  the 
coal  should  be  moved  continuously  to  San  Francisco  and  back  again. 

A  situation  of  that  kind  suggested  the  necessity  of  a  common 
agency  to  bring  together  and  coordinate  the  rails.  That  is  how  it 
originated. 

As  the  chairman  of  the  advisory  comimission,  I  asked  the  railroad 
executives  of  the  United  States  to  come  to  Washington  in  confer- 
ence. I  laid  the  situation  before  them  and  recommended  to  them 
that  they  appoint  a  small  committee  of  five  presidents  to  stay  in 
Washington  and  that  thev  give  those  presidents  full  authority  dur- 
ing the  period  of  war.  This  was  projected  as  a  war  emergency  meas- 
ure, during  the  period  of  the  war,  to  order  cars  or  locomotives  any- 
where regardless  of  ownership,  in  order  that  the  railroads  as  a 
whole  might  during  the  war  perform  the  greatest  service  in  trans- 
portation. They  immediately  and  unanimously  agreed  to  the  propo- 
sition and  the  war  board  was  called  there,  established  and  located 
in  Washington  and  continued  to  unify  and  direct  the  operation  of 
the  railways  until  the  Government  took  over  the  railways  in  the 
fall. 

Some  of  the  things  that  they  did  were  of  momentous  character. 
They  used  the  car-service  commission  that  had  been  created  the  pre- 
vious September  as  their  agents,  and  when  the  War  Board  ceased  to 
operate  and  the  Federal  director  took  over  the  roads,  he  continued  to 
use  exactly  the  same  commission.  When  Federal  control  ceased  that 
same  car  service  commission  that  had  been  in  Washington  since  the 
fall  of  1916.  some  of  the  personnel  remaining  the  same  but  enlarged 
as  to  numbers,  were  still  there  and  that  commission  was  there  the 
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4th  day  of  last  Marcli,  but  with  no  one  to  repoit  to  because  Federal 
control  had  ceased.  The  director  general  had  ceased  to  function. 
The  War  Board,  which  had  supervised  the  operations  previous  to 
Fedeial  control,  had  ceased  to  exist,  an«.l  here  was  an  agency  prepared 
to  still  carry  out  the  necessary  instructions  for  unified  cooperation 
but  no  one  to  report  to. 

It  was  to  fill  that  gap  that  the  advisory  committee,  of  which  I  am 
chairman,  was  appointed.  The  advisory  committee  consists  now  of 
10  members,  presidents  of  diiferent  railroads  selected  because  of  their 
geographical  location  so  as  to  be  generally  representatives  of  the 
coimtry.  That  committee  was  appointed  by  the  Association  of  Kail- 
way  Executives.  I  am  the  chairman  of  that  committee.  Mr.  Barnes 
is  temporarily  at  the  head  of  the  car-service  commission  in  Washing- 
ton which  has,  I  suppose  now,  about  100  men  connected  with  its 
operations.  He  reports  temporarily  or  under  existing  arrangements 
to  me,  and  I  confer  at  times  witli  my  full  committee,  as  occasion 
requires ;  and  having  before  us  such  information  as  Mr.  Barnes 
brings  to  us  about  the  general  transportation  situation  in  the  country, 
we  decide  as  best  we  may  what  ought  to  be  done  to  help  wherever 
help  is  necessary  or  can  be  given.  I  think  that  covers  it  pretty 
generally. 

The  Chairman.  You  referred  a  moment  ago  to  the  car  service 
commission? 
Mr.  WiLLARD.  Yes. 

The  Chairman.  They  function  with  your  advisory  committee? 
Mr.  WiLLARD.  Yes;  the  head  of  that  body  at  the  moment  is  Mr. 
W.  L.  Barnes,  who  is  the  general  superintendent  of  transportation  of 
the  Burlin^on  Eailroad.    He  has  been  temporarily  furloughed  and 
is  in  Washington  at  the  head,  and  he  reports  to  me. 

ITie  Chairman.  This  car-service  commission  originated,  I  assume, 
for  the  reasons  vou  have  given  the  committee? 

Mr.  WiLi^RD.  Yes;  dating  back  to  the  fall  of  1916,  it  has  been  a 
continuous  body  ever  since,  its  duties  increasing  and  unfolding  as 
time  went  on. 

The  Chairman.  Can  you  explain  to  us  the  origin  and  function  of 
the  bureau  of  railroad  economics? 

Mr.  W11.LARD.  Yes.  I  can  not  tell  vou  the  exact  date,  but  it  must 
have  been  some  12  or  15  years  ago,  a  group  of  railroad  officers,  of 
which  I  happened  to  be  one,  in  discussing  the  general  situation  came 
to  a  realization  of  this  fact,  that  a  great  deal  of  information  was 
being  put  out  about  railroads  that  was  not  true;  perhaps  not  ma- 
liciously false,  possibly  mistakenly  untrue.  In  any  event,  statements 
were  being  constantly  put  out  to  the  [public  that  were  misleading  and 
placing  the  railroads  in  a  false  position.  So  it  was  thought  that  it 
would  be  in  the  interests  of  the  railroads  and  in  the  public  interest 
as  well  if  a  bureau  could  be  established  which  would  bring  together 
data  from  all  the  railroads  and  at  times  put  out  information  that 
would  he  reliable,  because  we  felt  that  with  all  the  faults  that  the 
railroads  might  justly  be  charged  with,  it  was  better  and  necessary 
that  the  truth  should  be  known  rather  than  that  untruth  should  be 
made  the  basis  of  action  or  of  proposed  action. 

And  the  result  of  that  first  discussion  we  arranged  for  Mr.  Dixon — 
Prof.  Dixon,  of  Dartmouth  College — to  act  as  statistician.    I  think 
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he  was  the  first  one,  or  it  may  have  been  Mr.  Logan  McPherson 
was  the  first  one.  I  am  not  sure.  But  in  any  event,  our  idea  was  to 
get  an  outside  man,  and  by  outside  I  mean  a  man  not  connected  at 
all  with  railroad  service,  not  in  the  employ  of  any  railroad,  but  a 
man  of  recognized  standing  as  an  economist  and  statistician. 

Logan  Mcl^herson,  who  was  quite  a  well-known  lecturer  on  eco- 
nomics and  a  writer,  was  emploved,  I  think,  for  a  year  or  two  and 
then  I  think  after  he  left  the  bureau  Prof.  Dixon,  of  Dartmouth 
College,  was  employed  and  he  stayed  with  the  bureau  some  two  or 
three  years.  Then  he  retired  ana  is  now  back  at  Princeton  Uni- 
versity as  professor  of  economics.  Mr.  Pammerlie  succeeded  him. 
I  can  not  tell  you  very  much  about  him.  He  is  a  well-educated  man 
and  has  been  a  student  of  economics  and  is  now  at  the  head  of  that 
bureau. 

That  bureau  is  supported  by  all  of  the  railroads.  It  has  estab- 
lished a  library  of  many  thousand  pieces.  It  aims  to  keep  in  its 
library  all  up-to-date  information  concerning  transportation  mat- 
ters in  this  country  and  abroad;  and  the  roacS  have  made  use  of  it 
to  compile  information  that  would  be  of  interest  to  all  of  the  rail- 
roads. At  the  present  time,  one  of  the  things  that  it  is  doing  is 
this :  It  is  putting  out  monthly,  for  the  benefit  of  all  of  the  roacte,  a 
statement  showing  the  miles  made  per  car  per  day,  the  average  load 
per  car,  and  the  per  cent  of  cars  imfit  to  run  because  of  needing 
repairs. 

That  information  is  sent  out  monthly  to  all  of  the  presidents  so 
that  they  can  compare  their  results  one  with  another.  In  that  con- 
nection, the  Association  of  Railway  Executives  has  unanimously  set 
up  for  its  standard  of  performance  certain  figures.  For  instance, 
they  have  said  that  in  their  opinion  freight  cars  ought  to  make 
on  the  average  30  miles  per  day  and  they  ought  to  have  on  the  aver- 
age a  load  of  30  tons ;  and  not  over  4  per  cent  of  all  the  cars  ought 
to  be  waiting  for  repairs  at  any  one  tmie.  All  of  those  standards, 
however,  are  higher  than  anything  that  has  ever  been  accomplished 
in  this  country  at  any  time,  either  under  private  operation  or  gov- 
ernmental operation.  But,  having  established  those  standards  as  a 
possible  attainment,  it  was  thought  desirable  then  that  information 
such  as  I  speak  oi  should  be  circulated  each  month  so  that  each 
president  would  know  not  only  what  he  was  doing  but  what  every- 
body else  was  doing.  The  bureau  of  economics  is  doin^  that.  It  is 
doing  many  other  things,  but  that  is  an  instance  of  wnat  they  are 
doing. 

The  Chairman.  Mr.  Willard,  you  just  referred  to  the  standards, 
that  not  over  4  per  cent  of  cars  ought  to  be  waiting  repair,  and  that 
30  miles  should  be  the  distance  traveled  bv  freight  cars.  You  slaid 
that  standard  had  never  been  reached  in  this  country  underprivate 
or  governmental  operation.    Has  it  ever  been  reacned  in  Europe? 

Mr.  WiLLABD.  I  do  not  think  so.  I  am  sure  the  car  load  has  not 
been  reached  over  there  because  their  car  capacity  is  very  much  less 
than  ours.  I  have  never  been  able  to  see  any  figures  as  to  car-miles. 
They  may  not  handle  that  as  we  do. 

But  I  should  doubt  somewhat  if  our  car  miles  has  been  reached. 
I  do  not  know.  I  have  a  copy  of  the  report  for  February.  Unfor- 
tunately, this  report  was  just  started  three  or  four  weeks  ago.    So 
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we  went  back  to  the  4th  of  January  as  a  good  starting  point  and 
we  have  not  got  the  reports  up  to  date  as  yet,  but  I  have  the  report 
for  February,  which  I  will  be  glad  to  leave  with  the  commission. 
On  the  back  of  that  report  I  have  shown  the  average  miles  per  car 
per  day  bv  months  for  the  years  1917,  1918,  and  1919,  and  the  first 
two  months  up  to  date,  x  ou  have  shown  there  the  carload  and 
the  percentage  of  cars  needing  repair ;  and  if  I  may  finish,  now  that 
I  am  on  that  subject,  I  think  perhaps  you  will  be  interested  to  know 
that  an  increase  of  the  average  car  miles  of  1  mile  per  day,  for  all 
the  cars  in  the  United  States,  is  e(}uivalent  to  adding  about  100,000 
cars  to  the  service :  that  is,  1  mile  increase  per  day.  An  increase  of 
1  ton  in  the  load  that  each  car  carries  is  equivalent  to  adding  about 
80,000  more  cars  to  the  service  and  a  reduction  of  1  per  cent  in  the 
number  of  bad-order  cars  actually  does  add  25,000  cars  to  the 
service. 

We  are  showing  to-day  about  7  per  cent  bad-order  cars  all  over 
the  country.  It  is  our  purpose  to  get  that  down  to  4  per  cent.  That 
would  put  75,000  cars  into  service  that  to-day  are  out  of  service. 

In  February,  the  last  month  of  Federal  control,  the  cars  in  the 
country  made  only  22^  miles  per  day.  I  do  not  know  what  the 
average  is  that  thejr  are  making  now,  but  we  have  said  we  are  going 
to  make  that  30  miles  per  day  and  I  think  we  will.  The  average 
carload  in  February  all  over  the  United  States  was  28.3  tons.  We 
have  set  30  tons  as  our  standard.  That,*  I  think,  has  never  been 
gotten,  but  I  think  it  will  be. 

The  Chairman.  You  think  the  cars  are  large  enough  and  the  con- 
struction of  the  car  will  bear  additional  loads  1 

Mr.  WiLLARD.  Oh,  yes.  We  know  this,  that  about  30  per  cent  of 
all  the  cars  that  run  run  empty  anyway,  because  the  business  is  not 
evenly  balanced ;  and  of  the  cars  that  are  loaded,  tliey  are  only  loaded 
to  about  70  per  cent  of  their  capacity  upon  the  average;  so  that  it 
is  possible  to  raise  them  up  to  get  the  higher  load.  I  suppose  the 
average  capacity  of  all  the  cars  in  the  iJnited  States  to-day  must 
be  at  least  40  tons.  On  many  roads  it  is  much  higher  than  that; 
but  with  a  40-ton  capacity  and  a  30-ton  load  you  have  only  got  three- 
quarters  of  its  capacity  then. 

The  Chairman.  To  what  extent  are  the  railroads  bound  to  obey 
the  rules  and  regulations  and  orders  of  the  American  Railway  Asso- 
ciation? 

Mr.  WiLLARD.  The  Railway  Association  is  not  organized  on  that 
basis.    It  has  never  given  orders  at  all.    Its  purpose,  as  announced 
in  its  constitution,  was  to  discuss  and  develop  and  make  recommenda- 
tions as  to  practice  and  then  its  recommendations  have  been  sub- 
mitted to  the  railroads  for  their  approval ;  and  only  when  the  recom- 
mendations of  the  associations  have  been  accepted  by  the  railroads 
have  they  then  become  matters  of  cx)mmon  practice;  and  because  they 
were  voluntarily  accepted  they  have  been  generally  lived  up  to.    For 
instance,  the  rules  concerning  interchange  of  cars,  the  repairs  that 
the  owners  should  make,  and  the  repairs  that  the  user  should  make. 
Practices  of  that  kind  have  been  developed  by  the  Railway  Associa- 
tion and  when  accepted  they  have  been,  I  may  say,  almost  univer- 
sally followed  by  the  railroada 
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The  Chair^ian.  The  practice  is  to  follow  the  rules  in  those  mat- 
ters? 

Mr.  WiLLARD.  The  practice  is  rather  to  follow  the  recommenda- 
tions, I  should  say,  of  the  American  Railway  Association,  after  they 
have  been  accepted  by  the  railroads  as  standard  practice. 

The  Chairman.  What  is  the  relation  of  the  commission  on  car 
service  to  the  Interstate  Commerce  Commission  ? 

Mr.  WiLLARD.  Well,  they  have  really  no  relation  at  all,  except  one 
of  close  cooperation.  The  Interstate  Commerce  Commission  at  the 
present  time  has  created  a  bureau  of  service  and  thev  have  an  ap- 
pointive officer,  called  the  director  of  service,  and  the  director  of 
service  for  the  Interstate  Commerce  Commission  works  very  closely 
with  Mr.  Barnes,  who  is  at  the  head  of  our  commission.  They 
confer  with  each  other  and  we  make  reports,  or  our  commission 
makes  a  great  many  reports  to  the  Interstate  Commerce  Commission, 
so  they  can  keep  advised  of  the  situation  all  over  the  country ;  and  if 
the  Interstate  Commerce  Commission  has  instructions  to  give,  it  is 
not  bound  to  do  it,  but  so  far  it  has  seen  fit  to  use  our  car-service 
commission  as  its  agency.  The  transportation  act  specifically  pro- 
vides that  the  Interstate  Commerce  Commission  may  use  such  agency 
as  it  desires  in  carrying  out  the  instructions  of  the  law.  So  far  they 
have  seen  fit  to  use  the  car-service  commission. 

The  Chairman.  This  committee  has  the  facilities  and  information 
and  they  take  advantage  of  it  ? 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Do  you  believe  it  was  the  intent  of  the  emergency 

frovision  of  the  Esch-Cummins  bill  to  place  in  the  hands  of  the 
nterstate  Commerce  Commission  a  practical  control  of  business 
through  its  direction  of  traffic  ? 

Mr.  WiLLARD.  I  do  not  think  that  was  the  prime  purpose,  but  I 
think  that  was  one  of  the  indirect  results,  and  1  think  it  is  a  neces- 
sary result,  too. 

The  Chairman.  It  has  operated  that  way  and  it  looks  as  though 
it  was  bound  to  work  that  way. 

Mr.  WnxAitD.  Yes;  that  is  only  stating  in  another  way  what  the 
law  itself  says.  I  have  not  the  law  at  hand,  but  somewnere  in  the 
law  it  says  something  like  this,  that  in  times  of  emergency,  as  ap- 
parently the  commission  itself  should  be  the  judge  when  there  is  an 
emergency,  it  shall  give  such  priority  orders  for  the  use  of  cars  as 
may  in  its  opinion  be  justified  by  the  emergency.  The  effect  of  that 
would  be  to  move  one  business  in  preference  to  some  other  business, 
and  it  might  stop  the  movement  altogether  of  some  other  business, 
thought  to  be  less  important  in  the  public  interest.  That  would  be 
an  extreme  case.  I  do  not  think  the  law  expected  that  that  would 
happen.     I  do  not  think  it  will  happen. 

The  Chairman.  Is  it  not  a  fair  and  sound  principle  that  the 
shortage  of  transportation  facilities  should  be  shared  alike  by  all 
shippers? 

Mr.  WiLi^RD.  I  think,  generally  speaking,  that  is  so,  with  the 
exception  Avhich  the  law  itself  contemplates,  that  in  cases  of  emer- 
gency exception  shall  be  made.  You,  of  course,  have  in  mind  this 
fact,  that  this  power  to  make  exceptions  is  not  left  with  the  railroads 
themselves.    It  is  vested  in  a  public  body;  that  is,  the  Interstate 
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Commission,  as  the  !igent  of  Congress.  That  is  the  only  body  under 
the  law  as  it  now  exii^  that  can  define  an  emergency  and  then  issue 
priority  orders. 

Congress  did  in  the  summer  of  1917  by  special  legislation  pass  a 
so-called  priority  bill.  Judge  Lovett,  you  may  recall,  was  made 
Director  of  Priority.  That  action  has  been  recalled,  but  the  power 
which  was  found  to  be  necessary  will  be  found  to  be  necessary,  I  am 
sure,  at  times  in  the  public  interest;  that  power  is  now  exercised  by 
the  Interstate  Commerce  Commission,  to  be  used  only  in  times  of 
emergency.  * 

The  Chairman.  Has  it  not  been  the  policy  and  legal  requirement 
of  the  commission  in  times  past  to  aaiust  all  differences  between 
shippers  in  the  matter  of  car  supplies,  on  the  principle  of  nondiscrimi- 
nation as  between  shippers  of  commodities? 

Mr.  WiuLARD.  I  think  generally  if  it  had  come  up  at  all,  I  should 
say  that  would  have  been  the  practice.  I  do  not  know  if  the  matter 
has  arisen,  but  I  should  say  that  is  the  manner  in  which  it  would 
have  been  handled  in  the  past. 

The  Chairman.  What  legal  right  or  authorization  has  the  com- 
mission on  car  service  to  extend  orders  issued  by  the  Interstate  Com- 
merce Commission?  For  example,  service  orders,  Nos.  2  and  3, 
directing  the  movement  of  open-top  cars  from  points  west  of  the 
Mississippi  to  points  east;  the  transfer  of  box  cars  in  the  opposite 
direction? 

Mr.  WiiXARD.  Your  question  is,  What  legal  right  has  the  car- 
service  commission  to  do  that  ? 

The  Chairman.  Yes. 

Mr.  WiLLARD.  I  suppose  this  would  have  to  be  said.  If  you  went 
to  the  last  analysis,  it  would  only  exercise  that  bj  virtue  of  the 
authority  resting  in  the  Interstate  Commerce  Commission  to  do  that 
as  a  matter  of  law.  Of  course,  that  same  thing  was  done  all  during 
the  time  of  Federal  control  by  direct  orders  of  the  director  generaL 
After  the  cessation  of  Federal  control  there  was  no  one  to  give  such 
orders  and  enforce  them,  but  the  law  did  give  the  Interstate  Com- 
merce Commission  the  power  and  it  made  it  the  duty  of  the  com- 
mission to  exercise  that  power  in  times  of  emergency. 

It  was  brought  to  the  attention  of  the  commission  that  there  was 
a  shortage  of  (5ars  in  the  West  and  a  surplus  of  cars  in  the  East,  and 
the  commission  was  asked  to  give  such  an  order  as  the  law  contem- 
plated, and  they  did  give  an  order,  using  the  car-service  commission 
in  Washington  as  their  agency  or  their  agent,  directing  certain  east- 
ern roads  to  give  ceilain  western  roads  a  certain  number  of  box  cars 
and  directing  western  roads  to  give  to  eastern  rords  a  certain 
number  of  open-top  cars.  The  commission  did  that  by  virtue  of  the 
law  as  contained  in  the  transportation  act  of  1920 ;  and  our  car-service 
commission  did  what  it  did  in  connection  with  that  order  by  virtue 
of  the  authority  of  the  commission.  Since  that  order  was  fulfilled 
the  car-service  commission  has  continued  to  give  orders  of  its  own, 
sending  box  cars  west  and  coal  cars  east.  It  has  done  so  after  a 
conference  with  the  commission  in  all  instances,  and  the  commission 
ill  all  instances  has  approved  of  what  we  were  doing;  and  if  the 
railroad  had  refused  to  carry  out  the  orders  of  the  car-service  com- 
niission  as  they  had  agreed  to  do,  but  having  provided  no  penalty 
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if  they  did  not  do  it,  if  any  one  of  them  had  refused,  I  have  every 
reason  to  believe  that  the  Interstate  Commerce  Commission  woula 
have  issued  its  own  order  and  the  railroad  would  have  been  obliged 
under  the  transportation  act  to  obey  the  order  of  the  commission  or 
pay  the  penalties  prescribed  in  the  act. 

The  (Jhairman.  So  that  whatever  authority  the  car-service  com- 
mission has  taken  has  been  with  the  knowledge  and  consent  and  con- 
currence of  the  Interstate  Commerce  Commission? 

Mi;  Willard.  Yes. 

The  Chairman.  Why  is  it,  in  territory  west  of  the  Mississippi, 
where  there  have  been  no  restrictions,  the  railroads  have  given  tne 
coal  loading  preference  to  the  detriment  of  other  shippers  ? 

Mr.  Willard.  First  of  all,  I  do  not  know  whether  that  is  so  or  not, 
and  if  it  is  so,  I  can  not  explain  it,  because  I  do  not  know  anything 
about  it. 

The  Chairman.  That  information  came  to  us. 

Mr.  Willard.  I  should  want  to  know,  first  of  all,  whether  the 
information  is  true  or  not.  I  do  not  know  the  instance.  I  do  not 
know  the  case.  I  could  not  answer  such  an  indefinite  question  as 
that. 

The  Chairman.  Are  the  railroads  free  to  interpret  the  orders  of 
the  Interstate  Commerce  Commission  as  they  see  fit  ? 

Mr.  Willard.  Oh,  no;  by  no  means.  The  Interstate  Commerce 
Commission  is  the  final  interpreter  of  its  own  orders,  and  if  the 
orders  were  not  plain  enough  so  that  an  interpretation  is  needed 
they  are  asked  to  give  an  interpretation.  I  would  say  this :  It  has 
happened  in  a  number  of  instances  that  different  railroads  have 
placed  different  interpretations  on  their  orders,  and  for  a  while  the 
practice  was  not  in  harmony  with  the  order,  but  it  very  soon  came 
to  the  notice  of  either  the  car-service  commission  or  the  Interstate 
Commerce  Commission  itself  and  the  matters  were  corrected. 

The  Chairman.  This  committee  has  been  informed  of  several  occa- 
sions where  the  railroads  have  interpreted  these  orders  differently. 

Mr.  Willard.  Yes;  so  have  I.  That  has  happened,  and  I  suppose 
it  might  be  expected  where  so  many  people  were  dealing  with  it. 
They  did  not  understand  it  the  same  way.  But  as  quickly  as  that 
matter  is  brought  to  the  attention  of  our  car-service  commission  it  is 
corrected.  The  point  is,  that  it  is  not  left  to  the  individual  char- 
acter. 

The  Chairman.  What  was  the  redress  of  a  shipper  whose  business 
was  damaged  as  the  result  of  an  interpretation  not  intended  ? 

Mr.  Willard.  Of  course,  he  would  appeal  to  the  Interstate  Com- 
merce Commission. 

The  Chairman.  Mr.  Willard,  you  are  familiar  with  the  several 
car-service  orders  issued  this  summer  by  the  Interstate  Commerce 
Commission? 

Mr.  Willard.  Yes;  in  a  general  way. 

The  Chairman.  Will  you  briefly  explain  to  this  committee  these 
priority  orders,  and  why  the  succeeding  order  was  necessary  ? 

Mr.  Willard.  I  have  not  the  orders  with  me  and  I  can  not  deal  in 
detail  with  the  orders.  But  I  know  the  reason,  general  reason,  and 
perhaps  that  is  what  you  desire,  after  all,  why  the  orders  were  ^iven. 
One  order,  the  order  which  has  perhaps  met  with  most  opposition — 
I  do  not  recall  the  number  of  the  order — but  the  purpose  of  it  was 
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that  open  cars  east  of  the  Mississippi  Eiver  should  be  used  prefer- 
ably for  the  moving  of  coal.  Afterwards  that  order  was  modified 
so  that  certain  open-top  cars  with  sides  of  a  certain  height  should 
be  exempted  from  the  order.  * 

There  are  about  a  million  cars  in  the  United  States  with  open 
tops,  and  I  suppose  there  are  some  65,000  or  70,000  that  would  be 
exempted;  about  80,000  would  be  exempted  under  that  modified 
order,  so  that  they  can  be  used  for  anything. 

The  reason  for  giving  that  order  was  this:  Representations  were 
made  in  Washington  before  the  car-service  commission  and  before 
the  Interstate  Commerce  Commission  to  the  effect  that  the  output 
of  coal  in  the  United  States  was  less  than  it  needed  to  be,  in  the  in- 
terest of  the  people,  and  that  serious  situations  were  developing, 
paiticularly  in  New  England  and  in  the  Northwest.  Besides,  the 
price  of  coal  had  gone  up  higher  than  at  any  time  in  the  immediate 
past,  and  the  whole  matter  was  being  given  a  great  deal  of  considera- 
tion and  conferences  and  discussions  took  place.  It  seemed  first  of 
all  that  the  thing  to  do  would  be  to  increase  the  amount  of  coal  that 
coiild  be  mined. 

According  to  the  reports  made  by  the  Geolof^ical  Survey  the  bitu- 
minous coal  mines  in  this  country  have  a  capacity  of  about  18,000,000 
tons  per  week,  but  it  seems  to  be  the  general  opinion  of  coal  dealers 
and  operators  that  this  country  can  only  take  about  12,000,000  tons 
a  week  at  the  outside,  and  that  would  provide  some  8,000,000  tons  for 
export  over  the  seas,  which  is  more  than  has  been  exported  at  any 
time  in  the  past.  But  about  12,000,000  tons  a  week  apparently  ought 
to  be  mined  to  take  care  of  our  requirement^. 

The  reports  of  the  Geological  Survey  in  Washington  showed  that 
less  than  10,000,000  tons  a  week  were  actually  being  mined,  and  mani- 
festly there  was  not  enough  coal  being  mined  to  meet  the  require- 
ments of  the  country  and  prepare  for  next  winter.  Clearly  there 
was  a  capacity  to  mine  sufficient  if  they  had  men  to  work  and  cars 
to  move  it  in.  It  was  stated  that  there  were  plenty  of  men  to  mine 
the  coal,  and  I  believe  that  was  the  fact. 

Now,  in  order  to  increase  the  available  coal  then  it  seemed  necessary 
first  of  all  to  furnish  more  cars.  Well,  then  it  developed  that  the 
cars  were  not  properly  distributed.  Take  the  roads  in  this  entire 
eastern  region  east  of  the  Mississippi  and  back  of  the  Ohio  generally, 
it  developed  that  of  the  entire  number  of  cars  owned  by  those  roads 
for  coal  purposes  some  70,000  or  80,000  had  gone  off  out  West  with 
coal  last  fall  during  the  coal  strike,  and  they  had  gone  in  one  way 
or  another  carrying  steel  anil  they  had  not  come  back.  There  was 
an  actual  shortage  of  coal  cars  in  this  region,  just  the  same  as  there 
was  an  actual  shortage  of  box  cars  in  the  West  that  had  come  East 
with  grain  and  other  commodities  and  had  not  gone  back.  So  the 
commission  first  of  all  issued  its  order  to  send  coal  cars  East,  to  get 
them  in  this  region  where  it  was  necessary  to  increase  the  coal  pro- 
duction and  to  send  the  box  cars  West,  where  they  were  necessary 
to  move  grain. 

Then  it  followed  that  up.  That  did  not  seem  to  get  the  necessary 
results,  and  it  took  the  next  logical  step  by  seeing  that  those  coal 
cars  that  are  available  in  this  eastern  region  you  must  first  of  all 
apply  them  for  loading  coal.    That  matter  went  on  for  a  while.    Of 
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course,  as  you  know,  I  suppose  there  were  many  exceptions.  The 
order  was  not  quite  as  definite  as  I  have  stated.  For  instance,  it 
was  stated  that  any  kind  of  material  could  be  loaded  in  those  cars 
when  they  were  moving  empty  toward  the  mines ;  but  other  material 
than  coal  and  coke  and  ore  must  not  be  loaded  in  them  in  the  direc- 
tion of  the  loaded  movement.  That,  of  course,  immediately  was  felt 
by  people  engaged  in  the  shipping  of  sand  and  gravel  and  steel  and 
all  commodities  that  naturally  move  in  open  cars.  Afterwards 
further  orders  were  given.  Two  particular  orders — I  think  I  will 
cover  those  and  then  I  will  explain  some  of  these  objections.  It  was 
found — in  fact,  it  had  developed  during  the  last  three  or  four  years 
that  the  Northwest  must  obtain  every  year  some  25,000,000  or 
28,000,000  tons  of  coal  from  Lake  Erie  ports.  It  actually  must  go 
up  over  the  lake  to  Chicago,  Milwaukee,  and  Duluth  and  other  points 
during  the  season  of  open  navigation,  to  be  distributed  into  the  North- 
west during  the  winter  months.  As  a  matter  of  fact,  if  that  amount  of 
coal  did  not  go  up  over  the  Lakes  during  the  season  of  open  naviga- 
tion there  was  no  other  way  to  get  it  up  there.  The  railroads  running 
north  and  south  to  Illinois  where  there  are  coal  mines  have  not  carry- 
ing capacity  enough  to  carry  this  much  additional  coal  on  top  of 
what  they  are  carrying.  Through  a  long  period  of  free-trade  devel- 
opment it  has  come  about  that  25,000,000  to  28,000,000  tons  of  coal 
from  Ohio  and  West  Virginia  do  come  up  that  way. 

When  matters  got  upset  by  the  war — take  1917  in  the  first  case — 
the  coal  did  not  go  up  tnat  way  as  usual  in  the  spring,  and  the  people 
became  very  much  concerned.  The  northwestern  governors  and 
mayors  of  cities  came  to  Washing^ton.  I  happened  to  be  the  point  of 
contact  as  chairman  of  the  advisory  commission,  and  conferences 
were  held.  It  wag  arranged  through  the  War  Board  operating  at 
that  time  to  force  this  coal — get  cars  in  there  and  force  this  coal 
through  the  Lakes,  in  order  that  it  might  be  gotten  up  to  the  head 
of  the  Lakes  while  the  Lakes  were  open.  If  25,000,000  tons  of  coal 
that  the  Northwest  needs  must  get  up  on  the  Lakes,  certainly  it  must 
get  there  when  they  are  not  frozen  over.  Therefore  it  has  to  be  done 
m  the  summer.  The  director  general  had  exactly  that  same  problem 
to  deal  with  in  1918  and  1919,  and  he  had  to  do  it  by  forcing  it  there. 
The  coal  did  not  move  voluntarily.  It  went  in  other  directions.  The 
price  and  trade  conditions  and  all  that  sort  of  thin^  entered  into  it. 

This  year  the  exact  same  situation  came  about  again.  The  coal  did 
not  move  to  the  Northwest,  and  finally  on  the  1st  of  July  it  came 
about  that  this  year  the  volume  of  coal  moving  to  the  Northwest  via 
the  Lakes  was  trom  5,000,000  to  6,000,000  tons  less  than  it  was  the 
same  period  a  year  ago,  and  unless  something  was  done  to  help  it, 
it  was  clear  that  instead  of  getting,  say,  25,000,000  tons  up  the  Lakes 
before  the  close  of  navigation  they  probably  would  not  get  over 
15,000,000,  and  there  would  be  a  sliortage  of  10,000,000  up  in  that 
cold  country  next  winter  and  no  way  of  getting  relief.  It  was 
thought  that  was  an  emergency.  T  think  that  is  an  emergency.  As  I 
understand  the  word  "  emergency,"  it  is  as  near  an  emergency  as  any- 
thing I  can  think  of. 

The  facts  were  brought  to  the  attention  of  the  Interstate  Commerce 
Commission  and  they  made  an  order  on  the  railroads  and  on  the  coal 
operators.    The  character  of  the  order  was  worked  out  as  the  result 
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of  couferences  between  railroad  managers  and  coal  operators.  The 
commission  gave  its  order,  the  effect  of  it  being  that  4,000  cars  of  coal 
were  to  be  loaded  every  day  and  moved  by  the  railroads  to  Lake  Erie 
ports  from  the  time  the  order  was  given  until  the  end  of  navigation 
in  order  that  we  might  get  enough  coal  up  there  to  keep  the  North- 
west going  next  winter.    That  was  one  emergency  problem. 

Another  one  was  the  New  England  situation.  Governors  from 
New  England  came  to  Washington  and  met  the  car  service  commis- 
sion and  the  members  of  the  Interstate  Commerce  Commission  and 
represented  that  unless  there  was  a  large  movement  of  coal  into  New 
England  there  would  be  a  coal  famine  there  next  winter  and  that 
industries  would  be  obliged  to  shut  down  and  large  numbers  of 
workmen  would  be  thrown  out  of  employment. 

The  information  based  on  past  operations  showed  that  New  Eng- 
land required  from  25,000,000  to  26,000,000  tons  of  bituminous  coal 
each  12-month  period,  somewhere  in  that  vicinity.  The  estimates 
vai^  somewhat,  but  it  will  be  safe  enough  in  calling  it  25,000,000, 
perhaps.  We  also  know  that  the  railroads  at  the  outside  can  only 
carry  a  million  tons  a  month  into  New  England.  As  a  matter  of 
fact,  they  never  have  carried  that,  but  they  probably  can ;  so  that  if 
New  England  needs  25,000,000  tons  of  coal  a  year  and  the  railroads 
can  only  carry  one-half  that  amount,  the  other  half  has  got  to  go 
some  other  way,  and  the  only  other  way  there  is  is  to  go  in  oy  water, 
and  that  is  the  way  it  has  been  ^oing  in  the  past. 

Previous  to  the  war  two-thirds  of  the  coal  that  went  into  New 
England  went  from  mines  in  Pennsylvania  and  Virginia  and  was 
hauled  by  the  railroads  to  ChesapeaKe  Bay  points,  Delaware  River 
to  New  York  tidewater  points,  and  then  was  moved  by  boats  to  cities 
on  the  sound  to  Boston  and  Portland.  When  the  war  came  on  those 
boats  were  taken  away  and  the  coal  had  to  go  by  rail,  and  that  is 
what  brought  about  that  acute  fuel  situation  in  New  England  in 
January,  1918.  The  railroads  were  unable  to  carry  more  than  about 
one-half  that  they  needed  and  the  boats  were  not  available,  and  the 
Secretary  of  the  Navy  was  obliged  to  take  some  of  the  Government 
colliers  and  carry  coal  to  New  England  in  order  to  meet  the  situation. 
The  New  England  people,  of  course,  were  frightened  again.  They 
see  such  a  thing  staring  them  in  the  face  this  year  and  they  say  that 
more  coal  must  go  into  New  England.  ^ 

A  great  manv  things  entered  into  the  discussion.  It  was  claimed 
by  some  that  tne  people  in  New  England  had  not  got  the  coal  and 
were  not  willing  to  pay  the  price.  It  was  claimed  by  others  that  the 
railroads  had  not  furnished  cars  and  it  was  claimed  by  others,  when 
they  did  furnish  the  cars,  the  producers  shipped  the  coal  somewhere 
else.  I  do  not  know  what  the  facts  were,  but  in  any  event  this  is 
what  happened.  The  conference  between  the  railroad  managers  and 
the  coal  operators  was  brought  about  and  after  a  full  discussion  of 
the  matter,  this  conference  being  participated  in  by  Mr.  Storrow 
and  other  men  of  New  England  representinio:  the  situation,  it  was 
found  that  in  order  to  meet  New  England  requirements,  about  350,000 
tons  a  month  more  coal  should  go  into  New  England  than  actually 
was  going  in  during  the  first  seven  months  of  this  year. 

There  seemed  to  be  going  in  by  rail  all  the  coal  that  could  go  in  by 
wil  but  a  smaller  amount  was  going  in  by  water  than  should  ^o  in 
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by  water.  It  was  difficult  to  understand  why  that  should  be  so  be- 
cause there  was  a  surplus  of  boats  at  Hampton  Roads  and  in  New 
York,  but  it  developed  upon  inquiry  that  the  rail-and-water  rate 
which  before  the  war  was  much  lower  from  West  Virginia  to  New 
England  points,  some  50  or  70  cents  lower  than  the  all-railroad  rate, 
was  now  $1.50  higher  than  the  all-rail  rate,  and  people  were  not  will- 
ing to  ship  by  water  into  New  England  and  pay  $1.50  a  ton  more, 
if  they  could  ship  by  rail  and  pay  |l.50  a  ton  less.  Those  who  were 
shippmg  by  water  were  forced  to  do  it  and  were  forced  to  paj  a 
higher  water  rate  because  they  could  not  get  the  rail  transportation. 

I  went  to  see  Admiral  Benson  about  the  matter,  my  purpose  being 
to  ask  him  first  if  he  could  not  put  more  boats  in  the  service,  because 
1  understood  at  first  there  was  a  shortage  of  boats.  I  learned  that 
there  were  plenty  of  boats.  He  said  he  did  have  boats  that  he  could 
put  in.  I  then  asked  him  if  he  could  not  reduce  his  water  rate  to 
carrv  coal  to  New  England  at  a  rate  at  least  no  greater  than  the  rail- 
roads were  carrying  it  for,  and  after  some  discussion  it  seemed  to 
develop  that  the  rate  at  which  they  were  now  carrying  the  coal  by 
water  was  not  compensatory  and  the  Shipping  Board  did  not  feel 
that  it  could  reduce  the  water  rate  at  that  time  without  sustaining  a 
loss.  So  he  was  unwilling  to  reduce  the  rate,  and  that  is  exactly  how 
the  matter  stands  to-day,  with  this  exception. 

The  Interstate  Commerce  Commission  gave  its  order,  7  or  8,  or  9, 
I  do  not  remember  the  number,  but  the  effect  of  it  was  that  the  rail- 
roads should  furnish  cars  enough  to  mines  specified,  to  be  loaded 
with  350,000  tons  of  coal  each  month,  in  addition  to  what  had  been 
going,  and  that  they  should  move  that  coal  in  preference  to  tide- 
water points  and  it  should  go  to  New  England  to  take  care  of  that 
situation. 

Those  two  priority  orders,  one  to  ship  coal  to  New  England  and 
one  to  si  lip  coal  to  the  Northwest  were  given  because  it  was  believed 
emergencies  were  developing  that  made  it  in  the  public  interest 
necessary  to  take  that  action.  I  believe  that  view  was  absolutely 
right.  1  recommended  that  the  commission  give  those  orders,  and  I 
think  they  were  right  in  giving  them.  The  order  to  give  preference 
to  the  loading  of  coal  cars  for  the  time  being  was  for  the  general 
purpose  of  increasing  the  output  of  coal  so  that  people  could  begin 
to  accumulate. 

Yon  must  bear  in  mind  that  during  the  year  1918,  when  we  had 
a  fuel  administrator  and  a  director  general,  special  efforts  were  made 
to  increase  the  output  of  coal  because  it  was  thought  necessary  in 
connection  with  the  war;  and  a  larger  output  of  coal  was  shown 
that  year  than  ever  before  or  since;  and  at  the  time  of  the  armistice, 
in  November,  1918,  I  am  told  there  was  a  larger  stock  of  coal  on 
hand  above  ground  than  ever  before  in  this  country  that  we  have  any 
record  of.  But  immediately  after  the  signing  of  the  armistice, 
people  stopped  buying  coal.  There  seemed  to  be  the  thought  that 
coal  was  gomg  to  be  cheaper  and  they  used  up  their  stocks  of  coal 
to  a  very  considerable  extent.  Contracts  were  not  renewed  and  I 
know  it  to  be  a  fact  that  stocks  generally  were  drawn  upon  for  some 
months.  Then  again  in  the  fall  of  1919,  there  was  quite  a  general 
coal  strike  which  it  has  been  estimated  reduced  the  output  from 
45,000,000  to  50,000,000,  perhaps  60,000,000,  tons  of  coal.     I  have 
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seen  different  figures  stated.  The  result,  however,  of  using  stocks 
that  had  been  accumulating  early  in  1919,  together  with  the  strike 
that  took  place  in  November,  1919,  the  effect  of  those  two  influences 
was  to  practically  wipe  out  all  accumulated  stocks  of  soft  coal  in 
this  country,  as  I  understand  it.  I  am  telling  you  what  my  under- 
standing is. 

Tlien  we  came  to  the  spring  of  this  year  with  no  accumulated 
stocks  on  hand  and  a  rather  active  demand,  accentuated  somewhat 
by  a  foreign  demand,  which  has  taken  as  much  as  1,760,000  to 
2,000,000  tons  of  coal  a  month  overseas. 

We  are  producing,  I  take  it,  as  much  coal  at  the  present  time,  as 
we  need  to  meet  the  current  r^uirements,  but  we  have  not  been 
accumulating  for  next  winter.  With  that  situation  confronting  the 
commission,  they  felt  and  I  think  thev  were  right  in  feeling,  that  it 
was  their  duty  to  do  what  they  coulcl  to  increase  the  production  of 
coal,  so  that  between  now  and  the  fall,  not  only  would  the  Northwest 
be  provided  and  New  England  be  provided,  but  that  stocks  gen- 
erally should  be  built  up  so  that  the  country  should  not  be  short  of 
coal  next  winter. 

These  priority  orders  have  all  been  sfiven  because  it  was  believed 
that  these  conditions  that  I  have  referred  to  justified  that  action  and 
I  fully  agree  with  it. 

The  Chairman.  Then,  did  you  believe  an  emergency  existed  ? 

Mr.  WrLiiARD.  I  certainly  do. 

The  Chairman.  And  the  orders  were  justified? 

Mr.  WnxARD.  I  certainly  do,  and  such  a  measure  as  was  con- 
templated in  the  transportation  act. 

Tne  Chairman.  How  are  these  orders  working  now  in  the  interest 
of  the  transportation  of  coal?  Are  you  able  to  increase  vour  ship- 
ments and  are  you  going  to  meet  the  needs  of  the  country? 

Mr.  WiLLARD.  I  think  we  will,  but  there  again  we  have  had  an- 
other very  serious  problem  to  deal  with,  and  it  has  only  just  been 
cleared  away.  The  railroads  in  the  country  as  a  whole  performed 
a  very  large  volume  of  transportation  in  the  month  of  March.  But, 
beginning  in  April,  a  switchmen's  strike  started  in  Chicago  which 
spread  generally  all  through  the  eastern  and  southeastern  part  of 
the  country  and  somewhat  in  the  Central  West.  The  effect  of  that 
strike  was  to  reduce  the  amount  of  business  that  the  railroads  were 
handling.  I  should  guess — and  I  am  only  guessing  on  this — but  it 
undoubtedly  reduced  the  volume  of  business  from  10  or  15  or  20  per 
cent.  In  any  event  it  increased  the  delayed  business,  which  did  not 
number  more  than  twenty-five  or  thirty  thousand  cars ;  it  resulted  in 
nearly  300,000  cars;  in  tact,  285,000  cars  being  held  for  movement 
due  to  that  strike  situation.  That  situation  continued  at  times  some- 
what better  and  at  other  times  worse  until  the  labor  award  was  given 
out  just  10  davs  or  2  weeks  ago. 

That  situation  is  clearing  up,  but  because  of  that  fact  the  railroads 
were  not  able  themselves  to  make  the  best  use  possible  of  the  cars 
that  thev  did  have  and  they  did  not  get  as  much  coal  loaded  as  un- 
doubtedly would  have  been  loaded  but  for  those  strikes.  However, 
the  reports  published  by  the  Geological  Survey  indicate  that  during 
the  week  of  July  6  the  mines  in  this  country  were  loading  at  the  rate 
of  about  12,000,000  tons  a  week,  and  that  is  what  we  wanted  to  reach. 
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But  a  little  later  on  the  coal  miners'  strike  broke  out  in  Indiana  and 
Illinois,  and  that  lasted  for  three  weeks,  which  reduced  the  output 
down  to  nine  and  a  half  million  tons.  It  is  believed  that  the  output 
of  the  coal  mines  this  week  will  be  probably  11,000,000  tons  and  per- 
haps next  week  it  will  be  going  at  the  full  12,000,000  tons.  Ii  so, 
that  will  take  care  of  the  situation. 

The  Chairman.  Have  the  coal  miners  returned  to  work? 

Mr.  WiLiiARD.  Yes;  generally.  There  is  quite  a  strike,  I  under- 
stand, in  the  anthracite  region  at  the  present  time  which  is  having  a 
perceptible  effect,  but  the  bituminous  coal  operators  generally  are  at 
work,  I  understand. 

The  Chairman.  Are  there  any  railroad  strikes  of  any  size? 

Mr.  Willard.  Not  now,  no.  The  switchmen's  strike  is  not  wholly- 
settled  in  Chicago  and  Cleveland  and  some  other  points,  but  it  is  so 
much  better  than  it  was  that  it  is  not  materially  affecting  railway 
operations. 

The  Chairman.  Will  these  wage  settlements  recommended  by  the 
Gk>vemment  wage  board  be  accepted  generally? 

Mr.  Willard.  I  think  they  will,  generally. 

The  Chairman.  By  the  men  and  the  companies? 

Mr.  Willard.  Yes;  the  companies  will  certainly  accept  them  and 
I  think  the  men  will,  as  a  whole. 

The  Chairman.  You  said  a  moment  ago  that  a  great  many  people 
in  the  country,  industries  perhaps,  and  others,  failed  to  lay  in  a  sur- 
plus supply  of  coal  after  the  armistice,  feeling  perhaps  there  would 
be  a  reduction  of  price. 

Mr.  Willard.  I  rather  think  so.  That  is  my  understanding.  Per- 
haps I  should  not  have  put  it  in  that  way.  They  had  laid  m  large 
stocks  and  they  used  up  those  stocks,  and  I  think  rather  properly  so^ 
because  coal  deteriorates  if  it  is  left  lying  too  long.  The  active  indus- 
trial situation  which  justified  them  in  building  up  stocks  had  ceased, 
and  I  suppose  they  might  have  thought  it  was  well  to  use  up  soDae 
of  their  accumulated  stocks  and  prevent  deterioration.  Then  they 
might  have  thought,  very  properly  so,  that  coal  would  be  cheaper. 
I  think  some  people  did. 

The  Chairman.  What  was  the  policy  of  the  railroad  director  in 
that  regard? 

Mr.  Willard.  I  had  not  anything  to  do  with  that.  I  do  not  know 
except  this,  that  it  was  the  general  policy  of  the  railroads  to  have 
contracts  running  for  periods — railroads  that  I  am  acquainted  with. 
But  I  think  the  director  general  perhaps  did  not  buy  coal  quite  as 
freely  as  might  have  been  well,  rather  expecting  that  prices  would 
be  lower  later  on.  I  get  that  impression.  I  was  not  with  the  Rail- 
road Administration  so  I  do  not  know. 

The  Chatr^vfan.  The  committee  has  been  informed  that  a  great 
deal  of  the  actual  difficulty  to-day  is  the  result  of  the  neglect  of  the 
director  to  see  that  surplus  supply  was  provided. 

Mr.  Willard.  I  have  heard  that  stated.  I  can  not  conceive — I  can 
not  state  of  my  own  knowledge.  The  Baltimore  &  Ohio  road,  with 
which  I  am  connected,  runs  through  almost  a  solid  coal  field,  and 
it  has  never  been  our  practice  in  the  past  to  store  up  coal  in  advance^ 
because  we  produce  so  much  coal  everywhere  all  the  time.  At  the  end 
of  Federal  control  we  did  not  have  stock,  but  it  is  fair  to  say  that 
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we  would  not  l^ave  had  stock.  I  think  we  would  have  had  our  con- 
tracts in  better  shape,  probably,  but  that  is  a  detail.  As  to  the  roads 
generally,  I  am  not  competent  to  speak. 

The  Chaisman.  Our  information  was  that  that  has  been  the 
trouble^nd  much  of  the  trouble. 

Mr.  WiLLABD.  Well,  that  may  be  true ;  I  do  not  know  of  my  own 
knowledge. 

Mr.  MiLiJER.  You  have  on  hund  to-«lay  about  four  days'  supply? 

Mr.  WiLLARD.  In  the  United  States  as  a  whole.  Seemingly,  that  is 
the  best  mformation  we  can  get. 

Mr.  Miller.  The  statistics  ^iven  by  Mr.  Willard,  perhaps  you 
mi^ht  put  into  the  record  at  this  point. 

(The  papers  referred  to  by  Mr.  Willard  are  here  printed  in  full, 
as  fallows :) 

[Tbe  Baltimore  &  Ohio  Railroad  Co.,   Daniel   Willard.  president,  Baltimore,  Md.] 


Nkw  Yokk.  Augunt  9.  1020, 
Mr.  Fraxkt.in  T.  Miller, 

^^pcrial  .{Msintaut  to  i^vnate  Committee  on 

Reconstruction  and  Production, 

My  Okak  ^1r.  Miller:  Wl»eii  I  was  .-.t  your  office  a  ft*w  days  since  you  asked 
me  if  I  could  get  you  Information  showing  the  number  of  cars  of  company  coal 
carried  oii  hand  by  thr  railroads  in  the  United  States  as  a  whole  for  some  period 
of  time.  I  find  upon  inquirj*  that  tiiese  figures  have  l)eon  kept  by  the  Car  Serv- 
ice Commission  in  Washington  since  the  1st  of  January,  1918,  and  on  the  three 
shfets  next  attaches!  the  number  of  cars  lield  for  company  use  Is  shown  by 
weekly  periods.  You  will  note  that  the  average  number  of  cars  so  held  during 
tbe  year  1918  was  38,308;  during  the  year  1919,  42,110;  and  during  the  first 
seven  months  of  the  present  year,  31,630.  While  the  average  for  the  first  seven 
months  of  the  present  year  was,  as  shown  just  above,  31,630,  the  actual  number 
of  cars  on  hand  the  last  week  in  July  was  only  27,161. 

I  8uppot>e  this  would  mean  approximately  1,350,000  t<ms  of  coal  held  at  all 
points  in  the  United  States  in  cars  for  railroad  use,  and  I  would  also  suppose, 
although  I  have  no  definite  information,  that  the  amount  of  coal  so  held  would 
represent  about  what  tlie  railroads  as  a  whole  would'  use  in  every  thn  e  to  live 
days.  I  doubt  if  it  would  be  possible  for  the  railroads  to  safely  reduce  the 
nnmbe'-  of  csirs  held  in  this  way. 

I  may  add  also  in  this  connection  that  it  is  the  practice  of  many  of  the  roads, 
pr«»bably  all  of  the  roads  to  a  greater  or  less  extent,  to  carry  at  le.ist  a  portion 
of  their  suri'lu^  ^^«''  ^^  ^^^^  unfit  for  general  revenue  business,  so  the  figures 
that  are  shown  on  the  attached  sheets  do  not  by  any  means  indicate  that  the 
cars  Ht)  held,  if  unh)aded,  could  h^  used  for  movement  of  reveime  freight. 

If  there  is  any  further  information  which  you  des.e  i  i  tills  connecthm.  I 
shall  he  ver>'  glad  indeed  to  furnish  it  if  possibl*/  to  do  so. 
Very  truly,  yours, 

1>.  Willard. 
Chairman  Advisory  Committee. 

Anierican  Railroad  Association  Commission  on  Car  Service — Cars  of  company 
fuel,  coal  and  coke,  on  hand  for  years  1918,  1919,  and  1920  to  date. 


1920. 


Jan. 
Jan. 
Jan. 


2 38,001 

9 36,678 

16 83,630 

Jan.  23 82,399 

Jan.  30 ' 32,997 

Feb.  6 31.785 

Feb.  13...        84,423 

Feb.  20..... 80,791 

Ffch.  27 82,158 

Mar.  5 32,310 


1920~Continued. 

Mar.  12 31,542 

Mar.  19 31,578 

Mar.  26 29,663 

Apr.  2 30,842 

Apr.  9 29.  723 

Apr.  16 31,073 

Apr.  23 32,765 

Apr.  30 34, 138 

May  7 35,133 

May  14 33.340 
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1920— Oontiniied. 

May  21 32.025 

May  28 32,335 

June  4 32. 151 

June  11 29,163 

June  18 29,798 

June  25 27, 616 

July  2 28, 313 

July  9 28.214 

July  16 27,148 

July  23 - 27,161 


Jan. 

Jan. 

Jan. 

Jan. 

Jan. 

Feb. 

Feb. 

Feb. 

Feb. 

Mnr. 

Mar. 

Mar. 

Mar. 

Apr. 

Apr. 

Apr. 

Apr. 

May 

May 

May 

May 

May 

June 

June 

June 

.Fune 

July 

July 

July 

July 

Auff. 

Aug. 

Au?:. 

Aug. 


Average 31, 630 

1919. 

3 50.034 

10 45.787 

17 49,945 

24 - 53, 191 

31 55, 458 

7 54,941 

14 50,941 

21 49,291 

28 47.  429 

7 47.301 

14 49,256 

21 49,  576 

28 J 50,904 

4 52.405 

11 51,490 

18 48,399 

25 45,921 

2 48,789 

9 47,718 

16 47.303 

23 48,749 

30 49,600 

6 51,772 

13 ' 51,149 

20 50,203 

27 49,260 

4 47,210 

11 43.625 

18 43,633 

25 42,275 

1 40,746 

8 88,154 

15 36.012 

22 33.790 


1919--Ooiftliiiied. 

Aug.  29 31, 877 

S^t  5 29, 539 

Sept  12 27, 692 

Sept  19 26, 511 

Sept  26 26. 216 

Oct.  8 27. 303 

Oct  10 28. 589 

Oct.  17 29,  232 

Oct  24 29. 114 

Oct  31 29, 191 

Nov.  7 34,412 

Nov.  14 30,224 

Nov.  21 30, 301 

Nov.  28 30,732 

Dec.  5 37,052 

Dec.  12 40.217 

Dec.  19 40,189 

Dec.  26 39.792 


Average 42,110 

1918. 

Jan.  1 29,385 

Jan.  15 34,300 

Feb.  1 31,853 

Feb.  15 35,849 

Mar.  1 37.968 

Mar.  15 41.  752 

Apr.  1 46.266 

Apr.  15 41.840 

May  1 41,300 

May  15 41,  988 

June  1 42.652 

June  15 39.460 

July  1 37.339 

July  15 36,038 

Aug.  1 37,  768 

Aug.  15 40, 157 

Sept  1 36. 443 

Sept  15 33.397 

Oct  15 36. 247 

Nov.  8 ^3.720 

Dec.  6 39.288 

Dec.  13 36,094 

Dt^c.  20 40,125 

Dec.  27 48.165 


Average 38,308 

Mr.  WiLLARD.  I  think  I  got  this  prepared  at  Mr.  Miller's  request, 
showing  the  number  of  cars  of  coal  held  in  the  United  States  with 
fuel  coal  to-day.  It  is  much  lower  to-day  than  it  has  ever  been  at 
any  time  since  that  record  has  been  kept.  It  has  only  been  kept 
three  years. 

The  Chairman.  This  deals  with  the  surplus  supplies  of  the  rail- 
roads? 

Mr.  WiLLARD.  Yes.  That  is  an  estimate.  It  might  be  five  days 
or  three  days.     Somewhat  around  that,  four  or  five  days. 

The  Chairman.  Mr.  Willard,  do  you  believe  that  priorities  are 
right  in  principle? 

Mr.  WiLLARD.  Absolutely,  in  cases  of  emergency. 

The  Chairman.  Are  they  wholly  effective  in  practice? 
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Mr.  WiLLARD.  Well,  I  do  not  know  that  anything  is  wholly  effec- 
tive. You  must  bear  this  in  mind.  The  transportation  act  is  a  new 
act  and  we  are  taking  a  step  forward  in  railroamng,  in  our  conception 
of  the  duty  of  the  railroaas.  As  I  pointed  out  at  the  beginning,  no 
one  ever  seemed  to  think  10  years  ago  that  it  was  the  duty  of  one 
railroad  to  see  that  another  railroad  was  able  to  do  business  or  to 
take  care  of  its  business,  but  to-dav  there  is  a  general  public  con- 
ception that  the  railroads  as  a  whole  must  take  care  of  the  bu&liness 
of  the  country  as  a  whole,  and  that  is  what  we  are  trying  to  do.  If 
that  conception  is  right,  tnen  I  am  sure  it  must  also  be  right  that  in 
times  of  emergency,  as  the  transportation  act  provides,  it  might  come 
about  that  in  the  public  interest  one  kind  of  business  ought  to  be 
moved  faster  than  some  other  kind  of  business  less  important,  not 
unimportant,  but  less  important  in  the  public  interest  at  that  par- 
ticular time.    I  think  that  is  a  sound  principle. 

The  Chairman.  I  think  it  is,  Mr.  Willard,  but,  of  course,  these 
priority  orders  often  work  favorably  to  the  interest  of  some  and  a 
grave  injustice,  if  not  almost  destruction,  to  others. 

Mr.  WnxARD.  That  is  so.  It  has  been  with  considerable  reason 
that  in  the  application  of  priority  orders  in  favor  of  the  movement- 
of  soft  coal  that  some  of  the  coal  that  is  being  so  moved  is  being 
used  in  ways  that  might  be  said  to  be  inimical  to  the  public  interest, 
certainly  not  in  the  public  interest,  and  that  coal  for  that  purpose 
ought  not  to  be  given  priority  movement.  I  grant  that,  but  it  is  one 
of  the  details  of  the  whole  problem ;  and  unless  you  go  back  to  the 
idea  of  a  fuel  administrator  and  all  that  that  implies,  I  do  not  see 
how  you  are  going  to  cover  a  matter  of  that  kind.  It  is  one  of  the 
little  evils  that  you  have  to  take  to  bring  about  a  greater  good. 

The  Chairman.  What  do  you  think  about  the  feasibility  of  going 
back  to  the  Federal  control  of  fuel  supply  and  distribution  ? 

Mr.  WnxARD.  I  am  opposed  to  the  whole  thing  in  principle.  That 
is  not  the  way  we  have  done  it  in  this  country.  I  do  not  think  we 
should  have  fuel  administrators  or  any  other  kind  of  administrators 
except  as  they  may  be  necessary  in  some  particular  emergency.  In 
principle  I  am  opposed  to  it. 

The  Chairman.  In  the  drafting  of  these  priority  orders  the  rail- 
road authorities  were  quite  generally  consulted,  were  they  not  ? 

Mr.  WnxARD.  Oh,  yes;  we  were  consulted^as  to  the  thing  to  be 
accomplished.    The  commission  prepared  the  order  themselves. 

The  Chairman.  Were  any  of  these  orders  issued  at  the  direct  re- 
quest of  the  railways? 

Mr.  Willard.  I  think  all  of  them  were.  I  think  we  recommended 
that  they  all  be  issued. 

The  Chairman.  They  were  urged  on  the  commission,  too? 

Mr.  WiLiiARD.  Yes ;  1  put  it  that  way.  If  I  did  not  urge  them^  i 
would  have  urged  them  if  I  had  had  the  opportunities.  Others  did, 
I  suppose. 

The  Chairman.  This  committee  had  a  good  deal  to  do  with  secur- 
ing a  hearing  before  this  commission  on  July  9,  having  to  do  with 
the  distribution  and  transportation  of  building  material.  You  were 
there,  were  you  not  ? 

Mr.  Willard.  Yes. 

The  Chairman.  Were  you  there  at  the  request  of  the  commission? 
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Mr.  WiLLARD.  No;  I  just  came  there.  I  got  a  notice  of  the  hear- 
ing, as  everybody  else  did,  and  as  chairman  of  the  advisory  com- 
mittee it  just  occurred  to  me  that  probably  I  ought  to  be  there ;  and 
so  I  was  there. 

The  Chairman.  I  notice  by  the  hearings  that  you  closed  the  dis- 
cussion that  day. 

Mr.  WiLLARD.  Well,  I  did,  because  there  was  not  anybody  else 
there  representing  the  railroads,  and  they  asked  me  if  I  had  any- 
thing to  say  and  I  did ;  and  so  I  said  it.  I  stayed  there.  I  heard 
all  that  was  said  during  the  three  days. 

The  Chairman.  Did  you  prepare  the  findings  of  the  commission 
as  a  result  of  that  hearing? 

Mr.  WiLLARD.  No ;  I  didn't  see  them  at  all.  I  left  that  afternoon. 
Whatever  the  findings  were  I  learned  by  letter  from  the  commission, 
as  I  presume  the  others  did. 

The  Chairman.  You  had  nothing  to  do  with  preparing  the  find- 
ings? 

Mr.  WiLLARD.  Oh,  no;  nothing  at  all. 

The  Chairman.  In  that  instance? 

Mr.  WiLLARD.  Not  in  that  instance.  This  may  be  said  that  is  a 
matter  of  record,  that  in  the  remarks  that  I  made  before  the  commis- 
sion I  said  that  I  thought  the  orders  should  be  extended  and  not 
made  void  as  was  recommended,  but  I  thought  the  commission  might 
well  consider  exempting  more  cars,  making  a  little  better  definition 
of  what  was  a  coal  car,  that  I  suggested  some  other  things  that  I 
thought  might  be  done,  but  that  was  all  I  said  at  any  time.  What- 
ever I  said  to  the  commission  about  the  order  I  said  in  the  record. 

The  Chairman.  Have  j^ou  or  your  associates  conferred  with  the 
operators  in  regard  to  priority  orders  before  their  issuance  ? 

Mr.  WiLLARD.  Yes;  1  have.  I  can  not  say  that  so  many  of  my 
associates  have  done  that.  We  did  that,  beiore  the  New  England 
order  was  issued  and  possibly  the  Lake  orders.  The  members  of  the 
whole  advisory  committee  were  called  together  to  discuss  the  mat- 
ter, and  I  think  we  did  meet  some  of  the  coal  operators;  I  am  not 
sure  as  to  that.    We  did  in  the  New  England  case,  I  know. 

The  Chairman.  The  commission  has  conferred  with  the  operators, 
to  your  knowledge? 

Mr.  WiLLARD.  1  fancy  so. 

The  Chairman.  Before  issuing  these  orders  ? 

Mr.  WiLLARD.  Yes;  I  know  they  have  in  some  instances. 

The  Chairman.  I  am  asking  you  these  questions,  Mr.  Willard, 
because  from  all  over  the  country  come  letters  to  us  and  demands 
for  relief  for  housing.  That  was  the  primary  purpose  of  this 
committee  when  it  was  appointed,  although  in  the  resolution  we  are 
given  extensive  authority  to  inquire  into  other  things,  and  there  is 
a  feeling  among  many  people  throughout  the  country  that  perhaps 
those  coal  orders  went  too  far  as  against  the  interest  of  the  rest. 
During  certain  periods  of  the  year,  for  instance,  building  is  easy 
to  be  done,  perhaps  from  the  1st  of  May  to  the  1st  of  November, 
and  after  that  it  is  more  difficult  and  much  more  expensive,  and  a 
lot  of  people  feel  that  perhaps  one  of  the  great  crying  needs  will 
be  to  see  that  in  the  great  cities  of  the  country  something  is  done  to 
increase  housing  for  people  to  live  in,  and  we  have  talked  to  you 
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about  that,  and  we  are  trying  to  do  something  to  help  that  situation. 
I  have  a  question  here  which  deals  with  that:  Were  other  interests 
considered  in  formulating  these  recommendations? 

Mr.  WiLLARD.  Of  course,  in  formulating  the  recommendations  it 
was  done  with  the  full  appreciation  of  the  effect  which  it  would  have 
upon  the  movement  of  other  material,  not  with  reference  to  any 
specific  thing.  It  was  appreciated,  of  course,  that  that  would  re- 
strict the  movement  of  material  necessary  for  road  building  and  the 
putting  up  of  buildings  of  various  kinds,  and  all  that  sort  of  thing. 
That  was  known,  but  I  think  we  must  first  of  all  keep  this  con- 
stantly in  mind :  We  are  at  the  moment  confronted  with  an  actual 
shortage  of  transportation  facilities.  That  we  must  accept  as  a 
starting  point. 

Now,  having  a  situation  where  there  are  not  sufficient  transporta- 
tion facilities  to  go  around  and  to  move  all  of  the  business  that  wants 
to  move,  what  would  you  do,  what  ought  you  to  do?  Should  you 
move  everything  on  a  basis  of  parity  with  everything  else,  whether 
it  was  of  importance  to  the  public  or  not,  or  should  you  exercise  a 
wise  discrimination  as  contemplated  in  the  law.  I  tnink  that  that 
is  the  course  you  should  follow  and  that  is  the  course  the  commis- 
sion did  follow.  In  being  hiunan  they  may  not  have  followed  it  in 
the  best  possible  way,  but  so  far  as  I  can  see  I  think  the  commis- 
sion did  exactly  right  in  issuing  these  priority  orders,  all  of  them 
that  had  been  given  up  to  date. 

Now,  I  don't  think  it  necessarily  follows  that  with  these  priori- 
ties in  effect  that  all  of  road  builaing  or  all  construction  of  nouses 
and  shops  is  going  to  stop.  Undoubtedly  activities  of  that  kind  will 
be  checfeed  some  if  they  depend  on  transportation  by  rail,  because 
there  isn't  at  this  moment  enough  transportation  by  rail  to  go 
around,  and  we  have  got  to  deal  with  that  situation. 

Now,  the  reason  there  isn't  transportation  enough  to  ^o  around, 
if  I  may  speak  of  that  phase  of  it  a  minute,  is  clear,  so  it  seems  to 
me,  and  I  am  speaking  not  in  criticism  of  anything;  I  am  just  try- 
ing to  state  the  tacts  as  I  understand  them. 

During  the  period  of  Federal  control  of  26  months  the  Govern- 
ment purchased  100,000  new  freight  cars  and  2,000  locomotives. 
That  wasn't  quite  as  much  as  the  railroads  had  been  in  the  habit 
of  purchasing  for  12  months,  and  the  Government  only  made  that 
purchase  in  26  months.  So  apparently  there  wasn't  purchased  dur- 
ing that  period  the  customary  amount  of  new  railway  equipment  to 
keep  up  with  the  needs  of  the  country. 

The  Chairman.  Was  the  number  you  have  indicated  delivered? 

Mr.  WiLLARD.  It  has  been  delivered  now,  and  during  that  same 

Eeriod  there  were  some  40,000  or  50,000  delivered  that  were  purchased 
y  the  railroads  before  Federal  control,  but  which  went  into  the 
average  figures  purchased  in  those  periods. 

Now,  not  only  was  there — ^I  don't  want  to  say  a  failure  or  anything 
of  that  sort,  but  not  only  was  the  number  of  cars  purchased  during 
Federal  control  less  than  previous,  but  the  condition  of  the  cars 
at  the  end  of  Federal  control  was  much  less  efficient,  the  standard 
was  lower  than  was  customary  before  the  beginning  of  Federal  con- 
trol. There  again  I  am  not  criticizing.  During  the  war  it  was  de- 
sirable that  every  man  and  every  pound  of  steel  should  be  used  when 
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necessary  to  win  the  war.  That  we  always  consent  to,  and  most  of 
the  railroads  got  along  as  best  they  could.  But  the  roads  didn't 
take  care  of  the  cars  as  they  should  have.  They  didn't  fix  the  roofs, 
thev  didn't  fix  the  floors,  they  didn't  fix  the  sides,  and  the  result 
is  that  a  very  lar^  proportion  of  the  box  cars  are  unfit  to  carry  wheat 
and  flour  and  things  of  that  sort^  just  because  during  the  war  they 
used  the  available  men  and  material  to  do  something  else.  I  am  not 
criticizing.  Perhaps  the  practice  should  be  criticized;  I  am  not  at- 
tempting to  say  so.  I  prefer  to  say  it  was  an  actual  result  of  the 
war.  It  happened  anyway  and  that  is  a  condition  which  confronts 
us  to-day. 

Now,  we  are  trying,  the  railroads  are,  to  repair  the  cars.  We  have 
viewed  the  matter  this  way:  Here  is  a  situation  where  in  the  first 
place  we  haven't  got  enough  cars  and  enough  engines,  we  haven't 
got  enough  transportation  lacilities,  and  here  we  have  an  unlimited 
demand  for  movement  by  transportation  at  this  time.  Now,  what 
ought  we  to  do  ?  Why,  clearly  to  make  the  best  use  possible  and  the 
most  discriminating  use  possible  of  what  we  have  got. 

Now,  during  the  period  of  Federal  control  the  railway  facilities 
were  not  being  increased  as  everything  else  of  i)roductive  capacity 
was  being  increased.  Factories  were  being  built  in  an  immense 
proportion  and  old  factories  and  mills  were  being  enlarged,  more 
acres  were  cultivated  than  ever  before,  and  every  activity,  the  gen- 
erally productive  activities,  in  all  directions  were  very  greatly  in- 
creased during  the  war.  Of  course  shops  are  not  making  munitions 
now,  but  they  are  making  something  else,  they  are  using  some  of  the 
shops  for  otner  purposes. 

Mr.  Miller.  You  recognize  that  housing  was  curtailed  during  the 
war  to  a  greater  extent  than  railroads? 

Mr.  WHiLARD.  Housing  was  curtailed. 

Mr.  Miller.  But  to  a  greater  extent  than  railroads? 

Mr.  WiLLARD.  Well,  it  may  have  been. 

Mr.  Miller.  And  it  has  been  curtailed  since  the  war  even  more 
than  it  was  during  the  war? 

Mr.  WiLLARD.  That  may  be;  I  don't  know  that.  I  wouldn't  con- 
sider housing  as  necessarily  productive.  I  had  in  mind  only  those 
things  that  developed  freight,  producing  freight  things,  but  I  quite 
a^ee  with  you  that  house  building  couldn't  go  on  and  road  building 
didn't  go  on,  and  so  that  while  they  are  not  producers  of  freight  in 
an  active  sense  in  a  negative  way  they  are. 

There  is  an  accumulated  demand  tor  house-building  material  and 
road-building  material  which  adds  to  the  demands  for  transportation 
at  the  present  time  as  the  result  of  the  war.  Now,  that  is  the  situa- 
tion to  be  dealt  with.  You  can  not  handle  all  of  it  just  now.  The 
railroads  can  not  ^et  new  cars  and  new  eni^ines  immediately  if  we 
had  the  money.  It  takes  time,  and  probably  it  would  be  some  months 
before  we  could  add  very  greatly  in  the  way  of  new  cars  and  new 
engines.  Now,  we  must  try  and  do  the  best  with  what  we  have.  Even 
if  we  do  the  best  we  are  able  to  do  with  what  we  have  we  can  not 
do  it  all. 

Well,  is  there  any  relative  importance  between  the  things  to  be 
done  ?  The  commission  thought  there  was :  that  the  question  of  coal 
was  of  the  first  importance,  and  I  thought  so,  too;  but  I  think  it  is 
important  to  do  all  these  other  things,  and  I  said  at  this  hearing  in 


RECONSTRUCTION   AND  PRODUCTION.  145 

Washington  to  which  you  have  referred  that  I  believed  it  would  be 
possible  by  cooperation  between  the  carriers  and  the  representatives 
of  the  shippers  in  the  various  communities  to  move  in  some  volume 
the  things  necessary  to  carry  on  most  of  these  undertakings. 

To  be  specific,  I  think  we  should  make  a  special  eifort  to  move 
material  necessary  for  apartment  houses,  for  dwelling  houses,  for 
hospitals,  for  improvements  necessarj  from  the  public  sttuulpoint — 
pumping  plants,  water  facilities,  things  of  that  kind.  I  tliink  we 
should  make  it. possible  by  cooperation  to  move  tlie  materials  neci>s- 
sarv^  to  keep  our  streets  and  roads  in  repair,  and  wherever  roads  or 
streets  have  been  torn  up  because  of  contemplated  improvements 
all  of  that  material  should  be  furnished  to  put  all  of  them  in  good 
condition. 

Xow,  I  don't  believe  it  would  be  possible  to  go  forward  with  ex- 
tensive programs  of  road  reconstruction  right  at  this  moment.  I 
think  that  will  have  to  be  deferred  again,  unless  you  consider  them 
of  m(»re  importance  than  getting  coal  to  the  Northwest  or  some- 
thing of  that  sort.  1  think  that  will  have  to  be  checked  another  year. 
If  we  start  off  right  another  spring  and  begin  in  tlie  spring  early 
to  move  the  coal  to  the  Northwest  and  move  it  to  New  England 
and  not  let  H  all  back  up  in  the  tail  end  of  the  season,  I  think  we 
will  probably  get  through  next  summer  with  such  additional  facilities 
as  we  may  have,  so  that  there  will  be — I  hope  it  won't  be  necessary  to 
give  any  priority  orders  at  all  another  season,  and  I  very  strongly 
believe  that  it  will  not  be  necessary. 

But  this  season  these  priority  ordera  for  coal  movement  have  got 
to  stay  in  effect,  so  I  think,  until  November,  we  will  say,  else  there 
will  be  a  coal  shortage  up  north. 

Now,  during  that  time  we  can  do  a  lot  by  cooperation  to  take  care 
of  these  most  important  activities;  not  all  of  them,  but  those  that  I 
have  mentioned,  and  we  are  doing  it.  Since  the  meeting  in  Wash- 
ington conferences  have  been  held  in  Pittsburgli,  in  Philadelphia, 
in  Kaleigh,  N.  C,  and  many  have  taken  place  in  Washington. 

Now,  it  has  been  found  after  going  into  the  matter  tliat  in  some 
instances  the  railroad  officers  haven't  properly  interpreted  the  order, 
and  that  has  been  straightened  out,  and  it  has  been  found  that  the 
iiser  of  freight  could  procure  his  material  in  some  other  way  and 
take  advantage  of  the  movement  of  empty  cars,  and  then  some  70 
or  80  special  permits  have  been  granted  by  the  Interstate  (^ommerce 
Commission  on  the  recommendation  of  our  car-service  commission 
growing  out  of  the  conferences  such  as  I  have  referred  to,  these  per- 
mits taking  care  of  this  character  of  freight.  The  railroads  would 
be  ordered  to  assign  10  cars  or  15  cais,  »S  cars  a  day,  for  the  movement 
of  R  certain  kind  of  material  to  be  used  in  a  certain  pr.rpose. 

Now,  we  are  doing  that  constantly  all  the  time,  and  it  was  my 
sii<ro:estion  then  that  wherever  there  was  a  serious  situation  that 
really  ought  to  be  fixed — dwelling  houses  that  should  be  fixed  to  take 
care  of  people  who  have  no  homes,  hospitals,  water  works,  fire  de- 
partment, things  of  that  kind — I  am  sure  we  can  move  the  materials 
to  keep  all  these  things  going,  and  T  am  sure  the  commission  will 
modify  its  order  on  showing  made  in  particular  cases  so  far  as  m^v 
be  necessary  to  do  that,  providing  they  are  not  asked  to  modify  it 
sonr.ch  ".s  to  defcrt  the  purpose  of  the  priority  order  itself. 
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The  Chairman.  Mr.  Willard,  a  week  two  ago  we  had  a  meeting^ 
here  of  gentlemen  interested  in  building  material  to  see  what  coula 
be  (lone  to  bring  material  into  the  bigger  cities  in  the  East  to  relieve 
the  housing  shortage.  One  cement  manufacturer  told  me  that  he  was 
able  to  manufacture  and  ship  to  the  market  for  consumption  about 
^50,000  barrels  of  cement  a  month.  Under  the  transportation  condi- 
tions now  prevailing  he  could  only  ship  100,000.  The  same  thing 
came  from  like  people  and  other  people  interested? 

Mr.  Willard.  Yes;  but  I  don't  know  whether  the  market  de- 
n.jinded  all  of  his  output  or  not. 

The  Chairman.  At  the  same  time  the  building  interests  all  over 
this  cotmtrv  were  contending  that  they  were  very  short  of  building 
material :  that  men  who  wanted  cement  for  immediate  use  were  com- 
j)elle(l  to  buy  on  spot  orders.  That  all  tended  to  hold  back  building 
of  whatever  was  going  on  and  tended  to  increase  cost. 

Mr.  Willard.  Well,  I  am  informed  that  within  the  last  30  days 
tlu»re  has  been  generally  a  very  active  movement  of  cement.  As  I 
Migirested  to  Mr.  Miller.  I  believe  if  you  would  have  a  committee 
appointed  here  in  New  York  to  find  out  just  what  particular  con- 
struction of  an  important  character  in  your  opinion  ought  to  be 
started  at  once  in  the  public  interest  and  would  find  out  the  kinds  of 
material  necessary  to  go  on  with  the  construction  and  would  meet 
with  the  committee  of  railroad  officials,  of  which  Mr.  Truesdale  is  the 
chairman — and  I  have  asked  him  to  be  here  to-day,  so  that  he  might 
be  fully  acquainted  with  what  your  desires  are — I  believe  it  would  be 
possible,  in  spite  of  these  priority  orders,  to  bring  in  all  the  material 
that  you  need  for  those  important  purposes.  We  have  been  able  to 
do  it  elsewhere. 

The  Chairman.  I  don't  contend  here  that  the  only  difficulty  in  the 
housing  situation  is  the  transportation  question:  I  know  that  is  just 
one  phase  of  it. 

Mr.  Willard.  I  think  we  can  help  that. 

The  Chairman.  And  I  laiow  thal^  here  in  the  city  of  New  York. 
and  I  base  it  on  the  testimony  of  Mr.  Mann,  the  chairman  of  the 
mayor's  housing  committee,  who  is  our  present  tenement-house  com- 
missioner, that  we  are  going  to  be  short  this  fall  about  100,000  to 
120,000  apartments,  and  when  the  building-material  man  and  the 
builder  tells  me  that  he  can't  get  material  and  that  the  difficulty  is 
transportation,  that  seems  to  be  one  that  we  ought  to  try  to  help.  I 
have  here  part  of  the  testimony  before  that  hearing  of  tlie  Interstate 
Commerce  Commission  and  note  your  reference,  as  you  have  repeated 
again  here,  of  your  desire  and  the  railroad  men's  desire  to  keep  in 
close  cooperation  with  the  men  interested  in  the  housing  business  and 
in  the  use  of  building  material  generally,  and  then  I  know  of  vour 
talk  with  Mr.  Miller,  my  assistant  on  the  committee.  We  had  be- 
lieved that  your  idea  was  that  in  all  the  communities  where  there  was 
a  real  housing  need  a  committee  of  responsible  men  would  be  ap- 
pointed, as  you  have  suggested.  But  the  letter  that  we  received 
from  you  the  other  day  gave  us  the  impression  that  you  were  back»ng 
up  on  that  a  little  bit. 

Mr.  Wtli.ard.  The  letter  from  me?  I  am  sorry  if  I  gave  that  im- 
orc^^sion.  because  it  didn't  have  that  intent  at  all.  The  point  I  have 
in  mind   is  this:  A  local  committee,  or  rather,  the  subject  is  not 
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wholly  a  local  one.  It  reaches  out.  Now,  the  building  operations 
of  New  York  do  not,  so  far  as  transportation  is  concerned,  reach 
far  beyond  New  York.  What  I  meant  to  imply  was  that  it  might 
take  a  committee  of  a  little  broader  scope  than,  perhaps,  a  local 
committee.  During  the  war  it  was  one  of  the  functions  or  the  Di- 
rector General  and  of  the  Fuel  Administrator  to  readjust  all  orders 
wherever  possible  so  that  the  man  using  coal  would  be  accommo- 
dated— everything  else  to  close  down  whether  they  liked  it  or  not. 
I  think  at  the  same  time  that  in  times  of  emergency,  in  times  of 
peace,  we  might  consider  the  readjustment  of  orders  for  the  pur- 
pose of  transportation  and  make  better  use  of  cars.  Now,  that  is 
one  of  the  thin^  that  I  thought  should  be  considered.  I  am  sorry  I 
gave  you  that  unpression.  1  am  quite  of  the  same  opinion  that  I 
was  in  Washington,  and  all  the  conferences  that  wc  have  had  so 
far  have  served  to  confirm  me  that  much  can  be  accomplished  in 
that  way. 

The  Chaikman.  Since  our  first  talk  we  called  ui)on  the  railroads, 
as  you  suggested,  in  some  definite  cases,  and  have  gotten  results. 

Mr.  WiLLARD.  We  can  do  all  of  these  things,  J^en.itor. 

The  Chairman.  We  have  done  a  great  many  things  of  that  kind, 
but,  of  course,  that  isn't  our  function ;  but  your  suggestion  of  co- 
operation rather  impressed  us,  and  we  thought  this :  Where  we  could 
take  up  that,  and  wherever  some  effort  was  made  to  impose  ui>on  you 
or  anyone  else  in  expecting  something  to  be  done  ;  liat  couldn't  be 
done,  we  were  here  to  stand  them  off  where  it  was  unjust  or  unfair 
to  ask  you  those  things. 

Mr.  WiLLARD.  It  is  only  fair  that  I  should  say  that  whei  ever  we 
have  had  conferences  with  shippers  since  the  Washington  meeting 
we  found  the  shippers  most  willing  to  cooperate  in  every  possible 
way,  and  we  have  been  able,  I  think,  in  a  very  great  majority  of  the 
(ases  either  to  meet  their  wants  or  to  partly  satisfy  them ;  their  wants, 
of  course,  might,  in  some  cases,  have  to  be  postponed  for  a  time.  In 
jiny  event,  the  conferences  have  been  very  cordial  and  in  most  in- 
stiices  we  have  been  able  to  meet  the  situation. 

Now,  please  understand  this:  I  don't  want  you  to  think  from 
anything  that  I  say  that  the  railroads  by  cooperation  or  any  other 
way  wiU  be  able  to  move  all  the  building  material  and  road  material 
necessary  to  go  on  with  great,  extensive  building  programs  right  at 
this  moment.  They  can't  do  it.  There  are  not  transportation  facili- 
ties enough  in  this  country  to  do  it.  That's  the  answer  to  that.  We 
can't  go  ahead  just  now  with  the  road-building  program  contem- 
plated by  a  national  budget  of  $600,000,000,  but  we  certainly  can 
arrange  some  way  to  move  all  the  material  necessary  to  repair  roads 
»nd  streets  that  have  been  torn  up  or  in  any  sense  made  impassable, 
and  go  along  in  many  ways,  perhaps  with  the  original  program,  pro- 
viding only  the  material  moves  in  the  direction  of  the  empty  cars. 
Mnch  of  it  does. 

J^ow,  I  want  to  repeat  that  wherever  there  is  a  housing  problem 
?r  a  hospital  or  a  waterworks  or  a  gas  house,  something  necessary 
m  the  public  interest,  and  there  may  be  many  other  things  not  so 
jccessanr,  where  any  of  those  things  exist  I  do  believe  that  it  will 
he  possible  during  the  continuation  of  these  priority  orders  to  move 
the  material  necessary  to  let  those  operations  go  on.    Wherever  we 
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have  had  a  concrete  case  we  have  so  far  been  able  to  meet  it,  and  I 
believe  if  your  committee  here  will  find  out  just  what  material  they 
need  to  carry  out  the  program  that  they  are  able  to  carry  out — don't 
ask  us  to  move  material  in  twice  the  quantity  that  you  can  possibly 
use— but  if  you  have  got  the  money  and  the  plans  and  consent  to  go 
on  with  a  building  program  that  you  can  accomplish  in  the  next  six 
months  providing  you  had  the  transportation,  I  believe  we  can  give 
you  the  transportation. 

Mr.  Miller.  For  instance,  Mr.  Willard,  there  is  a  main  highway 
between  Atlantic  City  and  Philadelphia  which  has  been  held  up  for 
about  a  year.  Ten  miles  of  it  are  graded  and  the  materials  are  there, 
and  they  are  waiting  for  five  cars  a  day  of  pebbles.  That  work  must 
be  done  right  away  or  else  it  can  not  be  done  this  season;  the  road 
will  be  held  up  another  year.  Would  that  be  a  case  of  which  you 
have  spoken? 

Mr.  Willard.  That,  you  say,  is  the  main  highway 

Mr.  Miller.  Between  Atlantic  City  and  Philadelphia. 

Mr.  Willard.  That  is  over  the  Reading  road  or  the  Pennsylvania? 

Mr.  Miller.  It  is  the  main  highway. 

Mr.  Willard.  I  am  surprised  that  that  hasn't  been  attended  to. 

Mr.  Miller.  Well,  the  application  for  movement  of  the  material 
has  been  denied  bv  the  Pennsylvania  Railroad ;  they  can't  do 

Mr.  Willard.  How  long  ago? 

Mr.  Miller.  I  don't  know ;  within  a  few  days  it  has  been  brought 
to  our  attention. 

Mr.  Willard.  We  had  a  committee  appointed  to  take  care  of  just 
such  things  in  that  particular  region. 

Mr.  Miller.  That  has  been  drawn  to  the  attention  of  the  com- 
mittee. 

Mr.  Willard.  Right  there,  in  order  to  have  the  facts  would  you 
give  me  a  memorandum  and  I  will  look  into  it  myself  ?  It  seems  to 
me  that  we  ought  to  be  able  to  deal  with  that. 

Mr.  Miller.  There  is  another  case :  A  main  highway  bridge  across 
the  Connecticut  River  at  Springfield.  It  has  S^en  ordered  by  the 
court  of  Massachusetts  to  be  completed  within  a  specific  time  on 
account  of  the  danger  of  the  other  oridge.  Six  thousand  piles  were 
necessary  for  the  job.  That  will  take  60  cars  that  have  got  to  come 
from  Maryland  and  some  heavy  timber  is  necessary  that  comes  from 
the  West.  That  job  has  got  to  be  done  at  once,  because  a  change  of 
water  levels  in  the  Connecticut  River  will  make  it  impossible  to  do 
it  later  and  the  thing  will  have  to  be  postponed  for  a  year.  Is  that 
an  emergency  in  your  opinion  ? 

Mr.  Willard.  Oh,  I  think  so.  I  know  that  country.  But  why  in 
the  world  they  ever  bought  those  piles  in  Maryland,  I  don't  know. 
They  might  as  well  have  Dought  them  in  Mars,  so  far  as  the  difficultv 
in  transportation  is  concerned.  They  have  got  to  be  ffotten  through 
this  New  York  region  and  they  could  have  gotten  them  in  Maine 
much  easier.  That  is  a  difficult  job.  But  if  that  bridge  work  is 
held  up  at  this  minute  waiting  for  those  piles,  I  will  undertake  to 
say  that  we  will  move  the  piles  if  you  can  get  them  in  Maryland, 
but  God  knows  that  that  is  the  worst  place  you  could  have  gone  to. 

Mr.  Miller.  I  had  a  telephone  message  from  the  engineer  last 
night   and  a  letter  from  the  contractor  this  morning.     There   is 
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also  a  case  of  a  33-family  house  in  Brooklyn,  for  which  they  have 
been  waiting  for  material  for  six  or  eight  months.  Would  you  con- 
sider that  an  emergency  matter? 

Mr.  WiLLARD.  I  would  consider  it  a  matter  that  I  would  fix  in  some 
way. 

Mr.  Miller.  Now,  in  your  letter,  Mr.  Willard,  yDU  say  that  "  if 
developments  in  any  particular  section  due  to  shortage  or  transpor- 
tation are  such  that  a  situation  has  been  brought  about  that  seemed 
inimical  to  the  general  public  interest  that  possibly  a  conference  be- 
tween the  committees  as  suggested  and  a  like  committee  of  the  rail- 
road officials  would  be  help:ml."  It  seems  that  emergency  occurred 
some  time  ago,  it  is  here  now,  and  that  the  machinery  for  meeting  it 
should  be  put  into  motion  at  once.  Would  it  be  your  desire  to  create 
that  machinery  now,  or  is  it  the  inference  from  your  letter  to  in- 
definitely postpone  it  ? 

Mr.  Willard.  No ;  Mr.  Truesdale  is  the  chairman  of  that  commit- 
tee.   He  is  right  here.     He  is  in  session  this  minute  and  is  prepared 
to  meet  the  chairman  of  your  committee  whenever  you  are  ready  to  * 
take  it  up. 

Now,  what  I  meant  was  this :  That  I  didn't  want  the  practice,  the 
thought,  to  get  abroad  that  whenever  a  man  wanted  a  carload  of 
material,  instead  of  taking  it  up  with  the  local  representative  he 
should  go  to  the  committee,  because  that  would  be  cumbersome  and 
roundabout.  First  of  all,  do  it  in  the  usual  way,  if  you  could,  and 
then  if  he  couldn't  do  it,  why,  then,  we  would  do  it  with  these  com- 
mittees. 

Mr.  Miller.  Isn't  it  all  a  question  of  the  definition  of  "  necessity  " 
after  all  ? 

Mr.  WirXiARD.  Of  course,  if  there  were  no  "  necessity  "  we  wouldn't 
be  talking  about  it.  I  am  sure  the  commission  will  feel  just  as  you 
do  that  housing  is  a  matter  of  prime  necessity  and  I  am  confident 
we  can  work  it  out.  Now,  the  other  day  I  had  a  letter  from  the 
mayor  of  a  city,  I  won't  mention  the  name,  of  some  500,000  in- 
habitants, it  is  a  big  city,  and  his  letter  set  forth  that  building  oper- 
ation was  simply  at  a  standstill  there  because  they  couldn't  get 
material.  I  arranged  immediately  for  a  conference  and  when  flie 
thing  was  fully  developed  the  only  thin^  they  were  short  of  delivery 
an^here  was  cement  and  all  they  required  m  that  line  was  10  cars, 
which  we  were  able  to  get  for  them.  Now,  they  didn't  understand 
just  how  to  go  about  it  and  we  did  help  him  out. 

1  am  just  reminded  of  one  thinor  that  we  do  find  in  the  cement 
business  and  in  others;  I  am  not  speaking  of  that  particularly,  but 
the  cement  dealers  are  generally  very  largely  sold  ahead  ana  they 
take  their  orders,  I  am  told  in  the  order  m  which  they  are  re- 
ceived. Now,  sometimes  it  comes  about  in  such  an  emergency  as  this 
that  cars  will  be  furnished  at  the  request  of  a  committee  to  take  care 
of  a  certain  particular  job,  but  that  may  be  down  on  their  list  below 
shipments  that  other  people  have  put  in  first  and  they  will  be  re- 
luctant, in  fact,  at  times  have  refused  to  load  the  car  for  Smith  be- 
cause Brown  s  order  came  to  them  first,  but  Smith  had  the  priority 
order  for  the  car  and  Brown  did  not  and  so  there  was  an  impasse 
there,  but  those  are  little  things,  we  generally  set  it  all  right,  but 
sometimes  it  needs  a  temporary  delay. 
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The  Chairman.  There  is  a  widespread  opinion  that  some  four  to 
six  weeks  ago  an  order  was  issued  which  required  the  obtaining  of 
permits  for  the  export  of  coal.    Are  you  famuiar  with  this  order? 

Mr.  WiLLARD.  I  am  familiar  with  the  order  that  is  probably  re- 
ferred to  there. 

The  Chairman.  Was  that  order  effective  ? 

Mr.  WiLLARD.  Well,  I  must  ask  you  a  question  there.  Effective  to 
do  what? 

The  Chairman.  In  having  information  as  to  the  amount  of  coal 
that  was  going  abroad. 

Mr.  WiLLARD.  Well,  we  get  that  anyway ;  there  is  no  trouble  about 
that.  I  take  it  that  what  was  meant  to  be  developed  was  whether 
it  did  reduce  the  volume  of  coal  exported.  I  don't  know  that  it 
did,  and  I  don't  know  that  it  was  intended  to  do  that.  That  is  why 
I  don't  quite  understand  just  what  the  question  was. 

The  Chairman.  My  understanding  of  the  order  was  that  the  effect 
^  of  the  order  was  to  limit  the  export  of  coal  ? 

Mr.  WiLLARD.  No;  it  wasn't  the  intention  to  do  that.  The  inten- 
tion of  it  was  this:  To  give  New  England  coal  priority  use  of  the 
pier.  Now,  it  might  be,  of  course,  that  in  the  working  out  of  that 
that  the  flow  of  export  coal  would  be  reduced;  for  instance,  repre- 
sentations were  made  that  at  the  piers  at  Hampton  Boads  about 
2,000,000  tons  of  coal  a  month  were  being  passed  over  for  the  for- 
eign trade  and  that  was  the  entire  capacity  of  those  piers.  Now,  the^ 
wanted  to  ship  some  coal  to  New  England  over  those  piers,  so  it 
was  said  in  the  order  that  the  New  England  coal  should  go  over 
those  piers  in  preference.  Well,  now,  if  they  couldn't  handle  more 
than  2,000,000  tons,  why,  of  course,  they  would  have  to  withhold 
enough  of  the  2,000,000  for  export  to  let  the  New  England  coal  go 
first,  out  my  impression  was  that  the  New  England  coal  didn't  come 
along  and  the  export  kept  going.  I  don't  think  the  export  was 
checSed  by  that  order  if  that  is  the  purpose  of  the  order. 

The  Chairman.  Nor  did  that  order  have  the  effect,  from  our  infor- 
mation,  of  givingNew  England  more  coal. 

Mr.  WiLLARD.  Well,  that  is  quite  true.  I  can't  answer  that  ques- 
tion. You  will  have  to  ask  somebody  else  there,  but  I  know  it  was 
stated  that  if  they  were  given  the  prior  right  to  move  over  the  pier 
and  if  the  railroads  were  told  to  furnish  cars  to  move  New  England 
coal  first,  they  would  be  taken  care  of.  Well,  the  order  was  given, 
but  nobody  seemed  to  ship  and  bill  any  coal  to  New  England,  and 
so  we  didn't  move  it.  For  some  reason  or  other  the  coal  didn't  go 
to  New  England.  Now,  I  don't  know  whether  New  England  didn't 
buy  it  or  the  shipper  didn't  want  to  ship  it  there ;  that,  of  course,  I 
don't  know.  Of  course,  as  a  carrier  we  have  to  take  the  car  to  the 
point  it  is  billed  for,  and  in  spite  of  the  order  no  coal  seemed  to  be 
shipped  there. 

Mr.  Miller.  Mr.  Storrow  testified  that  the  order  was  nullified  by 
interpretation. 

Mr.  WiLLARD.  That  is  true;  that  is,  it  wasn't  interpreted  the  way 
Mr.  Storrow  believed  it  should  be,  and  I  am  of  the  opinion  it  was 
never  interpreted  that  way. 

Hie  Chairman.  Mr.  Willard,  is  more  coal  required  for  the  North- 
west and  for  New  England  this  year  than  in  the  previous  year? 
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Mr.  WiLiiARD.  No;  the  figures  are  just  about  the  same. 

The  Chairman.  Then  why  was  it  necessary  to  issue  general  orders 
and  correct  the  specific  emergency  in  these  two  cases? 

Mr.  WiLLARD.  First  of  all,  the  coal  didn't  move  there  in  the  usual 
quantities  in  the  spring,  and  why  it  didn't  move  I  don't  Imow.  It 
was  said  by  some  that  there  was  an  unusual  demand  for  coal  in  every 
direction,  and  the  coal  that  was  produced,  instead  of  going  to  New 
England  and  to  the  Northwest  went  somewhere  else.  One  reason  why 
it  cudn't  go  to  New  England  perhaps  was  because  as  much  did  go  to 
Xew  England  as  the  railroads  could  carry  and  shippers  were  re- 
luctant to  ship  by  water  and  pay  a  dollar  and  a  half  a  ton  more,  and* 
the  water  rate,  in  spite  of  our  merchant  marine,  was  a  dollar  and  a 
half  a  ton  higher  than  the  all  railroad  between  the  same  points.  In 
any  event,  it  didn't  move.  There  has  been  very  much  said  about  it  as 
fo  why  it  didn't  move ;  I  don't  know  what  the  facts  are.  I  don't 
know  whether  it  was  a  Question  of  price  or  what  it  was ;  it  just  didn't 
go  in  the  earljr  part  of  tne  season.  If  it  had  started  to  move  in  April 
up  the  Lakes  in  the  ordinary  volume,  why,  we  wouldn't  be  hurrying 
up  now.  If  it  started  to  move  to  New  England  by  water  in  the 
spring  in  the  ordinary  volume  they  wouldn't  be  in  a  hurry  now,  but 
two  or  three  months  in  the  early  part  of  the  season  coal  didn't  go  into 
^ew  England  and  it  didn't  go  up  the  Lakes  as  fast  as  it  ought  to  go, 
but  in  the  aggregate  the  same  amount  had  to  go.  Now,  we  are  trying 
to  make  up  in  tout  months  what  we  ought  to  have  taken  up  in  six 
or  eight  months. 

The  Chairman.  And  you  don't  know  the  reason  ? 

Mr.  WnxARD.  I  can't  tell  you  the  reason. 

Mr.  MujLER.  Whose  business  will  it  be  next  year  to  foresee  a  coal 
shortage  and  to  act  to  get  coal  started  early  in  the  spring? 

Mr.  WiLLARD.  I  might  say,  first  of  all.  Senator  Calder,  that  the 
transportation  act,  in  my  opinion,  makes  private  ownership  possible 
now,  but  whether  it  continues  depends  on  whether  the  people  are 
satined  with  it  or  not,  and  whether  they  are  satisfied  will  depend 
on  whether  they  get  the  kind  of  service  tnat  they  ought  to  have.  I 
think  railway  managers  appreciate  that.  Now,  the  railway  man- 
agers know  that  if  it  should  come  about  in  the  fall  or  winter  that 
there  is  a  coal  shortage  in  the  Northwest  it  would  be  said  that  it  was 
caused  by  the  failure  of  the  railroads  to  move  the  coal,  whether  it 
was  or  not,  and  it  would  be  a  hard  job  for  them  to  transfer  the 
burden.  It  might  be  possible  to  ship  to  other  directions,  but  it 
would  all  the  time  be  said  that  if  transportation  facilities  had  been 
forthcoming  the  coal  would  have  been  there.  I  am  sure  the  rail- 
roads, among  others,  would  take  a  more  active  interest  in  it  next 
spring  than  they  did  take  this  spring,  and  the  reason  they  didn't  take 
a  more  active  one  this  spring  is  because  we  were  in  the  midst  of 
clian^ing  from  one  system  to  another.  Our  organization  had  to  be 
recnutra,  we  were  all  busy  with  other  things,  and  then  the  strike 
came  on  and  upset  the  movement  and  two  or  three  months  frittered 

away. 
Next  spring  the  railroads,  from  the  point  of  self-preservation, 

from  the  point  of  fully  appieciating  they  must  on  the  whole  serve 

the  public  satisfactorily,  wul  take  note  of  this  matter  through  their 

advisory  committee,  if  no  other  way,  and  if  it  doesn't  start  to  move 


152  RECONSTRUCTION  AND  PRODUCTION. 

as  it  ought  to  move  the  matter  will  be  brought  to  the  attention  of  the 
Interstate  Commerce  Commission,  and  then  those  people  of  the 
Northwest  who  have  come  down  to  Washington  this  summer  and 
have  made  representations  that  they  would  freeze  if  we  didn't  give 
them  the  coal  will  perhaps  be  sent  for  and  asked  to  come  down  a 
little  earlier  next  year  and  say  what  they  should  have  to  prevent  the 
thing  happening  this  year  from  happening  next  year;  but  I  think 
those  are  the  things  that  will  happen  next  year  to  prevent  this  thing 
recurring. 

Mr.  Miller.  The  Railroad  Administration  could  have  taken  that 
action  last  year  equally  as  well. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  I  think  the  situation  is  difficult  and  I  think  you 
have  just  put  your  finger  on  the  cause.  The  railroads  were  turned 
over  to  the  owners  just  at  the  moment  when  it  was  no  one's  business 
to  do  these  things,  and  no  one  did  it. 

Mr.  WiLLARD.  We  lost  two  or  three  months. 

The  Chairman.  And  I  realize,  too,  how  important  it  is  that  the 
Northwest  should  have  coal  and  that  New  England  should  have  coal, 
and  how  the  problem  should  be,  as  you  suggest  when  we  get  to  it  next 
winter. 

Mr.  WiLLARD.  It  isn't  really  the  dutv  of  the  railroads  to  attend  to 
it  any  way,  and  the  only  reason  that  1  say  the  railroads  will  attend 
to  it  is  if  the  railroads  will  be  blamed,  as  a  matter  of  self-preserva- 
tion they  will  see  that  it  doesn't  happen,  although  the  law  doesn't 
tell  them  to  do  it. 

The  Chairman.  In  your  testimony  before  the  Interstate  Commerce 
Commission  of  July  10  you  strongly  advocated  the  limiting  of  re- 
consignment  of  cars.    Do  jrou  advocate  this  at  this  time? 

Mr.  WiLi^RD.  Yes;  I  think  new  orders  have  been  issued;  the  com- 
mission has  made  new  orders  in  that  connection. 

The  Chairman.  Is  the  recent  order  to  which  you  have  just  referred 
affectinff  the  reconsigriment  of  cars  mandatory  or  merelj'^  permissive? 

Mr.  WiLLARD.  I  think  it  is  mandatory  this  way.  It  was  only  per- 
missive before  under  conditions  prescribed  in  the  operation  of  the 
railroads,  now  those  have  been  changed.  I  haven't  seen  the  order, 
but  it  is  provided  in  them  for  a  certain  exercise  of  the  privilege  only 
once,  we  will  say,  one  exercise  in  connection  with  each  car  within  a 
certain  period,  and  they  shall  be  obliged  to  pay  a  higher  price  than 
they  did  before,  and  it  is  hoped  the  effect  of  it  will  be  to  limit  the 
misuse  of  cars. 

The  Chairman.  In  your  opinion,  is  the  increase  in  demurrage 
charge  by  the  Interstate  Commerce  Commission's  recent  order  suffi- 
cient to  accomplish  a  practical  cessation  of  the  practice  of  holding 
cars  without  unloading? 

Mr.  WiLLARD.  I  don't  know  just  what  the  recent  order  is,  and  be- 
cause there  have  been  so  many  changes  proposed  and  some  made  in 
the  last  two  or  three  weeks,  I  will  say  this:  I  know  this  is  what  the 
commission  seeks  to  do,  and  this  is  what  the  railroads  have  recom- 
mended that  demurrage  rates  should  be  made  in  such  a  way  as  not 
to  penalize  the  man  who  is  really  trying  to  use  cars  efficiently  but 
meets  with  certain  delays  in  the  ordinary  transaction  of  his  business: 
no  effoit  is  made  to  penalize  that  man,  but  we  have  been  trying  to 
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make  rules  that  will  make  it  as  expensive  as  possible  for  the  man 
who  ships  a  load  of  coal  or  anything  else  not  knowing  who  is  going 
to  take  it  oflf  his  hands  and  to  hold  the  car  until  he  can  find  a  pur- 
chaser. Now,  that  kind  of  practice  we  are  trA'ing  to  break  up.  I 
doubt  whether  we  have  got  rules  yet  that  will  make  it  impossible. 

The  Chairman.  Has  that  practice  been  very  great? 

Mr.  W11X.ARI).  Yes:  it  has  oeen  exceedingly  great  at  times  and  in 
places.  It  has  been  very  much  in  evidence  in  connection  with  the 
coal  business  fecenth\  and  it  has  been  associated  with  every  kind  of 
business  in  the  past.  Take  it  in  the  Central  West.  I  happen  to  know 
from  experience  that  in  the  past  men  would  buy  spots  in  refrigerator 
cars  and  ship  them  into  cities  and  hold  the  car  tor  a  week,  paying 
$2  a  day  and  retail  out  of  the  car.  Xobody  objected,  particularly 
when  there  were  plenty  of  cars,  but  in  times  of  emergency,  of  course, 
that  is  a^rainst  the  public  interest. 

The  Chairman.  Has  not  the  reconsignment  of  cars  been  on- 
couraged  by  the  railroads  in  times  past? 

Mr.  AViiJ[^\RD.  I  don't  know  whether  it  has  been  encouraged:  it 
has  been  approved  of,  and  I  myself  recommended  that  the  practice 
should  be  changed,  though  T  doubt  the  wisdom  of  doing  away  with 
it  altogether.  I  think  it  frequently  happens  that  when  a  car  of 
lumber  or  coal  is  shipped  a  long  distance  it  may  develop  in  transit 
that  it  would  be  better  to  send  that  car  to  another  place  rather  than 
one  place:  perhaps  a  public  utility  needs  it,  and  under  the  order  one 
such  reconsignment  is  permitted.  But  the  practice  that  it  was  sought 
to  break  up  was  this :  When  a  car  of  coal  would  be  sold  to  two  or  three 
or  four  different  people  and  the  billing  changed  to  different  places 
and  it  is  traded  in  as  a  matter  of  speculation,  that  delayed  the  car. 
and  that  practice  they  wanted  to  break  up.  I  might  say  here  that  in 
a  recent  discussion  tliat  we  had  with  coal  operators — and  I  ought  to 
say  this,  that  the  coal  operators  themselves  are  just  as  anxious  to 
break  up  that  practice  as  anyone  else  can  be,  because  it  is  casting  a 
reflection  up)on  those  who  are  properly  engaged  in  the  business. 
They  have  been  giving  this  matter  consideration.  I  hope  within  the 
next  four  or  five  days  we  may  be  able  to  make  some  sort  of  a  recom- 
mendation to  the  interstate  Commerce  Commission  which  \yill,  if 
not  wholly  prevent,  at  least  very  much  check  the  practice  that  you 
speak  of,  so  that  it  will  not  be  possible  for  men  to  ship  cars  and 
hold  them  and  speculate  in  them  and  run  up  the  pi  ice  of  coal  and  take 
cars  out  of  legitimate  use. 

The  Chairman.  As  I  understand  it,  a  moment  ago  you  said  that 
you  approved  of  the  right  of  reconsignment  ? 

Mr.  WiiXARD.  Yes:  I  think  it  is  helpful,  that  it  is  a  commercial 
necessity.  I  wouldn't  undertake  to  abolish  it  altogether.  It  is  the 
abuse  of  it  that  is  harmful. 

The  Chairman.  Have  not  the  railroads  received  cars  of  coal  which 
thev  knew  would  be  diverted  in  transit  ? 

Mr.  WiLLARD  They  do  now.  They  are  all  permitted  to  make  one 
reconsignment,  but  it  ought  to  be  and  it  must  be  done  while  the  coal 
is  in  transit  and  not  after  the  coal  has  been  delivered  and  has  reached 
its  final  destination.  T  think  the  new  rates  provide  that  they  should 
pay  a  charge  that  would  make  it  unprofitable. 

The  Chairman.  This  committee  has  been  informed  that  there  is 
^freat  abuse  of  the  reconsignment  privilege  at  Baltimore  and  that 
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cars  loaded  with  coal  are  being  held  indefinitely  on  sidings.  Can 
you  tell  us  anything  as  to  this? 

Mr.  WiLLARD.  I  think  tliere  is  provocation  for  it,  and  that  is  one 
of  the  things  that  we  hope  to  correct  within  the  next  four  or  five 
days  by  a  change  in  practice.  Under  the  law  that  the  railroads 
have  to  work  under  that  is  possible;  men  may  do  that,  and  I  think 
they  have  done  it  to  the  general  disadvantage.    We  hope  to  break  it  up* 

The  Chairman.  Can  you  tell  us  how  many  cars  are  now  used  for 
the  delivery  of  coal  and  used  for  reconsignment  and  speculative 
purposes  ? 

Mr.  WiLLARD.  No;  I  can't  give  you  figures  like  that.  The  Balti- 
more &  Ohio  last  month  loaded  4,500  cars.  I  haven't  any  way  in 
the  world  of  telling  how  many  cars  were  reconsigned,  but  I  venture  not 
5  per  cent ;  it  isn't  much  in  the  aggregate. 

The  Chairman.  Do  you  know  why  the  order  preventing  the  use 
of  cars  for  speculative  purposes  was  not  issued  before  the  priority 
order  was  ? 

Mr.  WiLLARD.   No. 

The  Chairman.  You  say  we  have  priority  orders  which  work 
against  the  transportation  of  building  material  ? 

Mr.  WiLLARD.  That  is  getting  into  the  round  of  economics.  It  is 
hardly  a  transportation  problem ;  it  is  speculative.  This  cure  of  specu- 
lation and  profiteering,  I  think,  is  for  another  department  of  the  Gov- 
ernment to  deal  with ;  perhaps  the  Department  of  Justice  could  tell 
more  about  that  than  I  can.  In  any  event  the  question  of  profiteer- 
ing, I  submit,  is  not  in  the  first  instance  a  transportation  problem, 
is  it.  Senator  ? 

'The  Chairman.  No;  it  is  not. 

Mr.  WiLLARD.  But  they  are  very  nearlv  related  and  we  are  only 
interested  as  transportation  men  in  the  fact  that  it  brings  about  a 
misuse  of  equipment.  At  the  same  time,  though,  under  the  rules  that 
are  on  file  and  approved  by  the  Interstate  Commerce  Commission,  a 
man,  a  speculator  if  you  please,  had  the  right  to  buy  a  car  of  coal  and 
ship  it  to  a  port  and  hold  it  there  indefinitely  if  he  paid  the  regular 
public  charge  of  $2  a  day.  Xow%  it  is  perfectly  lawnil  for  him  to  do 
that. 

The  Chairman.  Well,  you  have  permitted  the  reconsignment  of 
cars  of  coal. 

,Mr.  WiLLARD.  Those  are  all  provided  for  in  the  public  tariffs  ap- 
proved by  the  commission,  and  ordinarily  I  think  they  were  all  right 
and  tend  to  promote  commerce,  but  here  was  the  unusual  case  where 
that  was  abused  and  the  public  interest  was  injured. 

The  Chairman.  And  with  that  knowledge  priority  orders  were 
issued  taking  cars  to  the  other  industry  ? 

Mr.  WiLLARD.,  I  wouldn't  say  that  that  knowledge  was  at  hand. 
This  thing  has  all  developed  within  the  last  two  or  three  months,  and 
so  far  as  I  am  concerned,  I  must  confess  I  don't  know  the  extent  to 
which  that  was  being  abused ;  and  I  don't  know  the  extent  to-day  it 
is  being  abused  now.  It  is  a  very  difficult  thing  to  develop ;  the  work- 
ing of  it  are  so  intricate. 

The  Chairman.  You  believe  that  an  emergency  existed  in  order  to 
justify  it? 

Mr.  WiLLARD.  I  certainly  do,  and  such  an  emergency  as  was  con- 
templated by  the  transportation  act. 
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The  Chairman.  How  are  these  orders  working  out  in  the  interest 
of  the  transportation  of  coal?  Are  you  able  to  increase  your  ship- 
ments, and  are  we  going  to  meet  the  needs  of  the  country? 

Mr.  WiLLARD.  I  think  we  will,  but  there  again  we  have  had  another 
\ery  serious  problem  to  deal  with,  and  it  has  only  just  been  the  other 
way.  The  railroads  of  the  country  as  a  whole  performed  a  very 
large  volume  of  transportation  during  the  first  part  of  this  year.  At 
the  beginning  of  April  the  switchmen's  strike  started  in  Chicago,  but 
spread  generally  all  over  the  eastern  and  southeastern  part  of  the 
country  and  some  of  the  Central  West.  The  effect  of  that  strike  was 
to  reduce  the  amount  of  business  that  the  railroads  were  handling. 
I  should  guess — I  am  only  guessing  on  this — it  reduced  the  business 
15  or  20  per  cent.  It  resulted  in  nearly  300,000  cars — ^285,000  cars — 
being  held  for  movement  due  to  that  strike  situation.  Well,  now, 
that  situation  continued,  at  times  somewhat  better  and  other  times 
worse. 

The  Chairman.  Mr.  Willard,  you  know  how  many  cars  are  being 
used  to-day  for  the  carrying  of  coal  to  tidewater  for  export  and  how 
many  cars  are  being  used  to  carry  coal  to  Canada? 

Mr.  Willard.  On,  no ;  I  can't  tell  you  that,  but  we  are  carrying,  I 
suppose,  the  figures  that  I  have,  that  probably  we  are  selling  Canada 
twelve  or  fifteen  million  tons  of  coal  tnis  year,  and  the  cars  necessary 
to  move  that  are  being  used,  some  of  that  is  going  to  Lake  Erie  and 
then  going  up  the  water,  and  then  the  priority  order  includes  some 
of  them. 

The  Chairman.  How  does  that  average  up  with  the  amount  of 
coal  you  have  shipped  to  Canada  in  the  past  ? 

Mr.  WtLi.ARD.  On,  yes;  about  the  same;  it  is  not  unusual. 

The  Chairman.  Is  Canada  exporting  any  of  her  coal;  do  you 
know? 

Mr.  Willard.  So  far  as  I  know,  it  is  not.  Canada  at  any  time  has 
a  small  amount  of  coal  for  export  and  it  is  not  a  very  high  class  of 
coal.    I  don't  know  whether  they  are  exporting  any  or  not. 

The  Chairman.  I  saw  a  communication  from  the  Federal  Reserve 
Board  on  July  28  which  indicated  that  our  needs  were  about  12.000,- 
<HX)  tons  weekly  in  this  country. 

Mr.  Willard.  I  meant  to  have  said  they  were  getting  out  about  ten, 
but  we  thought  we  ought  to  take  it  up  to  about  twelve  and  get  ready 
for  winter,  and  if  we  could  put  out  twelve  now  until  the  end  of  the 
season  we  would  be  in  pretty  good  shape. 

The  Chairman.  These  figures  that  1  saw  would  seem  to  indicate 
that  would  be  correct ;  we  were  producing  about  nine  and  our  needs 
were  eleven.  It  is  all  an  estimate.  Nobody  knows  exactly.  We  are 
trying  to  get  it  up  to  twelve,  but  we  haven't  reached  it  yet.  They 
did  make  twelve  during  Federal  control,  and  we  made  twelve  during 
last  January  and  last  March.  We  have  also  been  informed  here 
that  our  exports  of  coal  are  about  a  half  a  million  tons  a  week. 

Mr.  Willard.  I  should  say  that  was  about  right.  Overseas — you 
mean  overseas? 

The  Chahiman.  Overseas. 

Mr.  Willard.  Yes. 

The  Chair!^ian.  Do  vou  favor  the  curtailment  of  the  export  of 
coal? 
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Mr.  WiLLARD.  No;  I  am  not  inclined  to  favor  it.  I  think  it  is  in 
the  larger  public  interest  to  stimulate  our  foreign  trade,  and  it 
seems  to  me  to  be  desirable  that  if  possible  we  should  refrain  from 
stopping  it  now.  It  may  be  necessary  and  I  wouldn't  hesitate  to 
stop  it  if  I  felt  the  general  interest  of  this  country  would  be  pro- 
moted by  such  action.  I  am  not  sure  that  that  would  be  just  now ;  I 
don't  know. 

The  Chairman.  There  is  a  great  deal  in  that  last  statement  of 
yours  that  every  practical  business  man  will  subscribe  to.  I  think 
it  would  be  most  unfortunate  if  we  had  to  completely  shut  down  our 
export  of  coal. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  But  a  great  many  men  feel  that  perhaps  the  fact 
that  we  are  exporting  now  more  than  ever  before^  that  that  has  just 
been  the  sole  element  that  tended  to  make  this  situation  more  oiffi- 
cult  and  that  that  has  contributed  a  good  deal  to  the  high  price  of 
coal. 

Mr.  WiLLARD.  That  may  be  true ;  I  couldn't  answer  that. 

The  Chairman.  Of  course,  that  is  so,  but  tJien  it  is  a  pretty  serious 
question  whether  or  not  we  oujght  not  to  curtail  the  export  of  coaL 

Mr.  WiLLARD.  We  had  hopea  to  load  more  coal,  and  getting  it  im 
to  12,000,000  tons  a  week,  that  then  there  would  be  enough  availabte 
to  take  care  of  the  local  situation  and,  say,  2,000,000  tons  a  month 
for  export,  and  bring  about  a  normal  condition.  We  haven't  been 
able  to  get  it  going  at  12,000,000  tons  a  week,  because  of  the  strike, 
either  the  switehmen  or  somebody  else,  and  then  next  week  or  this 
week  we  ought  to  be  up  to  12,000,000. 

The  Chairman.  We  are  fast  approaching  a  period  when  it  will 
be  difficult,  of  course,  to  send  coal  to  the  Northwest. 

Mr.  WiLLARD.  Yes ;  we  have  got  to  do  that  now. 

The  Chairman.  And  then,  of  course,  the  general  curtailment  of 
industry  is  serious. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  But  what  I  wondered  at  is  whether  after  all  we 
are  going  to  get  much  in  international  standing  by  selling  coal  worth 
$4  a  ton  for  thirty  or  forty  or  fifty  dollars. 

Mr.  WiLLARD.  1  wondered  at  tlmt. 

The  Chairman.  The  people  on  the  other  side  will  say,  "  Well,  you 
have  given  us  coal,  but  you  just  took  our  skin  for  it,"  so  that  in  the 
end  we  might  cut  the  exports  of  coal  and  take  care  of  our  own 
country  and  provide  improvement  for  the  shipment  of  material  in 
the  general  industry.  Do  you  not  regard  coal  as  the  most  important 
railroad  trouble  at  the  present  time  f 

Mr.  WiLLARD.  It  is  the  only  problem  concerning  which  it  has  been 
necessary  so  far  to  give  priority  orders  in  a  large  way,  and  I  sup- 
pose it  must  follow,  I  never  thought  of  the  matter  in  that  line, 
but  I  do  consider  the  movement  ot  coal  of  supreme  importance  at 
the  present  time. 

The  Chairman.  I  understood  you  to  say  a  moment  ago  that  you 
did  not  favor  the  restricting  of  exports  at  this  time. 

Mr.  WiLLARD.  Well,  it  hasn't  seemed  to  me  that  the  situation — it 
hasn't  seemed  clear  to  me  that  anything  helpful  would  follow  from 
restricting  exports  at  this  time.  Now  I  aon't  know.  I  haven't 
much  confidence  in  my  opinion  on  that  subject ;  I  haven't  studied  it. 
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The  Chairman.  We  are  exporting  about  2,000,000  tons  a  montli 
now? 

Mr.  WiiiLARD.  I  think  it  is  running  about  that. 
The  Chairman,  What  was  the  average  shipment  before  this  recent 
period? 

Mr.  WiiiLARD.  Well,  I  think  before  this  year  it  ran  down,  I  have 
the  figures  in  mind,  but  perhaps  not  more  than  a  fourth  of  that,  but 
the  first  five  or  six  months  this  year  it  has  been  running  from  a 
million  and  a  half  or  a  million  nine  hundred  thousand  up  to  two 
million  one  month.  It  is  materially  higher  than  it  has  generally  been 
in  the  past. 

The  Chairman.  But  if  the  export  of  coal  was  cut  down,  limited 
somewhat,  that  woidd  free  open  top  cars  for  use  in  moving  material. 
Mr.  WnjLARD.  It  would  free  some  cars,  but  after  all  only  2.000,000 
tons  a  month,  I  doubt  if  it  would  have  very  much  effect.  Oi  course 
some  of  the  export  coal  goes  to  Cuba,  some  of  it  goes  to  South 
America.  In  having  in  mind  that  it  was  rather  undesirable  to  inter- 
fere with  the  arrangement,  I  couldn't  forget  our  relations  with  Cuba 
and  other  countries  and  things  that  might  follow  from  that.  On  the 
whole  it  seemed  to  me  one  oi  those  questions  that  had  rather  not  be 
interfered  with  if  you  could  possibly  help  it,  and  I  do  hope  that  we 
will  be  able  to  get  through  without  stopping  it,  but  I  can't  give 
adnce  on  the  exports  of  coal  that  is  worth  anything.  I  would  want 
somebody  else's  advice  beside  mine ;  I  really  don't  think  my  opinion 
on  that  is  of  much  value. 

The  Chairman.  The  committee  has  felt,  Mr.  Willard.  that  that 
would  be  one  way  to  relieve  the  situation,  the  releasing  from  the 
moving  of  cars  in  export,  the  coal  in  export,  to  other  industries  would 
be  helpful. 

Mr.  WHiiiARD.  I  don't  think  at  the  moment  that  it  would  be  suffi- 
cient to  justify  the  modification  of  the  priority  orders.  It  would 
permit  coal  that  goes  that  way  to  go  in  some  other  direction  and 
result  in  building  up  stocks  for  next  winter  we  will  say.  I  think 
all  the  coal  will  be  aosorbed  and  probably  it  will  be  all  needed,  but 
of  course  if  you  don't  send  it  out  of  the  country  you  would  have  more 
in  the  country. 

The  Chairman.  The  thing  that  has  impressed  us  here  is  this  ex- 
traordinary high  price  for  export  coal  has  had  its  reflection  upon  the 
whole  here.  The  other  day  a  gentleman  representing  the  public 
utilities  in  the  city  of  New  Tfork  stated  that  he  had  contracts  for  coal 
at  about  $4.75  a  ton  at  the  mine,  and  that  to-day  one-third  of  the  coal 
being  used  in  the  city  of  New  \  ork  was  being  paid  for  at  the  rate 
of  $12  and  $14  a  ton,\)ecause  he  had  to  buy  one-third  of  his  coal  spot 
price  to  get  enough  coal  to  keep  the  gas  and  electric  plants  going 
here. 

Mr.  Willard.  If  that  does  represent  what  is  known  as  profiteering, 
it  seems  that  might  be  approached  from  some  other  angle. 

The  Chairman.  Do  you  approve  of  the  practice  of  railroads 
seizing  coal  in  transit  ? 

Mr.  WnxARD.  Why,  I  don't  approve  of  the  practice,  but  I  defend 
it  You  can't  run  your  railroads  without  coal,  you  can  not  haul 
anybody's  coal  without  coal  to  run  the  engine,  and  sometimes  we  have 
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to  confiscate  coal  in  transit  in  order  to  keep  moving,  but  we  generally 
have  to  pay  two  or  three  times  as  much  under  such  conditions  as  we 
would  if  we  bought  it  in  the  normal  way,  and  certainly  we  don't  do 
it  if  we  aren't  forced  to  do  it. 

The  Chairman.  There  has  been  much  complaint  of  that,  Mr.  Wil- 
lard,  and  people  have  contended  if  private  ownership  can  lay  in  their 
supplies  of  coal  for  emergencies  and  for  the  winter,  the  railroads 
ou^ht  to  do  the  same.  a 

Mr.  WiLLARD.  I  think  the  people  who  make  that  claim  ought  to 
have  this  in  mind.  It  has  been  very  clearly  established  now  that  the 
rate  must  be  made  sufficient  to  pay.  Now,  one  of  the  costs  is  for 
fuel,  and  it  would  cost  railroads  a  great  deal  of  money  to  provide 
facilities  to  store  and  carry  fuel,  and  in  the  end  that  would  be  re- 
flected in  the  rate.  Ordinarily  there  is  no  demand  for  it,  there  is  no 
real  justification  for  it.  Once  in  awhile  there  is,  but  in  the  opinion 
of  the  Baltimore  &  Ohio  we  have  never  felt  that  we  would  be  justi- 
fied in  providing  storage  facilities,  but  it  is  a  mooted  question.  It 
has  been  brought  to  our  attention  by  the  President's  committee  that 
was  invesigating  the  coal  situation  and  perhaps  something  ought 
to  be  done  in  that  direction.  I  don't  know.  In  the  past  we  thought 
it  wasn't  advisable  generally.  Perhaps  we  ought  to  change.  It  will 
add  to  the  expense  of  running  the  railroads,  there  is  no  doubt  about 
that. 

The  Chairman.  It  has  been  suggested  that  it  would  be  a  helpful 
thing  to  deny  cars  to  wagon  mines  lor  the  time  being. 

Mr.  WiLLARD.  I  think  that  is  all  right;  I  am  in  favor  of  that. 
They  have  a  right  to  go  and  open  a  mine.  From  a  selfish  transporta- 
tion standpoint  I  am  opposed  to  the  practice.  We  are  loading  on  the 
Baltimore  &  Ohio  I  suppose  from  two  to  three  hundred  box  cars  a 
day  with  coal  hauled  in  by  wagons.  It  takes  a  couple  of  days  gen- 
erally loading  a  car.  We  don't  get  as  prompt  movement  of  the  car 
as  we  would  if  the  box  car  was  in  some  other  service  or  if  an  open- 
top  car,  where  it  could  be  loaded  and  disposed  of  more  promptly 
by  the  big  operators.  It  makes  unnecessary  switching  and  it  is  a 
troublesome  arrangement.  I  don't  know  how  you  are  going  to  help 
that.  It  was  encouraged  during  the  war  when  there  was  a  shortage 
of  coal,  and  it  has  always  been  somewhat  in  effect,  but  it  was  greatly 
encouraged  during  the  war,  and  these  high  prices  make  it  attractive ; 
I  don't  know  how  to  stop  it.  The  railroads  can't  do  anything  except 
to  furnish  cars.  As  carriers  it  is  our  duty  to  do  that ;  the  commission 
has  held  that  we  must  do  that. 

TKe  Chairman.  This  committee  has  been  informed  that  there  is  a 
considerable  number  of  idle  vessels  of  the  Shipping  Board  suitable 
for  coastwise  trade,  but  that  the  transportation  charge  for  coal  from 
the  Pocahontas  district  to  New  England  is  now  $5.25,  and  that  the 
all-rail  rate  from  the  Clearfield  district  to  New  England  is  $3.36; 
that  in  the  new  rates  the  all-rail  rates  will  be  $5.04  from  the  Clearfield 
district  to  New  England  and  that  the  rail  and  ocean  rates  will  be 
increased  at  least  by  80  cents  to  $6.05.  In  order  to  relieve  the  railroad 
shortage  this  committee  has  urged  the  Shipping  Board  to  reduce  its 
water  rate  from  $2.75  to  $1.50  from  Hampton  Boads  to  Boston.  This 
would  bring  the  water  rates  below  the  rail  rates.  Now,  a  moment 
ago,  Mr.  Willard,  you  said  that  you  had  called  on  Admiral  Benson; 


RECONSTRUCTION  AND  PRODUCTION'.  159 

I  knew  you  had  and  I  rather  approved  of  it.  It  seems  to  us  that 
rather  than  have  a  numb^  of  Snipping  Board  vessels  lying  idle  at 
Hampton  Roads  with  crews  on  them  it  would  be  better  tor  them 
even  to  be  run  at  a  loss. 

Mr.  WiLLARD.  It  did  seem  so  to  me. 

The  Chairman.  To  relieve  the  situation. 

Mr.  WiLLARD.  Save  cars.  I  approached  it  from  that  angle.  One 
car  yield  more  from  the  Pocohontas  district  to  Hampton  Roads 
would  be  as  much  as  four  or  five  cars  hauling  the  same  coal  into  New 
England,  It  would  save  cars,  it  would  make  the  railroads  more  effi- 
cient, and  it  was  from  that  point  of  view  that  I  urged  it  upon 
Admiral  Benson. 

The  Chairman.  I  am  glad  you  did  that.  The  other  day  I  wrote 
him  that  in  the  public  interest.  After  all,  these  were  Government 
vessels^nd  even  at  a  loss  it  would  be  helpful. 

Mr.  WiLLARD.  There  is  something  that  the  Government  itself  can 
do  with  facilities  that  it  has  idle  at  this  moment  to  help  meet  this 
transportation  situation,  if  it  will. 

The  Chairman.  And  that  ultimately  would  release  some  rail  facili- 
ties for  the  handling  of  the  general  business? 

Mr.  WiLLARD.  That  itself  would  put — I  almost  was  about  to  say 
that  would  have  as  much  effect  of  making  more  cars  available  for 
the  shipment  of  coal  and  other  things  as  the  stoppage  of  exports. 
It  would  have  some  effect.  How  mucn,  I  don't  know ;  but  we  ought 
to  move  more  coal  into  New  England  by  water  and  some  cars. 

The  Chairman.  Can  you  tell  us  what  the  inland  and  ocean  rates 
to  Boston  from  the  Pocohontas  district  were  formerly  ? 

Mr.  WrLLARD.  No ;  I  can't.  I  know  this,  Mr.  Chairman,  that  from 
Baltimore — and  they  were  about  the  same;  that  is,  from  Virginia 
through  Baltimore — that  the  all-rail  route  to  New  England  pre- 
vious to  the  war  was  about  50  to  75  cents  higher  than  the  rail  and 
water  route  through  Baltimore.    Now  it  is  $1.50  lower. 

The  Chairman.  Now,  inland  and  ocean  rates  usually  are  cheaper 
than  all- rail  routes. 

Mr.  WiLLARD.  Oh,  yes;  we  have  been  led  to  believe  that  water 
transportation  is  cheaper  than  rail  transportation. 

The  Chairman.  The  people  of  New  York  City  have  put  $160,- 
000,000  into  the  Barge  Cfanal.  Is  there  any  way  in  which  you  could 
recommend  that  this  waterway  and  other  barge  canals  might  be 
brouffht  into  use  to  relieve  the  railroads  of  the  handling  of  bulky 
freight,  unprofitable  to  the  railroads,  and  which  yet  must  be  handled 
cheaply  to  supply  basic  industries? 

Mr.  WiLLARD.  1  don't  know  that  I  can  give  much  helpful  informa- 
tion there.  The  worst  thing  about  that  problem  is  that  the  Erie 
Canal  is  frozen  up  for  four  or  five  months  a  year,  at  a  time  when  the 
railroads  have  the  most  difficulty,  and  then  ^or  the  remainder  of  the 
year  when  it  is  open  the  railroads  usually  have  facilities  to  handle 
all  the  business.  Now,  that  is  a  good  question.  I  don't  feel  compe- 
tent to  go  into  your  canal  business. 

The  Chairman.  The  utilization  of  the  canal  is  a  big  problem.  It 
is  closed  at  least  four  months  of  the  year,  but  in  its  present  shape  it 
can  handle  a  boat  of  2.000  tons.  I  was  amused  to  hear  the  state- 
ment of  a  cement  manufacturer  who  has  a  big  plant  along  the  canal. 
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He  told  us  that  the  towboats  that  tow  the  barges,  some  of  them 
own^d  by  the  State,  are  operated  under  the  eight-hour  law ;  that  the 
towboat  would  pull  the  barges  8  hours  and  then  tie  up  at  the  bank 
for  16,  and  that  it  took  a  longer  time  now  to  move  freight  through 
the  canal  than  it  did  when  we  had  mules  to  pull  them. 

Mr.  WiLLARD.  Please  don't  misunderstand  me.  I  am  in  favor  of 
making  the  greatest  economic  use  possible  out  of  all  water  facilities. 
I  am  not  in  any  sense  opposed  to  the  use  of  water  facilities.  I  think 
the  Erie  Canal  ought  to  be  used  to  the  greatest  extent  that  it  is 
economipallv  possible.  It  ought  to  be  used  with  the  full  under- 
standing or  what  it  costs,  wherever  freight  can  be  moved  cheaper 
that  way  than  by  rail,  and  the  extended  use  of  it  ought  to  be  en- 
couraged. By  no  means  would  I  want  you  to  think  that  I  am 
opposed  to  this  transportation,  and  I  will  say  right  here  this  mo- 
ment that  the  railroads  now  are  giving  serious  consideration  to  the 
adjustment  of  rates  under  this  new  order  of  the  commission  that 
will  mean  if  it  works  out  taking  voluntarily  less  than  they  have 
been  permitted  to  take  in  order  to  encourage  more  movement  of 
grain  over  the  lakes  in  this  present  emergency  in  order  to  get  busi- 
ness to  go  away  from  them.  They  are  considering  how  they  can  re- 
adjust the  rates  at  a  lesser  increase  than  they  have  been  granted 
and  encourage  more  grain  to  go  by  water  transportation  to  help 
out  this  situation. 

The  Chairman.  Speaking  of  the  Barge  Canal,  our  Barge  Canal, 
it  seems  to  me  that  there  is  a  great  opportunity  there  for  some  one 
who  has  the  courage  to  operate  it.  There  is  less  business  being  done 
there  than  75  years  ago. 

Mr.  WiLLARD.  I  didn't  know  that. 

The  Chairman.  Well,  there  is,  and  facilities  are  greatly  improved,, 
and  I  have  in  mind  what  you  suggested  that  it  can  only  be  operated 
for  eight  months  in  the  year,  and  that  makes  it  difficult ;  but  if  some 
one  had  the  courage  to  go  in  there  and  put  a  line  of  towboats  in, 
that  would  make  it  effective. 

What  is  the  percentage  of  freight  cars  off  the  lines  of  owners  of 
those  cars? 

Mr.  WiLLARD.  I  don't  know  now.  At  the  beginning  of  Federal 
control  the  record  that  we  kept  at  that  time  showed  that  all  the 
railroads  in  the  United  States  that  on  the  average  about  half  of 
the  cars  on  their  lines  were  their  own  and  half  on  some  other  line. 
That  got  down  so  that  by  the  end  of  Federal  control  the  figures 
would  indicate  that  on  the  average  the  individual  road  only  had 
some  22  or  23  per  cent  of  its  cars  on  its  own  road  and  the  rest  of 
the  cars  on  other  railroads.  I  should  say  here  that  the  percentage 
may  be  25  or  30  per  cent  probably. 

The  Chairman..  Mr.  Willard,  what  is  the  percentage  of  cars  out 
of  repair  at  the  present  time? 

Mr.  WiLLARD.  I  think  about  7§.    It  has  gone  up  somewhat. 

The  Chairman.  Your  bureau  of  economics  suggested  about  4  per 
cent.  The  railroads  of  themselves  took  that  action,  and  they  went 
on  record  in  a  resolution  that  was  passed  by  the  association  of  execu- 
tives, that  the  railroads  should  make  a  special  effort  and  ought  to 
be  able  to  keep  the  bad  orders  down  to  4  per  cent.  Now,  if  the  roads 
do  from  7  to  4  per  cent,  that  would  nut  75,000  more  cars  into  actual 
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service  that  are  now  unfit  for  service.  I  recall  that  vou  made  that 
statement. 

Mr.  WiLLARD.  Yes. 

The  Chairman.  Do  the  railroad  lines  repair  the  cars  of  foreign 
lines? 

Mr.  WiixARD.  Oh,  yes.  They  don't  make  the  same  kind  of  re- 
pairs. The  general  plan  before  the  cars  went  into  a  general  pool 
was  for  one  road  to  make  such  repairs  on  the  cars  of  another  road 
as  would  enable  it  to  safely  move  along  and  get  home,  because  each 
road  preferred  making  the  extended  repairs  on  its  own  cars  itself, 
using  its  own  material  for  that  purpose. 

The  Chairman.  What  steps  have  been  taken  by  the  railroad  com- 
panies to  increase  the  number  of  open-top  cars  ? 

Mr.  WiuLARD.  Well,  the  only  steps  that  could  be  taken  would  be  to 
purchase  more  open-top  cars,  and  this  question  of  additional  equip- 
ment, as  you  perhaps  know,  has  been  under  consideration  between 
the  railroads  and  the  Interstate  Commerce  Commission  since  the  end 
of  Federal  control.  While  a  large  sum  of  money,  in  one  sense — it  is 
small  in  another — was  made  available  for  that  purpose,  I  am  not 
sure  that  the  matter  has  been  thoroughly  worked  out  yet,  as  a  rail- 
road committee  recommended  a  short  time  ago,  after  looking  into  the 
matter,  that  the  railroads,  as  a  whole,  ought  to  have  about  40,000 
more  coal  cars.  Xow,  some  of  the  individual  roads — a  few — have 
bought  coal  cars,  and  others  are  arranging  with  the  Interstate  Com- 
merce Commission  for  the  financing  of  new  equipment.  I  can't 
answer  you  definitely,  because  I  don  t  know.  I  know  the  matter  is 
being  considered. 

The  Chairman.  Do  you  believe  it  would  be  to  the  economic  advan- 
tage of  the  country  to  have  freight  cars  monopolized  under  the 
ownership  of  a  cooperative  company  in  which  the  railroads  would 
hold  shares  equivalent  to  the  value  of  their  freight  cars,  wherever 
located?  '  ; 

Mr.  Wuxard.  I  think  that  the  principle  could  be  applied,  not  en- 
tirely, but  in  a  measure,  and  that  it  would  be  helpful.  I  think,  for 
instance,  and  we  have  recommended,  that  it  would  be  advisable  for 
the  Government  itself  to  buy  20,000  or  30,000  refrigerator  cars  and 
use  those  in  one  part  of  the  country  in  one  season  and  in  another 
part  in  the  other,  and  they  would  be  free  to  go  anywhere  as  the  occa- 
sion required — something  like  a  Pullman  car.  I  do  believe  that 
refrigerator  cars  might  well  be  owned  and  operated  as  you  suggest. 
It  might  also  be  possible  to  extend  it  to  some  of  the  box  cars.  I 
think  on  the  whole  it  would  be  better  to  have  the  roads  themselves 
own  the  equipment  necessary  to  take  care  of  their  requirements  in 
normal  times,  but  in  order  to  take  care  of  the  peak  load  it  might  be 
durable  to  have  a  certain  amount  of  eauipment  owned  and  operated 
just  as  you  say,  and  then  it  may  be  used  to  help  out  the  situation. 

The  Chairman.  In  an  emergency? 

Mr.  Willard.  Yes.  That  has  been  thought  of  a  good  deal  and  dis- 
cussed by  railroad  men. 

The  Chairman.  Might  such  a  company  secure  credit  for  new  car 
building  more  readily  than  the  individual  railroads,  especially  if 
the  cars  were  rented  to  the  railroads  at  rentals  which  would  cover 
their  repairs  and  amortize  their  cost  in  from  12  to  15  years? 
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Mr.  W^LLARD.  It  is  pretty  hard  to  answer  that  yes  or  no,  but  1 
think  it  is  a  practical  plan. 

The  Chairman.  The  formation  of  such  a  company  may  relieve  the 
credit  strain  from  the  railroads. 

Mr.  WiLLARD.  It  would  strain  somebody  else's  credit.  They  arc 
all  up  to  the  limit  now,  I  guess. 

The  Chairman.  Is  there  any  way,  which  you  would  recommend 
to  this  committee,  in  which  the  Government  might  aid  in  promptly 
replenishing  the  car  supply  so  that  a  recurrence  of  the  present 
emergency  could  be  avoided? 

Mr.  WiLLARD.  That  also  is  a  very  large  question.  We  are  trying 
to  find  out  now  just  how  many  cars  we  ought  to  have  in  this  country. 
We  don't  know.  We  believe  we  can  get  more  efficient  use  out  of 
cars  than  we  have  in  the  past,  but,  in  order  to  do  that,  the  public 
will  have  to  give  up  some  of  the  advantages  they  have  had.  In 
the  past  shippei'S  have  been  permitted  to  load  a  car  at  one-third 
or  one-fourth  of  its  capacity,  in  manv  instances  two-thirds,  and 
have  the  advantage  of  carload  rates.  AH  of  that  has  tended  to  an 
uneconomic  use  of  equipment.  They  have  been  permitted  to  re- 
consign,  and  they  have  been  permitted  to  hold  cars.  That  has  re- 
sulted in  unnecessary  delay. 

If  these  practices  were  corrected  and  we  were  able  to  operate  in 
the  standards  that  we  think  we  can,  we  wouldn't  need  as  many  cars 
as  we  would  if  these  practices  are  all  to  continue,  and  we  would  not 
be  able  to  do  as  well  as  we  hope.  We  are  studying  that  at  this 
minute.  I  believe  that  the  transportation  act,  which  Congress  has 
passed,  properly  interpreted  by  the  Interstate  Commerce  Commis- 
sion, as  1  believe  it  has  been  in  its  recent  award,  will  serve  to  put 
the  railroads  on  a  solvent  basis  and  once  that  is  done,  that  they  may 
be  depended  upon  themselves  to  provide  the  necessary  facilities  to 
take  care  of  the  business  of  the  country.  I  will  add  to  that  what 
I  said  a  minute  ago,  that  it  mi^ht  be  in  the  public  interest  for  the 
railroads  to  provide  not  each  line  for  the  peak  load,  but  each  line 
for  the  ordinary  load,  with  a  surplus  that  might  be  held  by  some 
central  body,  for  instance,  the  Interstate  Commerce  Commission, 
might  very  well  have  charge^  I  would  suppose,  of  a  car  trust  oi 
50,000  box  cars  or  20,000  refrigerator  cars,  and  perhaps  some  other 
kind  of  cars,  and  those  cars  could  be  used  in  emergencies  and  save 
the  individual  road  from  investing  money  for  cars  that  might  not 
be  needed  ordinarily.  Now,  some  develoj)ment  of  that  idea  might 
be  valuable  and  helpful,  but  there  is  nothing  that  I  would  want  to 
say  at  this  moment  as  reflecting  nay  matured  judgment  on  that 
matter,  because  I  haven't  given  it  sufficient  thougnt. 

Mr.  Miller.  Mr.  Willard,  I  thought  I  understood  you  to  say  that 
the  railroads  were  contemplating  voluntarily  making  a  rate  less 
than  the  authorized  charge  in  order  to  encourage  water  shipments. 

Mr.  WiLLARD.  Yes ;  we  had  that  under  consideration. 

Mr.  Miller.  Now,  on  page  250  of  the  decisions  of  the  Interstate 
Commerce  Commission,  referring  to  rates  of  building  materials,  it 
says  that  "  the  carriers  have  stated  a  willingness  to  promptly  adjust 
in  cases  where  hardships  from  general  percentage  increases  are 
shown,"  and  special  attention  is  called  to  these  commodities  to  the  end 
that  such  action  may  be  taken  as  the  facts  seem  to  warrant.    From 
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this  quotation  from  the  Interstate  Commerce  Comftiission,  I  guess 
it  seems  clear  that  the  Interstate  Commerce  Commission  expects  the 
railways  to  adjust  rates  on  building  material  without  adhering  to  the 
general  percentage  of  increases  in  order  to  save  the  users  of  those 
commodities  from  hardships.  Have  the  railroads  in  mind  taking 
any  such  action,  following  the  precedent  that  you  have  suggested 
on  grain  and  following  this  recommendation  of  the  Interstate  Com- 
merce Commission? 

Mr.  WiULARD.  Well,  I  don't  think  the  two  cases  are  analogous. 
The  action  that  I  said  that  we  are  considering  with  reference  to 
grain  for  the  purpose  of  giving  the  shipper  of  grain  a  lower  rate  as 
seems  to  be  contemplated  in  connection  with  the  shipper  of  building 
material,  the  purpose  was  rather  this:  To  encourage  the  movement 
of  a  larger  volume  of  grain  by  water  so  as  to  relieve  the  freight 
equipment  for  more  important  purposes  and  the  only  way  we  could 
make  more  grain  go  by  water  was  to  make  it  cheaper.  Now,  the 
railroads  are  considering  that,  because  they  felt  that  by  doing  that 
and  bringing  the  water  transportation  into  use,  we  would  be  better 
able  to  take  care  of  the  movement  of  freight  demanding  the  use  of 
box  cars. 

Now,  this  other  matter  that  j^ou  speak  of,  1  ilon  t  Know  jnsi  whui 
the  commission  had  in  mind  and  I  assume  that  whatever  di|Iiculties 
or  conditions  might  arise  such  as  contemplated  there  would  be 
brought  to  the  attention  of  the  carriers  bv  the  builders.  Naturally 
it  is  a  case  where  the  builder  would  act  in  the  first  instance  and  I 
have  no  doubt  that  the  carriers  would  certainly  undertake  to  carry 
out  a  decision. 

Mr.  Miller.  In  this  problem  of  housing  Ave  have  the  consideration 
of  what  the  minimum  wage  earner  can  pay  on  the  one  hand,  and 
what  the  materials  cost  on  the  other,  and  the  chief  elements  in  the 
cost  of  materials  are  transportation,  fuel,  and  labor.  Subsequent  to 
Judge  Lovett's  priority  order  No.  2  the  rates  on  building  materials 
were  increased  more  largely  than  the  rates  on  other  materials.  In 
that  raise  of  June,  1918,  there  was  an  averag^e  50  per  cent  horizontal 
increase  in  building  materials,  and  an  additional  40  per  cent  at  this 
time  would  bring  rates  on  building  materials  considerably  out  of 
proportion  with  rates  on  other  commodities,  the  total  increases  on 
building  materials  amounting  to  about  140  per  cent  and  those  on 
other  commodities  to  about  85  per  cent. 

Mr.  WiLLARD.  May  I  ask  just  what  materials  you  have  in  mind 
when  you  speak  of  building  materials? 

Mr.  Miller.  Sand,  gravel,  slag,  cement,  lumber,  etc. 

Mr.  Willard.  It  wasn't  my  thought  that  lumber  had  been  in- 
creased in  any  such  rate  as  that  and  in  any  event  I  hadn't  thought 
before  that  the  rates  on  those  materials  that  you  speak  of  have  been 
increased  to  the  extent  that  you  mentioned. 

Mr.  Miller.  I  may  be  in  error  on  this,  but  it  was  said  that  when 
this  new  rate  goes  into  effect  the  building  material  user  will  be 
paying  $2.40  against  the  dollar  which  he  paid  in  June,  1918. 

Mr.  Willard.  That  might  be,  and  it  might  be  that  he  was  paying  a 
rate  unreasonably  low  at  that  time. 

Mr.  Miller.  And  the  user  of  a  general  commodity  will  be  paying 
$1,85  against  a  dollar. 
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Mr.  WiLLARD.  And  even  so,  it  may  be  that  they  are  on  an  actual 
parity  as  between  themselves  now  and  were  not  formerly.  I  think 
the  commission  generally  held  that  each  material  should  pay  its  cost 
of  doing  the  business;  and  if  the  building  material  is  paying  more 
than  that,  certainly  they  have  a  good  case. 

Mr.  Miller.  The  principle  is  held  that  the  traffic  should  not  have 
a  price  put  on  it  more  than  it  will  bear — ^that  will  stop  its  movement. 

Mr.  WiLLARD.  Well,  what  the  traffic  will  bear  is  a  phrase  that  has 
become  very  much  discredited  in  the  public  mind.  Of  course  I  am 
personally  a  believer  in  the  principle  of  fixing  rates  not  necessarilv 
as  to  what  the  public  will  bear,  but  I  would  fix  them — they  shouldn  t 
be  fixed  on  a  basis  that  the  traffic  will  not  bear.  I  think  rates  should 
be  fixed  with  reference  to  the  value  of  the  service,  but  that  is  not 
the  policy  we  are  generally  following  in  this  country,  and  that  policy 
as  a  general  policy  has  been  condemned. 

Mr.  Miller.  When  sand  is  costing  $4  a  cubic  yard  in  Chicago, 
which  city  has  natural  sand  dunes  all  around  it,  a  material  increase 
in  the  cost  of  transportation  of  sand  would  make  a  pretty  serious 
item  in  the  cost  of  Quilding.  On  the  other  hand,  an  increase  of  $5 
a  ton  on  silk  ^irts  wouldn't  mean  a  great  deal.  I  have  seen  some 
publicity,  apparently  gotten  out  by  the  railroad  people,  showing  the 
amount  of  extra  cost  that  was  involved  in  the  new  rates;  for  instance, 
the  shipping  of  a  pair  of  shoes  being  If  cents  a  pair.  I  suppose  it 
would  be  possible  for  your  bureau  of  economics  to  tell  the  additional 
cost  under  the  new  rates  involved  in  shipping  material  for  a  typical 
home. 

Mr.  WiLLARD.  Don't  'you  think  it  might  be  a  little  misleading  if 
you  emphasize  the  cost  of  transportation,  which  at  the  outside  is  not 
40  per  cent  while  you  have  had  an  increase  of  100  per  cent  in  wages 
and  probably  100  per  cent  in  the  cost  of  lumber.  1  venture  that  the 
percentage  increase  of  transportation  is  the  lowest  percentage  of 
them  all,  and  would  it  be  right  to  call  attention  to  that  unless  you 
pointed  the  others  out  at  the  same  time? 

Mr.  Miller.  I  think  not;  but  transportation  is  a  basic  element 
which  will  remain  constant  for  years  to  come  and  in  all  probability 
not  be  reduced  and  the  other  elements  are  due  to  an  extraordinary 
demand  brought  about  by  curtailment  during  the  war. 

Mr.  WiLLARD.  The  transportation  act  makes  it  the  duty  of  the  com- 
mission to  reduce  rates  whenever  they  yield  more  than  a  certain 
amount. 

Mr.  Miller.  I  was  hopeful  in  drawing  this  to  your  attention  in 
connection  with  your  remarks  on  grain  and  in  connection  with  the 
somewhat  encouraging  remarks  of  the  Interstate  Commerce  Commis- 
sion. 

Mr.  WiLLARD.  Please  bear  in  mind  that  I  also  said  that  I  do  not 
think  the  two  cases  are  analogous.  We  certainly  will,  I  am  sure,  be 
glad  to  meet  with  any  committee  of  builders  for  the  purpose  of  con- 
sidering that,  but  I  am  not  sure  just  what  the  commission  had  in 
mind.  Now,  this  other  matter  that  the  railroads  are  considering  is 
a  temporary  emergency,  is  the  taking  of  less  than  they  are  authorized 
to  take  in  order  to  stimulate  the  movement  of  f reiojht  over  the  water 
and  release  box  cars  for  some  other  purpose.  \o\x  see  it  is  quite 
another  point  of  view. 
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Mr.  MnxER.  The  other  day  the  chairman  wrote  to  Mr.  Cuyler 
pointing  out  that  building  material  is  bulky  and  in  the  adjustment 
of  rates  might  be  considered  as  against  the  more  valuable  freight. 

Mr.  Wfllard.  Well,  I  think  it  should  be,  and  it  is  in  a  way  in  the 
classification  of  freight,  and  1  think  probably  building  material  such 
as  you  have  mentioned  is  generally  carried  on  the  lower  classification 
and  lower  rate,  but  the  fixing  of  rates  as  to  what  the  traffic  will  bear 
is  a  principle  that  has  been  thoroughly  condemned,  so  I  think  that  1 
wouldn't  myself  care  to  advocate  it. 

Mr.  Mtller.  I  think  that  tlie  current  opinion  was  that  the  excess 
increase  in  f reiffht  rates  on  building  materials  in  June,  1915,  was 
largely  to  reinforce  Judge  Lovett's  priority  order  No.  2  as  a  war 

Mr.  Wellard.  I  don't  think  so.  If  it  were  a  fact  I  didn't  know  of 
it  at  the  time.    I  never  heard  that  advanced. 

Mr.  Miller.  Of  course,  an  extra  charge  on  valuable  manufactured 
commodity  is  an  altogether  different  thing  from  an  extra  charge 
on  a  basic  industry,  without  which  other  industries  can  not  progress. 
Something  has  got  to  be  done  to  keep  down  the  cost  of  building, 
otherwise  it  can't  progress,  and  we  will  have  social  disorder.  In 
every  city  and  town  of  any  size  in  the  United  States  there  are  com- 
mittees trying  to  solve  "  the  housing  problem,"  and  they  can't  get 
^ery  far  without  better  transportation  at  lower  cost. 

Mr.  WiLLARD.  Well,  now,  1  can't  discuss  to  any  advantage  to  you 
the  probable  rates  of  building  material.  Certainly  rates  on  building 
material  should  be  fair.  It  they  are  made  lower  than  what  they 
should  be  to  be  compensatory,  then  something  else  has  got  to  pay. 
That  is  a  matter  analogous  to  taxation  in  a  way,  and  certainly  that 
power  does  not  rest  with  the  railroads,  and  it  has  been  generally  con- 
demned as  a  matter  of  public  policy.  I  have  nothing  to  say  on  that, 
but  so  far  ais  transportation  service  entered  into  building  and  into 
the  building  program  I  want  to  repeat  that  we  ought  to  keep  in 
mind  first  of  all  that  at  the  moment  and  probably  for  a  few  months 
to  come  there  will  not  be  sufficient  transportation  to  go  around,  and 
we  can't  immediately  add  to  the  transportation  facilities. 

We  can  only  do  the  best  we  can  with  what  we  have.  The  railroads 
have  set  for  themselves  standards  higher  than  has  ever  been  ac- 
complished. They  do  believe  they  will  be  able  to  do  it  with  more 
intensive  operation.  We  have  urged  the  cooperation  of  the  shipper 
in  loading  and  unloading  cars,  frequently  doing  everything  that  they 
can  to  let  us  make  the  car  more  effective.  If  in  spite  of  all  these  things 
it  happens  that  people  who  want  to  ship  material  are  not  able  to  get 
cars  and  things  of  prime  importance  in  the  public  interest  are  being 
held  up,  take  it  up  with  a  committee  acquainted  with  the  facts,  take 
it  up  with  One  of  our  committees,  and  we  believe  we  will  be  able  to 
work  it  out  in  such  a  way  as  will  meet  the  situation.  It  is  just  as  I 
expect  to  get  those  piles  for  the  bridge  at  Springfield.  Now,  Mr. 
l^niesdale  will  be  the  chairman  of  the  committee  here  in  New  York. 
Mr.  Truesdale  will  meet  your  committee  at  any  time  for  the  pur- 
pose of  discussing  the  matter.  He  will  have  Mr.  Barnes  come  over 
from  Washington,  if  necessary;  he  is  acquainted  there,  and  if  it 
flevelops  that  modifications  of  the  commission's  order  are  necessary 
the  commission  has  said  that   it  would  make  modifications  upon 
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showing.  Of  course,  all  we  can  do  is  to  recommend,  but  they  have 
been  following  our  recommendations  and  made  a  nimiber  of  modifi- 
cations, and  they  will  do  it;  I  am  sure  they  will  do  it  in  the  case  of 
the  Springfield  bridge.  I  believe  they  will.  Of  coui*se,  I  don't  know, 
but  I  believe  they  will,  and  I  believe  in  every  case  of  that  kind  they 
will  also  do  it,  and  I  believe  if  your  housing  program  is  being 
checked  at  this  moment  that  Mr.  Truesdale  and  his  committee  can 
either  themselves  or  with  the  assistance  of  the  Interstate  Commerce 
Commission  through  the  issuance  of  such  permits  arrange  to  bring  in 
such  material  as  you  need.  That  we  want  to  do  and  I  believe  we 
can  do  it,  and  I  want  you  to  feel  that  we  are  anxious  to  do  all  that 
we  can. 

The  Chairman.  I  thank  you,  Mr.  Willard.    We  have  had  a  very 
interesting  session,  and  we  have  got  to  know  each  other  better. 

Mr.  Willard.  Yes. 

The  Chairman.  And  I  want  to  help  you,  and  the  committee  does 
in  every  way  they  can.  We  are  going  through  a  difficult  period  and 
we  have  got  to  work  it  out.  This  committee,  of  course,  touching 
every  phase  as  we  do,  recognizes  the  difficult  situation  that  the  Nation 
is  in  and  the  question  of  providing  for  these  great  construction  in- 
dustries. 

Mr.  Willard.  I  might  say  this  and  it  certainly  will  be  encouraging 
to  vou.  I  have  told  you  of  the  difficulties.  The  strikes  that  were 
called  in  June,  in  April,  May,  and  June,  which  interfered  with  the 
movement  of  business  have  been  eliminated  very  largely.  The  work- 
ingmen  seem  to  be  generally  satisfied  with  the  wage  increases,  and 
from  all  directions  I  hear  it  generally  said  that  men  are  working 
better  and  getting  over  the  road  and  taking  things  better.  The 
officers  of  the  roads  themselves  have  got  new  life.  For  the  last  two 
years  the  railroads  have  potentially  been  busted;  most  of  them,  the 
majority  of  them,  were  not  earning  any  interest,  hardly  any  were 
earning  any  dividends,  and  many  of  them  were  not  earning  operating 
expenses.  It  isn't  human  for  a  man  to  get  up  on  his  tip  toes  and 
do  the  best  that  is  in  him  and  when  he  gets  done  he  has  nothing  to 
show  for  it. 

Now  to-day,  under  the  operation  of  the  transportation  act  and 
under  the  recent  award  of  the  commission,  the  railroads  are  poten- 
tially, as  a  whole,  solvent.  They  have  got  something  to  work  for 
now,  and  I  have  never  seen  the  railway  managers  of  this  country 
making  greater  efforts  than  they  are  to-day  to  increase  transporta- 
tion, to  meet  the  standards  that  we  have  set  up,  and  that  is  being 
reflected  in  a  larger  movement  of  cars  every  day.  I  think,  unless 
we  have  other  strikes  and  difficulties  that  are  not  now  in  sight,  that 
the  volume  of  business  moved  is  going  to  show  a  steady  increase. 
You  are  going  to  get  that  result  from  the  wage  increase  even  before 
it  goes  into  effect,  and  the  effect  of  that  will  be  to  put  the  railroads 
in  a  position  where  they  can  once  more  go  ahead  and  add  to  their 
facilities.  You  are  also  beginning  to  get  the  benefit  of  the  rate  in- 
crease, although  that  hasn't  gone  into  effect. 

The  Chairman.  That  is  good.    Thank  you. 

(Thereupon  the  committee  took  a  recess  until  3  o'clock  p.  m.) 
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AFTER  RECESS. 

At  3  o'clock  p.  m-  the  committee  reassembled  pursuant  to  the  tak- 
ing" of  recess. 

The  Chairman.  The  committee  will  be  in  order. 

STATEMENT  OF  COL.  DAITIEL  B.  WEHTZ,  FEESIDENT,   OF  THE 

NATIONAL  COAL  ASSOCIATION. 

The  Chairman.  Col.  Wentz,  you  are  a  coal  operator,  I  believe. 

Col.  Wentz.  Yes,  sir. 

The  Chairman.  You  are  president  of  the 

Col.  Wentz.  National  Coal  Association. 

The  Chairman.  And  you  are  also  in  business  under  what  firm 
name? 

Col.  Wentz.  In  both  anthracite  and  bituminous  coal  properties. 
One  of  the  companies  is  the  Stonega  Coal  &  Coke  Co. ;  another  com- 
pany is  the  Winchester  Co. 

The  Chairman.  Colonel,  we  have  had  some  testimony  before  this 
committee  which  indicated  that  the  coal  operators  of  the  country 
were  charging  unusual  prices  for  coal ;  some  have  even  gone  so  far 
as  to  state  that  coal  shippers  were  holding  coal  in  cars,  paying  de- 
murrage, so  as  to  permit  t;liem  the  opportunity  of  speculating  rather 
than  supplying  their  contract  customers.  You,  of  course,  have  heard 
these  things,  and  as  I  understand  it,  you  wish  to  be  heard  bj^  the 
committee. 

The  committee  is  very  glad  to  have  you  appear,  and  would  like  you 
to  tell  us  who  is  to  blame  for  the  shortage  of  coal  and  what  the 
prospects  are. 

Col.  Wentz.  There  is  a  shortage  of  coal  which  has  grown  more 
marked  since  March,  1920.  The  part  of  the  country  which  supplies 
New  England,  New  York,  Pennsylvania,  Ohio,  the  Lakes,  Canada, 
and  such  export  business  as  is  being  done  are  the  coal  fields  in  Penn- 
sylvania, Onio,  West  Virginia,  Maryland,  Virginia,  and  eastern 
Kentucky.  During  the  24  months  of  1917  and  1918  coal  production 
was  at  its  maximum  in  this  country,  bituminous  coal  production. 
The  average  monthly  production  from  that  territory  was  28,000,000 
tons ;  it  got  as  high  as  32,000,000,  the  shipments,  which  will  give  you 
an  idea  of  what  the  normal  consumption  is.  That  is  about  two-thirds 
of  the  bituminous  coal  production  of  the  United  States.  In  a  general 
way  there  has  been  no  marked  shortage  of  coal,  bituminous  coal,  in 
the  other  territory,  the  other  consuming  territory. 

There  have  been  various  interruptions  in  production  as  the  result 
of  railroad  strikes,  to  some  extent  as  the  result  of  strikes  of  miners, 
both  general  and  local,  but  that*  part  of  the  country's  coal  supply  is 
assured,  there  will  be  no  general  difficulty.  However,  in  this  eastern 
section  there  is  to-day  a  shortage  of  nearly  25,000,000  tons  taken  from 
the  first  of  the  year  under  what  shipments  must  normally  be  to  take 
care  of  the  consumption. 

The  Chairman.  When  you  say  tlie  eastern  section,  you  mean 

Col.  Wentz.  The  territory,  ^ew  England,  Pennsylvania,  Ohio, 
Maryland,  West  Virginia,  and  Virginia — this  big  producing  manu- 
facturing territory  of  the  country. 

The  Chairman!^  And  New  York  ? 
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Col.  Wentz.  And  New  York,  of  course.  The  production  in  Janu- 
arj',  or,  rather,  shipments  to  supply  tliat  field,  and  shipments  and 
production  are  the  same — there  are  enough  in  stocks  of  bituminous 
coal— were  between  27,000,000  and  28,000,000  tons.  In  February 
there  were  about  24,000,00*0  tons.  In  March  they  amounted  to 
27,000,000  tons,  and  then  came  the  big  slump.  In  April  there  was 
only  22,000,000  tons ;  in  May,  23,000,000  tons.  In  June,  because  the 
order  of  the  commission,  No.  7,  began  to  be  felt,  production  in- 
creased to  nearly  27,000,000  tons.  I  think  in  July  it  was  about 
28,000,000  tons,  or  about  the  normal  monthly  average  required, 
showing  that  the  railroads,  operating  normally  and  with  the  as- 
sistance given  them  by  the  commission  in  car  distribution,  were 
able  to  meet  the  situation. 

But  there  is  a  shortage  of  approximately  20.000,000  tons,  which 
must  be  made  up  between  now  and  the  end  oi  the  calendar  year, 
and  if  production  continues  at  the  rate  of  29,000,(X)0  or  30,000,000 
tons  a  month  in  this  territory,  that  requirement  will  be  met. 

The  shortage  has  been  entirely  due  to  a  shortage  of  transporta- 
tion, and,  with  a  production  of  normal  requirements,  you  are  go- 
ing to  see  prices  resume  »^'^rmal  levels  and  a  good  many  evils  which 
exist  to-day  in  connectioi.  with  the  coal  industry^  are  going  to  dis- 
appear. 

The  Chairman.  Colonel,  do  you  want  to  go  along  further  with 
that ;  do  you  want  to  continue  with  your  statement  ? 

Col.  Wentz.  Do  you  want  to  go  into  the  Lake  situation  and  the 
New  England  situation  Mr.  Willard  went  into  this  morning? 

The  Chairman.  Well,  yes ;  a  little  bit. 

Col.  Wentz.  You  asked  Air.  Willard  this  morning  why  there  was 
a  shortage  of  Lake  coal. 

The  Chairman.  And  he  answered  that  they  didn't  have  enough 
cars  to  supply  them. 

Col.  Wentz.  That  is  correct.  The  best  answer  to  that  is  that 
there  are  certain  coal  companies  in  Ohio  which  are  owned  by  dock 
companies  at  the  head  of  the  Lakes.  One  hundred  per  cent  of  their 
production  goes  to  their  owners  at  the  head  of  the  Lakes,  and  has 
for  years.  For  the  first  three  months  or  the  first  60  days  and  almost 
three  months  of  this  year  their  production  was  less  than  40  per 
cent,  because  they  (ouldn't  get  cars  in  which  to  make  shipments. 
That  is  generallv  true  of  their  Lake  situation,  and  that  is  wny  coal 
didn't  get  up.  Those  companies  were  shipping  100  per  cent  or  their 
l)roduction  to  the  head  of  the  Lakes,  and  all  they  could  get  sup- 
plied was  from  35  to  40  per  cent  of  their  normal  production.  That 
situation  created  a  deficit  at  the  head  of  the  Lakes.  A  good  many 
people  who  got  opportunities  to  move  coal  in  other  directions  on 
assigned  cars,  who  before  this  year 'hadn't  sold  largely  to  the  rail- 
•oads,  used  to  ship  their  coal  up  to  the  Lakes.  When  they  couldn't 
^et  cars  to  go  to  the  Lakes  they  sold  to  the  railroads ;  but  the  prin- 
cipal and  the  only  reason  for  the  shortage  at  the  head  of  the  Lakes 
was  because  the  coal  wasn't  mined,  and  therefore  couldn't  be  sent 
up  there. 

The  ('hairman.  And  it  wasn't  mined  because  of  the  lack  of  labor? 

Col.  Wentz.  Because  of  the  lack  of  railroad  cars;  there  was  an 
ample  supply  of  labor. 
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The  Chairman.  So  that  the  fault  seems  to  lie  in  the  direction  of 
the  railroad? 

Col.  Wentz.  I  think  the  railroads  have  frankly  admitted  that  in 
all  of  the  hearings  that  I  have  attended  before  the  commission  in 
connection  with  this  question  and  they  have  frankly  admitted  it  to 
people  interested,  both  the  Lake  people  and  the  operators.  I  don't 
think  there  has  been  any  doubt  about  it.  The  fault  has  been  that  they 
have  been  very  much  aisturbed  by  strikes  by  interruptions  in  their 
employment  and  the  shipments  of  coal  have  suffered  in  the  same  way 
that  the  shipments  of  everything  else  had  suffered,  but  it  has  un- 
questionably been,  solely  been,  a  lack  of  car  supply,  a  lack  of  trans- 
portation. 

The  Chairman.  Is  the  car  situation  much  improved  now? 

Col.  Wentz.  Oh,  yes.  That  is  shown  by  the  increase  in  produc- 
tion. As  I  say  in  this  big  eastern  territory,  which  is  really  the  vital 
territory  of  the  country,  producing  two-thirds  of  bituminous  coal 
and  representing  the  most  vital  part  of  consumption,  it  was  almost 
up  to  normal  for  July. 

The  Chairman.  You  feel  confident  by  the  time  that  cold  weather 
comes  that  the  supplies  for  New  England  and  the  Northwest  will  be 
taken  care  of? 

Col.  Wentz.  If  the  commission  continues  its  order  No.  9  until 
November  New  England  and  the  Northwest  and  the  rest  of  this  ter- 
ritory will  be  taken  care  of.    Conditions  will  be  normal. 

The  Chairman.  Are  the  coal  requirements  this  year  any  greater 
than  last  in  this  country  ? 

Col.  Wentz.  I  can't  give  you  the  detail  figures  on  that.  I  don't 
think  anybody  knows.  1  can  tell  you  what  the  northwestern  require- 
ments are  because  I  saw  their  contracts ;  they  had  them  in  very  good 
shape.  None  of  us  h^ve  been  able  to  find  out  what  the  New  England 
requirements  are.  Mr.  Storrow  puts  an  estimate  on  that.  Some 
gentlemen  who  have  spent  most  of  their  lives  engaged  in  distributing 
coal  to  New  England  differ  with  him  to  several  million  tons  on 
another  estimate,  and  I  can  not  tell  you  what  their  requirements  are 
up  there.  I  don't  think  anybody  knows  what  they  are.  But  we  have 
gone  ahead  based  upon  previous  vears'  experience  and  the  records  of 
movement  of  coal  to  New  England  and  set  up  a  requirement  of 
roughly  about  24,000,000  tons.  I  don't  think  they  are  going  to  take 
it,  but  they  are  going  to  have  an  opportunity  to  take  it. 

The  Chairman.  You  heard  the  testimony  of  Mr.  Willard  this 
morning  that  the  railroads  are  supplying  New  England  more  than 
has  been  their  custom  in  the  past. 

Col.  Wentz.  That  is  correct. 

The  Chairman,  But  the  fall  down  has  been  on  the  water  trans- 
portation ? 

Col.  Wentz.  That  is  correct. 

The  Chairman.  Now,  is  that  because  of  the  fact  we  are  exporting 
so  much  coal  overseas? 

Col.  Wentz.  No,  sir. 

The  Chairman.  And  using  the  facilities  of  Newport  News  and 
Baltimore  for  that  purpose? 

Col.  Wentz.  No,  sir.  The  Consolidation  Coal  Co.,  which  has  a 
plant  in  New  Hami>shire,  hasn't  any  business  to  do  and  hasn't  had 
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this  summer.    It  hasn't  been  able  to  sell  any  water-borne  coal  wliich. 
it  has  normally  sold  for  years. 

The  Chairman.  Why  is  that? 

Col.  Wentz.  The  people  wouldn't  buy  it. 

The  Chairman.  Why  ? 

Col.  Wentz.  High  water  rates.  The  water  rate  to-day,  as  was- 
stated  this  morning,  was  $2.75  from  the  Chesapeake  Bay  ports.  In 
1914,  roughly,  it  was  60  cents. 

The  Chairman.  Who  fixes  that  increased  rate? 

Col.  Wentz.  The  present  water  rates  to  New, England  are  being 
fixed  by  the  Shipping  Board. 

The  Chairman.  Do  you  know  that  they  contend  that  they  can't 
profitably  reduce  the  rates  ? 

Col.  Wentz.  I  believe  the  Shipping  Board  does  make  that  conten- 
tion ;  but  I  have  thought,  in  view  oi  the  large  and  profitable  busi- 
ness it  is  doing  in  other  directions,  that  it  might  easily  absorb  the 
loss  in  its  New  England  movement  and  still  show  a  general  profit  on 
its  operation  which  would  be  satisfactory. 

The  Chairman.  So  that  you  insist  that  it  is  not  because  of  our 
immense  shipments  to  Europe  that  we  don't  consign  coal  via  Hamp- 
ton Roads,  but  because  of  the  higher  rate  of  sending  coal  in  that  way  ? 

Col.  Wentz.  In  1919  the  water-borne  movement  to  New  England 
was,  for  January,  721,000  tons;  January,  1920,  804,000  tons;  in  Feb- 
ruary, 1919,  554,>)00  tons;  February,  1920,  793,000  tons;  March,  1919, 
490,000  tons;  March,  1920,  954,000  tons;  April,  1919,  635,000  tons; 
April,  1920,  717,000  tons;  May,  1919,  772,000  tons;  May,  1920,  776,000 
tons;  June,  1919,  790,000  tons;  June,  1920,  772,000  tons;  July,  1919, 
711,000  tons;  July,  1920,  1,100,000  tons.  That  is  when  New  England 
began  to  take  more  coal  under  the  arrangement  which  was  brought 
up  to  the  Interstate  Commerce  Commission.  You  will  see  that  the 
movement  to  New  England  this  year  by  water  has  been  even  greater 
than  it  was  last  year. 

The  Chairman.  Wasn't  it  off  last  vear  a  little  bit? 

Col.  Wentz.  It  was  because  New  fengland  had  rather  iarge  stocks 
in  the  preceding  year,  it  was  to  some  extent;  but  to  show  the  way 
that  the  coal  has  shifted,  in  1918  New  England  took  as  high  as 
350,000  tons  from  the  port  of  Baltimore ;  for  the  five  months  of  1920 
the  average  shipment  to  New  England  from  the  port  of  Baltimore 
was  between  10,000  and  15,000  tons  a  month,  showing  a  drop  fromi 
350,000  to  10,000.    Coal  wasn't  bought  for  water  movement. 

The  Chairman.  It  costs  how  much  more  a  ton  to  ship  coal  in  via- 
water  route  than  bv  rail? 

Col.  Wentz.  My  recollection  is  about  $1.50. 

Mr.  Miller.  The  difference  between  $5.25  and  $3.36. 

Col.  Wentz.  It  is  about  $1.50. 

The  Chairman.  Is  that  the  only  item  of  increased  cost  that  enters 
into  the  sending  of  coal  via  water  route? 

Col.  Wentz.  \Vell,  the  situation  is  that  there  is  only  a  certain  sec- 
tion of  New  England  which  can  take  coal  from  Hampton  Roads  by 
water,  because  all  the  Sound  ports  have  got  to  be  served  by  light- 
draft  vessels,  by  barges,  most  of  which  do  not  go  to  Hampton  Roads, 
so  if  you  discuss  the  Hampton  Roads  situation,  they  can  never  go  to 
those  places.  Vessels  that  go  to  the  big  ports  or  big  barges  go  to  the 
big  ports. 
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The  Chairman.  What  proportion  of  coal  from  Hampton  Koads 
into  Xew  England  was  spot  coal,  so  called  ? 

Col.  Wentz.  I  don't  know. 

The  Chairman.  My  recollection  is  that  a  ^ery  large  proportion  of 
it  was. 

Col.  Wentz.  1  don't  thinly  so,  for  the  reason  that  under  priority 
ortler  Xo.  6  for  Xew  England  the  shipper  of  export  coal  had  to 
satisfy  the  railway  authorities  at  tidewater  that  he  had  taken  care 
of  his  Xew  England  orders  as  o^  that  date  before  he  would  get  a 
license  to  export.  So  I  think  that  under  that  order  the  movement 
into  Xew  England  was  substantially  on  contract,  covering  such 
contracts  as  the  Xew  England  people  had  made,  but  I  am  frank  to 
say  that  a  lot  of  the  Xew  England  buyers  thought  the  April  market 
was  the  top  and  that  they  would  buy  coal  much  cheaper  later,  and 
a  lot  of  them  didn't  buy  and  did  get  caught  with  the  spot  market. 
The  purchasing  agent  of  the  Boston  &  Maine  Railroad  in  an  inter- 
view at  a  meeting  I  had  with  Mr.  Storrow,  the  fuel  administrator 
for  the  Xew  England  States,  said  he  was  unable  to  get  coal.  It  de- 
veloped that  he  had  only  bought  60  per  cent  of  his  coal  on  contract, 
and  when  I  asked  him  why  he  hadn't  bought  the  other  40  per  cent, 
he  said  he  had  guessed  the  market  wrong.  In  other  words,  there  whs 
a  rising  market,  and  I  know  something  about  his  needs  because  I 
knew  he  had  refused  to  buy  100.000  tons  of  coal  in  April  at  $3.50  at 
the  mines.  I  think  you  will  find  a  great  many  other  cases  qf  that 
sort  where  they  guessed  the  market  rising  wrong,  and  as  the  price 
for  coal  went  up  and  up,  they  had  to  pay  more  for  it. 

The  Chairman. "What  was  the  fair  mine  price  for  coal  before  the 
war? 

Col.  Wentz.  That  varies  tremendously  in  the  different  districts. 
What  district  have  you  in  mind? 

The  Chairman.  For  coal  coming  to  this  market  here? 

Col.  Wentz.  Xew  York.  I  think  that  varied  anywhere  from  $2  to 
$3.50  at  the  mines,  good  grades  of  coal. 

The  Chairman.  What  was  the  mine  price  for  coal  during  the  war? 

Col.  Wentz.  That  varied  in  the  different  districts.  That  was  all 
arranged  by  the  fuel  administrator,  and  there  is  an  old  record  of  that. 
I  will  be  glad  to  furnish  it  to  you. 

The  Chairman.  I  wish  you  would,  and  also  the  mine  price  at  the 
time  of  the  sie^ning  of  the  armistice. 

Col.  Wentz.  Those  prices  were  still  in  effect ;  the  Fuel  Administra- 
tion prices  were  still  in  effect. 

The  Chairman.  When  did  the  price  of  coal  begin  to  increase  ? 

Col.  Wentz.  About  July  1, 1919. 

The  Chairman.  What  is  the  mine  price  for  coal  now? 

Col.  Wentz.  TTiat  depends  on  the  districts  in  which  it  it^  mined. 
I  know  under  order  Xo.  10  coal  is  being  sold,  spot  coal  for  movement 
up  the  lakes,  from  $5  to  $7  at  the  mines. 

The  Chairman.  What  was  the  contract  price  at  the  mines  in  May 
and  April  of  this  year  in  Pennsylvania? 

Col.  Wentz.  That  varied  in  the  districts.  Some  of  the  western 
States  went  as  low  as  $2.75.  It  varied  from  that  to  $5  a  ton.  I 
should  sav  a  fair  average  price  of  good  grade  of  bituminous  coal 
would  be  from  $3.75  to  $4.50. 
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The  Chairman.  Public  utilities  men  here  in  New  York  City  testify- 
that  the  price  to  them  in  their  contracts  made  in  April  of  this  year 
was  about  $4.75. 

Col.  Wentz.  Well,  they  require,  as  a  rule,  a  pretty  high  grade. 
Was  that  illuminating  gas  coal  or  steam  coal?     What  was  itf 

The  Chairman.  That  was  for  the  Edison  Co.  for  electricity. 

Col.  Wentz.  Electrical  steam  coal. 

The  Chairman.  And  for  the  operation  of  the  electric  railways 
here  in  the  city.  ^ 

Col.  Wentz.  They  may  have  gotten  some  special  coal  which  may 
have  varied  25  cents  a  ton  over  the  prices  I  have  suggested. 

The  Chairman.  They  told  us  here  that  so  far  this  year,  although 
they  had  contracts  enough  to  cover  all  their  needs,  so  far  this  year 
they  have  been  compelled  to  buv  one-third  of  the  coal  they  re- 
quired to  carry  them  along  from  day  to  day — what  is  known  as  spot 
coal. 

Col.  Wentz.  Well,  Senator,  take  the  records  of  the  railroad  per- 
formance, take  from  March  1.  As  I  have  indicated  by  the  tonnages 
I  have  read  for  the  mines  which  supply  this  market  would  not 
average  55  per  cent  of  the  capacity  of  the  mines.  That  is  all  they 
have  averaged,  so  naturally  the  miner  could  not  supply  more  than 
55  per  cent  of  the  tonnage  he  had  contracted  to  sell,  and  if  they  got 
66  per  cent  performance  on  their  contract  they  must  have  gotten  a 
better  car  supply  than  their  proportion. 

The  Chairman.  They  didn't  get  66  per  cent.  They  were  unable 
to  lay  up  any  surplus.  They  were  living  from  day  to  day.  They 
were  getting  about  50  per  cent  of  their  needs. 

Col.  Wentz.  Take,  tor  instance,  the  B.  &  O. ;  it  ran  about  34  per 
cent  for  months. 

The  Chairman.  That  is,  they  were  getting  about  50  per  cent  of 
the  customary  deliveir  for  that  period  of  the  year. 

Col.  Wentz.  I  should  say  that  they  got  their  full  proportion  of  the 
available  car  supply.  That  is  a  little  better  than  the  B.  &  O.  ran 
and  that  is  a  little  better  than  some  sections  of  the  Pennsylvania 
ran. 

The  Chaiitman.  They  were  required  to  go  out  in  the  open  market 
and  buy  one-third  of  their  day-to-day  ne^s. 

Col.  Wentz.  Well,  you  understand  why  that  would  be.  If  a  pro- 
ducer of  coal  is  only  getting  one-half  of  his  car  supply  and  had 
sold  perhaps  only  75  or  80  per  cent  of  his  customary  production,  he 
could  only  supply  the  proportion  that  he  could  get  cars  to  ship. 

The  Chairman.  These  men  before  our  committee  to-day,  both  util- 
ity and  others,  contend  that  while  they  only  got  50  per  cent  of  the 
contract  requirements  and  were  compelled  to  go  out  and  buy  spot 
coal,  that  some  of  the  verv  operators  who  were  furnishing  coal  tor 
their  competitors  were  selling  them  spot  coal. 

Col.  Wentz.  Why  did  they  buy  it  from  them?  Why  didn't  they 
demand  that  the  coal  be  delivered  on  their  contracts? 

The  Chairman.  They  demanded  it,  but  the  coal  operators  insisted 
they  did  not  have  the  coal  to  give  them. 

Col.  Wentz.  That  is  just  a  question  of  common  law,  Senator.  I 
do  not  think  it  is  necessary  to  go  into  that.  If  I  imdertook  to  de- 
liver a  commodity  to  you  and  I  did  not  do  it  and  I  come  aroimd  and 
shift  the  price,  you  can  certainly  collect  damages  from  me. 
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Mr.  Miller.  While  the  coal  operators  undertake  to  deliver  coal  to 
users  under  contracts,  aren't  there  qualifications  in  the  contract  that 
you  shall  have  so  many  cars  of  free  coal  per  day  and  the  contract 
IS  subordinate  to  that? 

Col.  Wentz.  No  ;  that  is  not  customary,  Mr.  Miller.  I  am  a  fairly 
large  producer  of  coal  and  I  have  not  such  a  specification  in  a  single 
contract  I  have  got. 

Mr.  Miller.  It  has  been  alleged  that  that  is  somtimes  done. 

Col.  Wentz.  I  never  heard  of  it  myself  and  I  am  pretty  familiar 
with  the  custom  of  the  trade. 

Mr.  Miller.  The  general  rumor  is  that  the  coal  operators  hedge 
themselves  about  with  protecting  clauses  and  the  contract  really 
doesn^t  bind  them  at  all. 

Col.  Wentz.  No;  that  is  wrong.  A  coal  contract  is  a  very  fair 
document.  You  will  find  this  provision  in  it.  It  is  very  infrequent 
that  one  consumer  will  take  the  production  of  any  one  producer. 
The  producer  may  contract  his  output  with  twenty  consumers.  Some 
of  the  big  companies  might  have  1,000  consumers,  and  he  undertakes, 
in  justice  to  them  all,  to  insert  a  provision  in  his  contract  which  in 
the  event  of  a  short  car  supplv  or  interrupted  transportation,  re- 
quires him  to  prorate  the  available  car  supply  amongst  all  of  his 
contracts.  If  that  provision  was  not  written  in,  then  the  claim 
would  be  made  bv  the  man  whose  contract  was  dated  earliest  that  he 
was  entitled  to  100  per  cent  of  what  was  available.  You  see,  in 
justice  to  the  consumers,  that  provision  must  be  inserted.  Other- 
wise, if  I  made  a  contract  with  you  the  1st  of  January  and  you  only 
?ot  50  per  cent  of  the  car  supply,  I  think  I  could  legally  claim  that 
I  was  entitled  to  100  per  cent  of  my  contract ;  and  the  people  who 
have  bought  from  you  subsequent  to  that  date,  some  of  them  would 
^et  nothing.  To  meet  that  situation,  the  prorata  shipment  clause 
IS  written  in  all  fuel  contracts  I  am  familiar  with,  both  coal  and  coke. 

Mr.  Miller.  Doesn't  the  coal  operator's  contract  contain  a  clause 
giving  him  prior  opportunity  to  sell  spot  coal? 

Col.  Wentz.  No. 

Mr.  Miller.  In  certain  proportion  to  his  mined  production  ? 

Col.  Wentz.  I  have  never  seen  any  of  that  kind.  There  may  be 
some  contracts  written  like  that.  I  have  never  seen  any  nor  have 
I  ever  heard  of  any  and  it  is  not  the  custom  of  the. trade. 

Mr.  MnxER.  Did  you  ever  hear  of  a  coal  contract  being  enforced  ? 

Col.  Wentz.  Oh,  lots  of  them.  I  think  they  are  just  as  enforceable 
as  any  other  document  governing  sale  and  purchase. 

The  Chairman.  You  sell  coal  at  the  mines? 

CoL  Wentz.  As  a  rule.    Not  always. 

The  Chairman.  You  do  not  agree  to  deliver  it? 

Col.  Wentz.  Sometimes,  yes;  subject  to  transportation  facilities. 

The  Chairman.  You  have  no  difficulty  in  proving  the  lack  of 
transportation  facilities  this  year,  have  you  ? 

Col.  Wentz.  None  at  all.  I  do  not  think  that  questions  have  been 
seriously  raised  by  most  of  the  consumers.  If  they  have  reason  to 
suspect  that  they  have  not  gotten  a  fair  deal,  naturally  they  would 
raise  the  question,  but  all  coal  contracts  as  well  as  the  pig  iron  con- 
tracts, cement  contracts,  and  most  contracts  I  am  familiar  with,  do 
contain  provisions  which  relieve  the  seller  from  damages  and  liabil- 
ity in  the  event  that  he  is  not  able  to  secure  cars  on  which  to  make 
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shipment.  That  is  a  customary  trade  condition  in  all  producing 
lines  of  business  that  I  know  anything  about. 

The  Chairman.  Undoubtedly,  and  that  is  a  sensible  thing  for  an^ 
man  to  insert  in  a  contract ;  and  if  he  does  not,  he  is  not  a  good  busi- 
ness man. 

Col.  Wentz.  I  do  not  think  he  is. 

The  Chairman.  What  gets  me  about  this  whole  thing,  Colonel,  and 
it  surely  has  made  a  great  impression  upon  the  committee,  is  the 
testimony  of  witnesses  of  their  inability  to  get  their  coal  delivered 
under  contract  and  of  then  being  compelled  to  go  out  and  buy  from 
other  operators  at  a  price  two  and  three  and  four  times  what  tiieir 
contract  provides  for. 

Col.  Wentz.  Well,  it  is  quite  possible  that  some  other  operators 
have  not  contracted  their  production,  and  there  are  some  operators 
and  some  middlemen,  and  I  have  known  of  some  consumers,  who 
have  bought  coal  on  contracts  to  make  a  resale  of  it  at  pretty  high 
prices,  in  order  to  take  advantage  of  a  very  high  market.  They  are 
all  of  them  doing  it  to  some  extent,  but  not  to  the  extent  which  per- 
haps you  have  been  led  to  believe.    It  is  a  very  small  percentage. 

The  Chairman.  These  men  representing  the  New  York  public 
utilities  have  come  here  and  laid  their  books  on  the  table. 

Col.  Wentz.  Exactly. 

The  Chairman.  They  said,  "  We  will  give  vou  the  names  of  the 
people  we  bought  from  and  the  price  we  paid.'^ 

Col.  Wentz.  Exactly. 

The  Chairman.  They  say,  "  We  are  helpless."  I  make  no  accusa- 
tion afifainst  any,  but  it  does  seem  to  me  that  this  matter  of  delivery 
of  coal  on  the  part  of  coal  operators  looks  queer. 

Col.  Wentz.  I  have  explained  to  you,  Senator,  that  deliveries  have 
not  been  made  to  a  very  large  extent  because  there  were  not  anv  cars 
supplied  in  which  to  make  them.  With  regard  to  these  extraordinary 
prices,  I  can  not  justify  them.  I  do  not  attempt  to,  and  I  am  not  in 
sympathy  with  them. 

The  Chairman.  But  anvbody  can  get  coal  to-day  who  is  willing 
to  pay  for  it.  Anybody  who  really  wants  coal  can  get  it  if  he  wants 
to  pay  the  price. 

Col.  Wentz.  I  think  they  can  get  it  at  a  very  much  better  price 
in  a  very  short  time,  when  the  supply  has  increased,  as  it  is  in- 
creasing. 

The  Chairman.  But  this  is  different  from  almost  any  other  line 
of  business.  Primarily  this  committee  was  appointed  for  the  pur- 
pose of  inquiring  into  the  construction  industries  generally,  but  we 
got  into  this  coal  inquiry  through  a  shortage  of  transportation  facili- 
ties for  building  material. 

Col.  Wentz.  I  am  familiar  with  the  reason. 

The  Chairman.  And  we  are  trying  to  find  out  why  there  can  not 
be  some  loosening  up  of  transportation  facilities  for  building  mate- 
rials. 

Col.  Wentz.  Well,  I  have  been  doing  a  little  building  myself  lately, 
and  there  has  been  a  shortage  of  transportation,  or  was  until  last 
month.  It  is  now  almost  normal,  I  understand,  in  the  movement  of 
cement,  and  I  found  that  people  with  stocks  of  cement  available 
were  just  as  anxious  to  get  all  the  money  they  could  for  it  as  any- 
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body  else  was.  I  am  in  the  cement  business  myself,  but  I  had  to  buy 
some. 

The  Chairman.  I  buy  cement  and  buy  lumber  and  build  houses 
here^  and  I  have  heard  complaints. 

Col.  Wentz.  Of  course,  that  is  not  justifying  this  coal  situation  in 
the  least. 

The  Chairman.  It  is  not  fair  to  say  that  the  spot  prices  on  cement 
m  any  degree  eaual  the  extraordinary  increase  on  tne  price  of  spot 
coal-  There  has  been  a  complaint  due  to  the  fact  that  men  can  go  out 
to-day  and  get  all  the  coal  they  want  if  they  are  willing  to  pay  for  it. 

C^ol.  Wentz.  The  same  thing  is  true  of  sheet  steel,  which  is  used 


to  line  chutes  or  "telegraphs''  in  anthracite  coal  breakers.  For  a 
period  during  the  car  shortage  there  was  practically  no  sheet  steel 
available,  and  yet  if  you  wanted  to  pay  for  it  you  could  get  it,  and 
most  of  us  had  to  in  order  to  run  our  anthracite  breakers.  We  could 
not  get  it  on  our  contracts.  There  wasn't  any  available  on  our  con- 
tracts, but  we  had  to  have  it,  and  we  got  it.  I  think  your  investi- 
gation might  disclose  that  there  is  a  great  deal  of  that  going  on  in  a 
great  many  directions.  I  am  personally  very  antagonistic  to  it, 
and  I  have  used  all  the  influence  I  have  got  to  prevent  it,  and  I  am 
using  now  all  the  influence  I  can  to  prevent  it.  I  think  that  a  good 
deal  of  the  high-priced  coal  at  some  of  the  tidewater  ports,  at  New 
York  and  other  ports,  has  been  the  result  of  speculation.  But  coal  is 
brought  down  here  and  put  into  pools.  The  people  who  bring  it 
here  nave  no  intention  of  loading  it  on  any  particular  ship  or  selling 
it  to  any  particular  customer,  but  they  find  somebody  who  is  in  dire 
necessity  of  it  and  sell  it  to  him.  The  railroad  people  and  the  pro- 
ducers of  coal  and  some  of  the  important  wholesalers  are  now  try- 
ing to  work  out  a  plan  which  will  make  it  impossible  to  ship  any 
of  the  coal  to  any  of  the  tidewater  ports  for  speculative  purposes. 
It  has  got  to  come  here  for  a  legitimate  purpose  or  it  can  not  be 
diipped.  I  hope  that  we  will  be  able  to  get  that  plan  workable  in 
a  ^veeK. 

The  Chairman.  Let  me  commend  that  to  you  very  strongly. 
Col.  Wentz.  I  think  it  is  absolutely  necessary. 
The  Chairman.  As  a  public  man,  representing  a  great  State,  par- 
ticularly this  great  municipality,  I  want  to  tell  you  that  the  people 
to-day  are  becoming  very  much  wrought  up  over  some  of  what  they 
believe  to  be  extortionate  profiteering. 
Col.  Wentz.  They  ought  to  be. 

The  Chairman.  And  they  believe  these  spot  prices  on  coal  are  one 
of  the  worst  appearances  oi  it. 
Col.  Wentz.  i  think  it  is. 
The  Chairman.  And  there  is  danger  in  it. 
Col.  Wentz.  Certainly  there  is. 

The  Chairman.  There  is  danger  in  it  from  the  standpoint  of  a 
popular  demand  for  ownership  of  the  mines  by  the  Government, 
or  at  least  the  appointment  of  a  coal  administrator  again  to  nm  the 
coal  busine^  of  the  country.  You  as  a  business  man  will  deplore 
the  Government  ownership  and  operation  of  mines.  So  would  I. 
I  am  against  this  sort  of  thing,  and  I  have  always  been  against  it. 
But  you  will  not  be  able  to  withstand  the  demand  if  this  continues. 
Col.  Wentz.  It  has  got  to  be  corrected. 

.•^i.^— 21— voj.  1 12 
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The  Chairman.  Here  we  have  a  demand  in  the  city  of  New  York 
on  the  part  of  the  electric  light  and  gas  company  nnd  railroad  com- 
panies for  increased  fares.  Our  authorities  here — perhaps  not  all  of 
us  have  agreed  with  them — have  withstood  the  demand  of  increasing 
the  fares  of  the  railroads  or  the  price  of  gas  or  electric  current.  Now, 
these  men  come  in  to  us  and  show  that  on  their  contract  coal  prices 
made  under  normal  conditions  they  are  paying  double  what  they 
'  used  to  pay,  but  that  one-third  of  the  coal  they  need  is  three  and 
four  times  their  contract  price. 

Col.  Wentz.  Senator,  jj^ou  know  that  under  the  commission's  order 
No.  9,  which  was  effective  and  which  has  been  in  effect  almost  well 
over  a  month — almost  six  weeks — that  every  public-service  corpora- 
tion can  have  a  car  assigned  to  the  mines  at  which  it  has  bought  coal 
and  can  get  100  per  cent  shipments,  and  they  are  doing  it  all  over  tha 
United  States.  And  if  your  New  York  men  have  not  done  it  it  is 
their  own  fault. 

The  Chairman.  How  long  has  that  order  been  in  existence  ? 

Col.  Wentz.  About  six  weeks.    Mr.  Lieb  is  familiar  with  it. 

Mr.  Miller.  These  gentlemen  were  here  about  three  weeks  ago. 

Col.  Wentz.  That  order  has  been  in  effect  six  weeks,  and  I  know 
all  over  the  United  States  it  was  taken  advantage  of. 

Mr.  Lieb.  That  order  is  in  effect,  and  allowing  for  the  time  for 
it  to  become  operative  within  the  last  couple  of  weeks  the  utilities 
in  most  castes  have  been  receiving  100  per  cent  of  their  daily  require- 
ments; that  is,  100  per  cent  of  their  contract  coal.  In  other  words, 
they  have  been  able  to  get  through  the  railroad's  permit,  which  give 
them  priority  of  assignment  of  coal  cars  for  the  amount  of  coal 
under  their  contract  equal  to  their  requirements,  but  not  for  stora«:e. 
That  has  been  in  effect  now  for  the  last  couple  of  weeks,  and  under 
that  order — which,  by  the  wav,  under  the  order  of  the  Interstate 
Commerce  Commission  of  to-day  or  yesterday  has  been  extended 
until  September  21.  It  dates  now  from  June  21  and  extended 
90  days. 

The  Chairman.  So  that  you  are  now,  Mr.  Lieb,  getting  all  of  your 
requirements,  immediate  requirements,  without  having  to  resort  to 
buying  spot  coal? 

Mr.  Lieb.  Yes,  sir;  at  the  present  moment  we  are  getting  car 
assignments  equal  to  our  daily  requirements  and  from  the  people 
with  whom  the  utilities  have  term  contracts:  that  is  true.  The  utility 
that  has  not  a  term  contract,  a  regular  contract,  can  not  get  car 
assignments.  It  must  ^o  into  the  m„arket  and  buy  spot  coal,  and 
some  are  doing  that.  I  know  of  a  case  right  now  within  the  past 
few  days  where  a  utility  company  has  been  compelled  to  go  into  the 
market  and  buy  spot  coal  for  $17  a  ton. 

The  Chairman.  At  the  mine? 

Mr.  Lieb.  No  ;  I  think  that  was  an  f .  o.  b.  price  New  York.  At 
any  rate  what  is  at  the  present  time  the  spot-coal  price. 

The  Chairman.  Could  the  public  utility  or  any  industry  make  a 
contract  now  with  the  coal  operators  for  delivery  for  the  rest  of  the 
year,  or  would  the  coal  operator  refuse  to  make  a  contract? 

Mr.  Lieb.  At  the  present  state  of  the  market  it  is  very  difficult  to 
make  a  term  contract.  I  do  not  say  that  it  can  not  be  done,  but  it  is 
very  difficult.     I  will  confirm  what  you  have  just  said.  Senator,  but 
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even  in  New  York  City,  with  the  difficult  conditions,  a  utility  can  get 
the  coal  which  it  needs,  whether  it  is  term  contract  or  not,  at  a  price. 
As  the  statement  was  made  in  answer  to  your  inquiry,  the  term  prices 
for  a  year's  contract,  as  you,  Col.  Wentz,  indicated,  have  run  along 
from  ^.75  to  $4,  $4.25,  $4.50,  and  $4.75  for  the  better  grades  of 
bituminous  coal ;  so  that  it  can  be  considered  that  for  term  contracts 
that  were  made  the  1st  of  April,  the  1st  of  May,  that  $4.25  to  $4.50 
uras  the  prevailing  contract  price.  Since  then,  as  you  have  indicated. 
the  ntilities  generally  in  this  district  received  about  two-thirds  oi 
their  coal  under  their  contract  requirement,  and  for  the  other  third 
they  were  compelled  to  go  into  the  open  market,  and  for  that  coal 
so  purchased  in  the  open  market,  the  amount  necessary  to  meet  their 
daily  needs,  to  supplement  insufficient  coal  they  received  under  the 
contract,  they  went  into  the  open  market  and  got  spot  coal  at  prices 
running  all  the  way  from  $8  to  $14  at  the  mine.  I  think  that  con- 
firms in  a  general  way  what  Col.  Wentz  has  said. 

The  Chairman.  You  were  here  about  three  weeks  ago,  Mr.  Lieb, 
were  you  not? 

Mr.  Lieb.  I  was. 

The  Chairman.  I  know  the  next  day  after  you  were  here  I  wrote 
the  Interstate  Commerce  Commission  on  the  subject,  laying  before 
them  substantially  what  you  and  your  associate  testified  to.  I  do 
not  know  whether  that  has  helped  or  not,  but  I  wrote  them  very 
strongly  in  the  matter  that  vou  had  a  real  complaint,  and  I  am 
hopeful  that  they  may  have  helped  a  little  bit. 

Sir.  Lteb.  Undoubtedly,  Senator,  utilities,  through  this  open  car 
and  through  the  assignment  of  coal  cars  have  their  immediate  daily 
requirements  and  are  getting  assistance.  Their  problem,  however,  fs 
becoming  now  one  of  serious  consideration ;  that  they  must  have  some 
coal  in  hand  to  meet  the  irregularities  of  delivery  for  the  winter, 
and  very  presently  it  will  be  most  urgent  that  they  should  receive  not 
merely  from  day  to  day  hand-to-mouth  supply,  but  they  must  lay 
something  by  as  a  reserve  stock,  due  to  the  interference  with  deliv- 
eries in  the  port,  which  are  inevitable  every  winter. 

The  Chairman.  Do  you  see  any  evidence  of  getting  ready  to  give 
you  that  supply  ? 

Mr.  Lteb.  Not  as  yet,  sir ;  not  as  yet.  The  appeals  are  now  being 
made  and  are  being  prepared  that  the  priority  oi  assignment  of  cars 
be  extended  from  a  merely  day-to-day  supplv,  so  as  to  permit  utili- 
ties to  put  in  a  stock  against  the  winter  contingencies,  which  we  ask 
be  fixed  at,  say,  a  six  weeks'  supply. 

(Col.  Wentz  then  resumed  his  testimony.) 

The  Chairman.  Colonel,  what  does  it  cost  to  mine  a  ton  of  bitumi- 
nous coal? 

Col.  Wentz.  That  varies  tremendously.  There  are  perhaps,  I  do 
not  know,  hundreds  of  districts  in  this  country.  I  am  not  seeking 
to  avoid  your  question,  but  it  is  an  impossible  question  to  answer  off- 
hand. I)r.  Garfield,  when  he  was  Fuel  Administrator,  had  a  com- 
mittee of  three  of  the  best  known  mining  engineers  in  the  United 
Stat^  that  worked  something  likf  six  months  determining  what  that 
was  in  different  parts  of  the  country. 

The  Chairman.  Approximately,  what  does  it  cost? 
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Col.  Wentz.  Again,  that  depends  upon  the  districts  iu  which  it  i^ 
mined. 

The  Chairman.  Let  us  say  in  the  Pennsylvania  district  or  West 
Virginia  district. 

Col.  Wentz.  1  am  not  familiar  with  this  district.  I  can  tell  you 
what  it  costs  in  a  general  way.  In  some  parts  of  the  Virginia  field, 
all  the  way  from  $2.50  to  $4,  depending  on  the  mine  and  the  thickness 
of  the  vein.     That  is  for  a  full  car  supply. 

Tlie  Chairman.  It  costs  from  $2.50  to  $4? 

Col.  Wentz.  To  put  coal  in  the  cars  at  the  mine,  based  on  a  full 
car  supply. 

The  Chairman.  A  man  was  here  to-day  and  said  that  10  years  ago 
he  got  coal  for  85  cents  a  ton. 

Col.  Wentz.  I  have  sold  coal  for  50  cents  a  ton  20  years  ago  and 
made  a  profit  on  it. 

The  Chairman.  Then  you  mean  to  tell  the  committee  that  it  costs 
as  high  as 

Col.  Wentz.  That's  different;  yes,  sir. 

The  Chairman.  Where  does  that  come  in  ? 

Col.  Wentz.  It  comes  in  in  almost  every  direction,  decrease  in 
working  time,  in  the  working  day,  decrease  in  efficiency  of  labor. 
You  understand,  on  the  same  wage  scale,  the  cost  of  a  ton  of  coal 
could  almost  be  doubled  by  the  inefficiency  of  labor,  and  the  way  in 
which  labor  worked.  I  am  thinking  of  an  anthracite  coal  mine  in 
which  there  are  some  soft  squashed  veins  of  coal,  crushed  veins  of 
coal,  and  some  hard  veins  of  coal.  The  hard  veins  of  coal  produced 
60  per  cent,  prepared  sizes,  domestic  sizes.  The  crushed  veins  of  coal 
produce  20  per  cent,  domestic  sizes.  The  miners  in  that  mine  recently 
decided  that  they  would  not  work  the  hard  veins  of  coal  under  the 
existing  wage  scales  and  they  worked  the  soft  veins  of  coal. 

The  average  production  re  eived  by  that  mine  was  less  than  one- 
half  of  what  it  had  been  previously.  The  cost  of  production  was  the 
same.  All  of  that  should  be  taken  into  consideration,  Senator.  It  is 
a  detail  of  the  operation  of  mines. 

The  Chairman.  Does  it  cost  more  to  mine  anthracite  than  it  does 
bituminous  ? 

Col.  Wentz.  Oh,  yes;  in  most  districts  it  does. 

The  Chairman.  Are  you  interested  in  the  mining  of  anthracite? 

Col.  Wentz.  Yes,  sir. 

The  Chairman.  What  is  the  anthracite  coal  at  the  mines  now  a 
ton? 

Col.  Wentz.  I  am  ashamed  to  say  I  can  not  tell  you.  I  can  supply 
you  with  it.    It  is  a  standard  schedule  of  prices  which  are  adhered  to. 

The  Chairman.  In  the  New  York  market  what  is  the  price  of 
anthracite  as  compared  with  bituminous? 

Col.  Wentz.  I  can  not  tell  you  that,  Senator. 

The  Chairman.  Can  you,  Mr.  Lieb? 

Mr.  Lieb.  I  would  not  like  to  state  a  definite  figure. 

Col.  Wentz.  The  Government,  you  will  remember,  did  permit  indi- 
vidual operators  to  charge  75  cents  a  ton  more  for  anthracite  coal 
than  the  price  charged  by  the  large  railroad  companies,  because  of 
the  difference  in  royalties  which  they  had  to  pay. 

The  Chairman.  And  the  price  of  mining  coal  that  you  placed  the 
maximum  fieoire  of  $4  on,  does  that  mean  bituminous? 
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Col.  Wentz.  Yes :  bituminous  coal  in  the  Virginia  field. 

The  Chairman.  Then  when  you  sell  at  $4.50,  your  profit  is  only 
50  cents? 

Col.  Wentz.  It  is  probably  less  than  that,  because  you  have  sales 
expenses  and  other  charges  come  out  of  that.  That  is  the  difference 
between  the  sales  price  and  the  cost  price  at  the  mine. 

The  Chairman.  What  are  the  average  profits  of  coal  operators 
to-dav  on  contracts  per  ton? 

Col.  Wentz.  I  do  not  know  that  I  can  tell  you  that,  because  that 
will  vary  with  the  cost  of  production.  Again,  I  am  not  seeking  to 
evade  your  question,  but  when  you  consider  the  thousands  of  terri- 
tories, it  is  a  difficult  question  to  answer.  If  I  can  go  back  to  Virginia 
where  I  am  familiar  with  the  cost  and  where  I  am  familiar  with  the 
selling  price,  I  should  say  on  the  average  contract  that  the  profit 
would  be  about  50  cents;  about  that.  That  will  vary  a  little  both 
ways.  It  won't  be  as  much  for  some  operators,  it  will  be  more  for 
others,  depending  on  the  character  of  the  mine,  the  thickness  of  the 
veins,  and  the  expense  of  mining,  water  conditions,  and  other  con- 
ditions. 

The  Chairman.  Did  I  ask  you  what  proportion  of  the  coal  shipped 
from  Hampton  Roads  into  New  England  was  spot  coal  and  how 
much  contract? 

Col.  Wentz.  You  did,  and  I  told  vou  I  could  not  answer  because 
I  can  not  get  the  information  from  the  New  England  buvers.  They 
won't  give  it  to  me  or  to  our  committee.  I  do  not  think  they  have 
got  it.    I  do  not  think  any  of  them  know. 

The  Chairman.  My  recollection  is  that  Mr.  Storrow  said  substan- 
tially all  of  it  was  spot  coal. 

Col.  Wentz.  He  told  me  about  a  third  of  it  was,  but  I  have  not 
been  able  to  get  anybody  to  confirm  his  guess  either  way,  either  up  or 
down,  and  I  personally  know  it  is  wrong. 

The  Chairman.  I  think  he  said  about  25  per  cent  of  all  the  coal 
coming  into  New  England,  that  is  what  he  said,  25  p  r  cent  of  all  the 
eoal  coming  into  New  English,  by  rail  and  water  w^.:;  spot. 

Col.  Wentz.  Well,  I  differ  with  him.  I  do  not  think  he  is  accurate 
and  I  can  not  get  his  figures  confirmed  by  any  of  the  New  England 
people  who  handle  coal. 

The  Chairman.  Colonel,  what  is  the  character  of  price  on  the  coal 
exported  to  Europe  out  of  Baltimore  and  Hampton  Eoads? 

Col.  Wentz.  It  varies  tremendously  just  as  it  does  from  the  tide- 
water ports  out  of  the  pools.  I  know  of  a  large  tonnage  of  the  very 
best  grade  of  gas  coal  produced  in  this  country  which  was  sold.  It 
was  naif  a  million  tons,  as  I  recall,  whicli  was  sold  last  April  for 
export  at  $3  25  at  the  mines.  I  myself  sold  300,000  tons  of  coal  for 
export  last  May.  I  think  it  was  at  $4.50  or  $4.75  at  the  mines.  I 
think  you  will  fend  that  the  substantial  export  business  is  done  on  a 
basis  of  probably  50  cents  to  a  dollar  higher  than  domestic  prices. 
I  mean,  people  who  expect  to  stay  in  the  business  and  people  who 
have  foreign  business  and  have  had  it.  For  instance,  you  take  the 
Ejoryptian  railways.  That  business,  except  during  the  war  period^ 
when  England  agreed  to  take  it  on,  has  been  done  in  this  country  for 
15  years.  This  country  has  had  the  contract  for  the  Egyptian  rail- 
ways for  about  15  or  16  years  and  very  many  of  the  large  and  sub- 
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stantial  exporters  have  had  foreign  connections  for  15  or  20  years 
and  some  of  them  longer  than  that,  and  it  is  a  substantial  part  of 
their  trade,  just  as  substantial  as  their  domestic  trade  is,  and  they 
have  got  to  do  it  at  a  reasonable  and  satisfactory  price  or  it  would 
not  continue.  ' 

Mr.  Miller.  What  does  it  cost  to  the  Egyptian  railway,  delivered, 
per  ton  i 

Col.  Wentz.  I  do  not  know.  There  again  you  get  the  question  of 
ocean  rates.    I  haven't  any  idea  what  they  are  to  Egypt. 

The  Chairbian.  Is  it  your  opiiiion  that  the  export  of  tidewater 
coal  has  been  the  cause  of  excessively  high  prices  for  coal  to  the 
consumer  here? 

Col.  Wentz.  I  think  it  has  had  a  very  marked  degree  on  it ;  not 
the  legitimate  export  business,  but  the  gambling  in  CO0,1  which  is 
brought  to  tidewater.  Not  all  the  coal  which  is  brought  to  tide- 
water for  export  is  really  exported.  It  is  sold  to  people  all  over. 
It  is  not  very  largely  brought  there  by  the  miner  or  by  the  whole- 
saler. The  wholesalers  have  got  their  regular  and  established  busi- 
ness. They  are  just  as  steady  and  important  factors  in  the  produc- 
tion of  coal  as  the  operators.  They  have  not  the  same  large  in- 
vestment that  the  operators  have,  but  many  of  them  have  substantial 
investments.  But  we  have  had  in  the  coal  business  for  the  last 
year  the  character  of  speculator,  who  lives  in  the  hotels,  who  will 
meet  a  foreigner  as  he  comes  in  and  who  will  try  to  interest  him 
in  the  purchase  of  coal,  who  will  make  a  contract  with  him  and  then 
go  out  and  try  to  get  the  coal.  That  same  type  of  man  buys  coal 
and  has  it  shipped  to  the  ports  and  there  waits  until  the  foreigner 
is  short  15,  20,  or  50  carloads  to  finish  his  steamer,  which  is  prob- 
ably on  $4,000  or  $5,000  demurrage,  and  he  gets  the  opportunity  to 
sell  him  coal  at  tremendous  figures,  and  he  does  it.  Some  of  it  is 
being  done  by  coal  operators  and  some  by  wholesalers,  but  the  per- 
centage is  very  small.  Most  of  this  speculation,  I  am' of  the  opin- 
ion, IS  done  by  people  who  have  never  been  in  the  coal  business 
before  and  will  not  be  in  it  after  this  market  is  stopped. 

The  Chairman.  Would  you  advise  a  curtailment  m  the  exports  ? 

Col.  Wentz.  No  ;  I  would  not,  and  I  will  tell  you  why.  May  I  give 
you  some  figures  ? 

The  Chairman.  Yes. 

Col.  Wentz.  In  June,  1920,  which  is  the  most  recent  reliable 
figures  we  have,  there  is  no  record  of  any  exports  being  shipped  from 
New  York.  From  the  harbor  at  Philadelphia,  226,000  tons  were 
shipped;  from  Baltimore,  605,000  tons;  from  Hampton  Boads, 
1,266,000  tons;  from  South  Carolina,  76,000  tons— I  will  leave  off 
the  odd  figures — ^this  makes  a  total  of  2,174,799  tons  of  coal,  and  of 
that  you  note  1,000,000;  that  is,  1,266,000  tons,  were  shipped  from 
Hampton  Koads.  Most  of  that  coal  came  from  Virginia  and  the 
Norfolk  &  Western.  The  Virginian  can  not  ship  anywhere  else  ex- 
cept to  tidewater.  It  has  got  no  local  business.  It  has  got  to  go  to 
tidewater.  It  has  got  to  go  to  Hampton  Eoads.  The  Chesapeake  & 
Ohio  westbound  movement  has  its  maximum.  In  fact,  a  part  of  its 
business  is  now  being  diverted  and  being  taken  up  to  some  extent  b^ 
the  Norfolk  &  Western.  The  Norfolk  &  Western's  westbound  busi- 
ness, ns  I  understand  it,  is  at  a  maximum  for  its  connections  at 
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Columbus  and  Cincinnati.  You  can  not  get  any  more  coal  through 
Cincinnati.  The  Chesapeake  &  Ohio  can  not  get  in  more  coal 
through  its  western  gateways.  Therefore,  if  you  curtail  the  export 
at  Hampton  Roads,  the  production  of  that  much  coal  has  got  to  stop. 

Now  then,  the  thought  suggests  itself,  well,  that  will  relieve  coal 
cars  for  other  service,  for  other  commodities.  The  coal  cars  of  the 
Virginian  and  the  coal  cars  which  largely  move  to  Hampton  Roads 
on  the  Norfolk  &  Western  won't  run  on  other  railroads.  They  are 
70  and  80  and  90  ton  cars  and  other  roads  have  not  got  the  bridges 
and  tunnels  to  contend  with.  There  is  special  equipment  which  has 
been  made  up  fur  the  Hampton  Roads  business,  i  ou  notice  that  tht 
movement  out  of  Philadelphia  is  only  226,000  tons  for  the  month  of 
June.  For  the  preceding  month  it  was  219,000  and  the  month  before 
that  it  was  150,000.  That  coal  makes  a  pretty  quick  movement  from 
the  mines  to  the  port  of  Philadelphia,  and  you  see  it  is  about  50,000 
tons  a  week.  I  think  if  you  put  those  cars  into  New  England  or  to 
any  other  movement,  New  York  or  other  places,  that  you  would  lose 
tonnage  on  it,  because  of  the  way  it  would  slow  up.  The  same  tlung 
is  true  of  the  movement  to  Baltimore.  It  was  only  600,000  tons  in 
June  and  500,000  in  May ;  416,000  tons  in  April,  buppose  you  took 
those  cars  out  of  the  tidewater  movement.  Mark  you.  New  England 
is  getting  all  the  coal  it  can  take  to-day.  In  fact.  New  England  is 
not  buying  all  the  coal  which  was  set  up  for  it  under  order  No.  11. 
More  coal  was  offered  to  New  England  really  than  she  is  at  the 
present  time  taking.  She  will  take  it,  I  think.  She  has  not  got 
started  to  taking  it  yet. 

Now,  that  coal  going  to  Baltimore  might  be  moved  somewhere  else 
but  considering  the  fast  movement  those  cars  make  from  mine  to  the 
harbor,  I  do  not  believe  you  can  move  any  more  coal,  and  that  is  the 
opinion  of  the  expert  railroad  men  I  have  talked  to.  I  do  not  l)e- 
beve  you  will  move  any  more  coal  with  those  cars  than  you  would 
move  under  this  movement.  In  other  words,  I  do  not  believe  it  would 
add  an3?thing  to  the  total  consumption  of  this  country.  Do  I  make 
myself  clear  on  that? 

The  Chairman.  Yes,  perfectly;  but  Mr.  Willard  did  not  quite 
agree  with  that  this  morning.  1  thought  it  might  perhaps  help  to 
carry  cement,  lumber,  lime,  and  other  materials  needed  in  the  busi- 
ness of  the  Nation,  it  that  were  stopped.  He  did  not  go  on  record 
as  saying  that  he  urged  it  to  be  stopped. 

Col.  Wentz.  I  heard  his  testimony. 

The  Chairman.  Why  couldn't  you  bring  half  of  that  supply  from 
Philadelphia  into  New  York  to  supply  ultilities  and  other  industries, 
to  lay  away  their  supply  for  the  winter  ? 

Col.  Wentz.  I  do  not  believe  it  would  help  your  situation.  Some 
of  that  coal  comes  from  West  Virginia  and  1  believe  that  the  longer 
movement  to  New  York  would  not  increase  vour  supplv  of  coal  any 
if  those  cars  were  put  in  that  movement.  You  see,  it  is  only  50,()()() 
tons  a  week,  Senator. 

The  Chairman.  In  Philadelphia? 

Col.  Wentz.  That  is  all. 

The  Chairman.  That  would  go  a  long  way  toward  creating  our 
surplus  supply  here  in  the  city  of  New  York. 
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Col.  Wentz.  It  would,  if  the  movement  of  the  cars  was  as  fast  as 
the  movement  they  are  in  now.  If  it  was  not,  you  would  not  get 
anvthing  out  of  it  at  all.    Am  I  clear  on  that  ? 

ITie  Chairman.  Yes;  that  is  your  viewpoint.  I  do  not  (juestion 
your  good  intentions  in  making  the  statement.  Then,  again,  how 
about  these  very  large  export  prices  ? 

Col.  Wentz.  That  has  got  to  be  corrected. 

The  Chairman.  They  verj'  materially  aflfect  the  prices  here  ? 

Col.  Wentz.  Exactly. 

The  Chairman.  Mr.  Storrow  said  in  his  opinion  the  spot  prices  on 
export  coal  and  domestic  coal  affect  the  consumer  in  this  country  to  j 
the  extent  of  at  least  $300,000,000  a  year. 

Col.  Wentz.  I  do  not  think  so.  I  saw  his  statement  and  I  asked 
him  about  it  and  he  had  no  statistics  to  give  me  to  back  it  up.  It 
was  his  personal  opinion  and  he  had  no  statistics  he  could  give  me 
to  confirm  it.  This  export  price  for  coal  has  got  to  be  corrected,  Sen- 
ator, and  the  railroads  and  the  wholesalers  and  the  miners  of  coal 
are  now  working  out  a  plan  which  we  believe  will  absolutely  prevent 
the  speculation  m  coal  at  tidewater  ports.  It  may  take  30  days  to 
make  it  operative,  but  it  is  bound  to  stop. 

The  Chairman.  I  am  very  glad  to  hear  that. 

Col.  Wentz.  I  do  not  feel  at  liberty  to  discuss  it,  because  it  has  not 
been  fully  worked  out,  and  I  see  we  are  being  reported  here.  We 
have  had  a  committee  of  exporters  working  on  the  question  for  three 
weeks.  Senator.  It  is  a  very  difficult  proposition.  There  are  many 
remedies  which  suggest  themselves  and  which  seem  feasible,  but 
when  you  boil  them  down  and  test  it  out  from  previous  experience, 
it  will  not  work.  We  have  had  men  who  have  been  in  the  export 
business  in  this  country  for  20  years  and  who  are  in  it  to-day  to  the 
largest  extent,  and  they  are  the  men  who  have  been  giving  their  best 
thought  to  this  situation,  and  we  believe  we  have  arrived  at  a 
solution. 

Mr.  Miller.  Col.  Wentz,  that  matter  has  been  under  consideration 
for  a  long  time,  and  each  one  of  these  priority  orders  was  going 
to  solve  the  question  ? 

Col.  AVentz.  Not  this  export  price  proposition ;  it  was  not. 

Mr.  Miller.  But  that  restriction  of  reconsignment  of  cars  has  been 
under  consideration  for  a  very  long  time? 

Col.  Wentz.  Restriction  of  assignment  of  cars? 

Mr.  Miller.  Reconsignment  of  cars. 

Col.  Wentz.  There  is  no  reconsignment  of  cars  to-day  at  the  tide- 
water points,  at  the  pools.  That  reconsignment  order  is  goingi  ta 
help  all  over  the  country.  f 

Mr.  Miller.  Is  that  order  effective  ?  ( 

Col.  Wentz.  Yes.  ' 

Mr.  Milli.r.  I  see  in  the  newspapers,  dated  the  3d  of  Augiu^t,  I 
think,  that  the  coal  operators  were  not  satisfied  with  that  and  wanted 
to  make  it  more  strinirent. 

Col.  Wentz.  Last  May  the  National  Coal  Association  went  on 
record  askin<r  that  the  commission  issue  a  very  ri<i:id  reconsi<rnnicnt 
order.  Afterwards  Ave  went  on  record  with  a  formal  request  to  th<^ 
commission  that  only  one  reconsi^rnment  be  permitted  per  car,  per 
open-top  car.    The  railroads  were  of  the  same  opinion  and  also  niadc^ 
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a  similar  recommendation.  The  commission  has  just  issued  an  order 
permitting  the  railroads — it  is  not  mandatory — permitting  the  rail- 
roads to  issue  such  reconsignment  privileges. 

Mr.  Miller.  Rather  a  weak  ^rder  after  so  long  a  discussion. 

Col.  Wentz.  I  do  not  think  so,  because  all  the  railroads  have  asked 
for  it,  and  they  are  all  eager  to  do  it,  and  it  will  be  done. 

Mr.  Miller.  Why  wasn't  that  done  before  these  priorities  were 
put  on  ? 

Col.  Wentz.  I  think  there  was  a  great  deal  of  protest  made  against 
it  bv  a  good  many  i>eople. 

Mr.  Miller.  Protests  by  the  coal  operators  and  the  coal  people  ? 

Col.  Wentz.  No  ;  the  producers  of  coal  indorsed  it  and  asked  for  it, 
but  1  think  there  were  a  good  many  people  who  protested  against  it, 
and  I  think  there  was  a  great  deal  of  opposition  to  it.  I  think  it 
took  the  commission  some  time  to  satisfy  itself  that  it  was  an  order 
which  was  just  and  proper. 

Mr.  Miller.  Why  wasn't  that  order  put  into  eifect  before  the 
priority  orders  were  put  into  effect?  "iou  say  you  recommended 
them  back  in  last  May? 

Col.  Wentz.  We  had  passed  a  resolution  to  that  effect. 

Mr.  Miller.  It  is  not  in  effect  yet,  only  permissive. 

Col.  Wentz.  It  is  being  put  into  effect  rapidly  by  all  the  operators 
who  handle  open-top  cars. 

Mr.  Miller.  You  propose  to  make  it  a  little  stronger  now  ? 

Col.  Wentz.  We  propose  now  to  tackle  the  tidewater  situation 
which  that  order  does  not  correct.  It  is  a  difficult  problem.  That  is  a 
different  problem  really  from  the^e  assignment  car  orders  you  are 
discussing.  They  all  go  hand  in  hand,  but  none  of  them  touches  the 
whole  situation. 

The  Chairman.  Colonel,  I  understood  you  to  say  that  in  your 
opinion  the  export  of  tidewater  coal  tended  or  had  been  the  cause 
of  increasing  the  price  of  coal. 

Col.  Wentz.  At  tidewater,  yes;  to  some  extent. 

The  Chairman.  If  that  is  so,  then  the  export  of  coal  does  fix  the 
price  for  domestic  consumers? 

Col.  Wentz.  I  do  not  think  so,  because  I  think  that  coal  has  been 
sold  at  tidewater  at  just  as  high  price  as  it  has  been  sold  for  export 
and  was  not  exporteji.  It  was  sold  here  to  somebody  here  in  this 
country.  The  whole  tidewater  situation  permits  of  speculation  which 
is  improper.  I  am  a  shipper  to  the  port  of  Charleston.  I  had  some 
ships  waiting  in  Charleston  to  be  loaded  10  days  ago.  The  railroad 
put  an  embargo  on  the  shipment  of  coal  from  my  mines  to  the  ships 
which  I  had  under  charter.  I  found  out  that  the  port  of  Charleston 
was  embargoed  with  coal.  All  of  the  yard  and  facilities — it  is  a 
small  port,  and  they  have  small  railroad  yards — were  Worked.  I 
took  the  matter  up  with  the  railroads  and  told  them  my  ships  were 
Waiting,  and  they  said  they  had  cars  there.  I  was  offered  by  a  New 
York  exporter  5,400  tons  of  Charleston  for  $15.50  a  ton. 

I  was  blocked  from  putting  coal  in  my  own  ships.'  He  had  it  there 
I  don't  know  how  long.  He  had  it  there  and  it  was  there  blocking 
the  bilsiness  of  the  port.  He  is  a  man  from  New  York  who  has 
never  done  any  business  in  Charleston — took  the  coal  up  in  Tennessee 
or  Kentucky  and  put  it  in  there — all  kinds  of  coal.  That  is  just  one 
instance  and  those  are  the  kind  of  problems  that  we  realize  are  there 
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and  which  have  got  to  be  cleaned  up.    That  is  all  there  is  to  it.    We 
people  who  have  our  money  in  the  industry  are  seeking  some  solution. 

The  Chairman.  I  am  very  glad  to  hear  you  say  that  they  have  got 
to  be  cleaned  up,  because  I  tell  you,  foo,  they  have  got  to  be  cleaned 
up ;  and  if  not,  when  Congress  meets  next  December,  it  will  legislate 
to  clean  them  up. 

Col.  Wentz.  It  has  got  to  be  cleaned  up  before  then  because  it  is 
an  unwholesome  situation  that  has  got  to  be  eliminated.  You  re- 
member in  1915  and  1916  the  way  contracts  for  war  munitions  were 
placed  around  the  New  York  hotels.  You  remember  how  that  was 
handled. 

The  Chairman.  I  don't  know  anything  about  it  except  that  I 
heard  rumoi*s  and  lately  I  had  some  evidence  brought  to  my  at- 
tention. 

Col.  Wentz.  The  coal  industry  is  the  same  way  to-day. 

The  Chairman.  Speaking  of  tidewater  coal,  Mr.  Lieb  was  a  wit- 
ness here  and  I  asked  him  whether  he  bought  some  tidewater  coal 
and  he  said  he  had,  and  he  said  all  the  tidewater  coal  he  bought  had 
been  bought  at  spot  prices ;  wasn't  that  so  ? 

Mr.  Lieb.  That  is  so.  Senator.  Perhaps  you  will  be  interested  in 
the  situation  as  to  that  tidewater  purchase.  What  you  say  is  quite 
true  as  to  what  I  testified  to.  The  tidewater  situation  is  a  situation 
that  has  been  developed  to  facilitate  the  movement  of  the  coal  into 
tidewater  points  and  to  get  the  coal  away  from  the  tide-water 
point.  It  is  therefore  effective  and  accomplishes  that  pqrpose  for  a 
smaller  purchaser.  In  the  case  of  the  larger  purchaser  where  he  has  got 
many  carloads  of  coal  coming  in  all  the  time  and  where  he  has  got  boats 
and  lighters  and  barges  there,  he  can  get  his  coal  right  straight 
through  and  it  goes  into  his  barges  and  does  not  tend  to  congest  the 
tidewater  points.  Now.  one  of  the  difficulties  with  tidewater  de- 
livery is  that  when  you  Duy  coal  and  it  goes  into  a  pool,  you  do  not 
get  the  coal  that  you  purchase.  Senator.  You  purchase  coal  from 
someone  and  his  coal  goes  into  pool  No.  10,  let  us  say.  Now,  there 
are  half  a  dozen  other  mines  all  putting  their  coal  into  this  pool  No. 
10,  and  all  you  get  is  not  the  coal  necessarily  from  the  man  that  you 
purchased  the  coal  from  or  from  the  operator  jrou  purchased  the 
coal  from,  but  you  get  it  from  pool  No.  10,  which  presumably  is 
made  up  of  coal  of  reasonably  similar  characteristics  but  not  the 
same  characteristics. 

With  our  utility  power  houses  where  the  operation  of  the  power 
houses  is  predicated  upon  the  most  efficient  production,  and  where 
we  have  got  to  regulate  our  draft  and  all  of  the  conditions  of  fur- 
nace operation  and  boiler-room  operation,  we  are  dependent  upon 
getting  a  fairly  definite  kind  of  coal  and  fuel.  If  we  get  fuel  of 
another  kind,  it  throws  our  operations  all  out  of  gear,  and  it  is  for 
that  reason  that  we  were  at  one  time  very  exacting  as  to  the  specifica- 
tions under  which  we  bought  coal,  so  as  to  give  us  the  best  economic 
conditions  for  power-house  operation.  But  now,  of  course,  that  is 
entirelv  impracticable.  We  can  not  set  up  any  specifications  what- 
ever. \Ve  do  the  best  we  can  and  buy  the  coal  from  the  mine  which 
we  think  will  give  us  fairly  good  results.  If  we  undertake  4o  ffet 
it  from  the  pool,  our  results  are  not  as  good  because  we  get  a  varied 

Eroduct.    Ii  we  get  it  direct,  our  results  are  better  because  we  are 
Btter  able  to  gauge  the  product  that  we  receive. 
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The  Chairman.  Col.  Wentz,  has  it  been  the  practice  to  pool  conl 
at  tidewater? 

Col.  Wentz.  That  is  the  war  emergency. 

The  Chairman.  It  was  not  the  practice  before  that? 

Col.  Wentz.  Not  before  the  war. 

The  Chairman.  Isn't  that  economic  to  do  that? 

Col.  Wentz.  It  does  not  make  for  a  better  quality  of  coal  which 
comes  out  of  the  pool,  but  it  was  supposed  to  save  delays  to  railroad 
equipment,  and  it  does  permit  a  more  general  engaging  in  export  busi- 
ness than  could  be  had  under  the  old  practice,  l^cause  the  shipper, 
either  producer  or  jobber,  has  to  have  a  large  volume  of  coal  running 
to  tide  under  the  old  practice  in  order  to  accumulate  cargoes  to  load 
ships  without  being  destroyed  by  demurrage  charges.  The  pool  makes 
that  possible  and  does  permit  a  great  many  people  to  export  which 
could  not  otherwise  export.  That  is  one  of  the  problems  we  have  had 
in  connection  with  this  tidewater  situation,  not  to  destroy  the  small 
exporter  and  small  shipper. 

The  Chairman.  How  is  the  coal  handled  at  Cleveland  and  the 
Lake  ports? 

Col.  Wentz.  The  same  way,  by  pool. 

The  Chairman.  Has  that  been  the  practice  there? 

Col.  Wentz.  That  began  with  the  war,  too,  also  a  war-emergency 
measure.  It  is  pooled  at  every  loading  port,  at  the  Lakes  and  on  the 
coast. 

The  Chairman.  I  can  see  the  objection  to  the  mixed  character  of 
the  coal,  but  if  the  coal  was  all  of  the  same  character  it  would  be  good 
busineav. 

Col.  Wentz.  It  would  be  a  desirable  thing.  However,  you  under- 
stand that  that  very  pooling  does  permit  the  speculation  l>ecause  if  a 
large  volume  of  coal  is  running  through  a  pool — for  instance,  if  a 
thousand  cars  of  coal  is  going  through  a  pool  at  Philadelphia,  or  say 
at  Baltimore,  a  day,  it  requires  a  thousand  dollars  of  credit,  you  see, 
which  it  must  use  up.  Now,  a  man  might  hold  500  cars  there  a  month 
and  trading  on  the  credit  acquired  by  the  coal  that  went  through  in 
24  or  48  hours,  the  accumulated  credit  coming  through  fast,  he  would 
not  require  a  bit  of  demurrasfe.  That  is  where  the  speculation  comes 
in.  Then  they  wait  for  somebody  who  has  to  get  some  coal  and  sting 
him.   Maybe  1  could  give  you  some  figures  on  the  export  proposition. 

The  Chairman.  Just  before  you  do  that.  It  is  reported  that  there 
was  a  great  deal  of  coal  stored  in  sidings  in  eastern  terminals  held 
there  for  speculative  purposes ;  is  that  so  ? 

Col.  Wentz.  I  have  been  told  there  is  some  dead  coal  being  held 
at  the  sidings  and  terminals  near  New  York  Harbor,  and  it  has 
been  here  for  some  weeks,  and  I  have  been  trying  for  three  weeks 
to  get  the  names  of  the  owners  of  that  coal  from  the  railroad,  so  as 
to  see  if  we  can  gf  t  it  cleared  up.  I  do  not  know  how  much  of  it  is 
speculative  and  now  much  is  not.  However,  if  I  can  get  the  names 
of  the  owners  I  can  find  out.  I  have  not  gotten  them  yet.  I  have 
no  doubt  that  some  of  it  is.  I  do  not  think  anybody  is  prepared  to 
sav  that  all  of  it  is. 

iTie  Chairman.  Do  you  think  this  speculation  in  coal  increases  the 
shortage  of  open-top  cars  ? 

Col.  Wentz.  Yes;  because  most  of  it  is  held  an  unnecessary 
length  of  time,  and  when  coal  which  is  being  held  for  speculation 


186  RECONSTRUCTION  AND  PRODUCTION. 

gets  into  the  terminal  yards  it  occupies  rail  space  which  blocks  out 
coal  which  is  moving  legitimately,  and  that  coal  is  then  backed  up 
at  stations  or  backed  from  the  port,  and  you  get  a  stand-up  all  the 
way  around.  Take  Baltimore  to-day:  Baltimore  has  an  embargo 
for  a  week.  No  coal  can  be  shipped  to  the  port  of  Baltimore  for  a 
week.  They  have  the  harbor  blocked  and  have  everything  back  of 
it  blocked  as  far  as  they  dare  go. 

The  Chairman.  That  holds  cars  out  of  service  for  several  weeks 
unnecessarily  ? 

Col.  Wei^tz.  Surely.  Just  to  give  you  a  line  on  our  present  ex- 
port business  as  compared  to  what  it  used  to  be:  In  1915  we  sent 
overseas  nine  and  a  half  million  tons  of  coal.  That  was  about  our 
top.  That  was  a  pretty  substantial  business,  considering  the  busi- 
ness we  are  doing  now.  In  the  first  five  months  of  this  year  we  only 
exported  6,000,000  tons,  with  all  the  demand.  It  dropped  in  1916- 
to  8,000,000  tons  on  account  of  vessel  shortage.  Then  we  got  a  bad 
vessel  shortage  in  1917  and  it  went  to  5,700,000.  In  1918  our  ex- 
ports overseas  dropped  to  4,216,000.  That  was  because  there  was  a 
trade  made  with  the  British  Government. 

Mr.  Morrow.  They  took  care  of  a  part  of  our  foreign  obligations^ 

Col.  Wentz.  Great  Britain  took  care  of  Egypt  and  the  Mediter- 
ranean and  we  took  over  the  Argentine  and  some  of  the  South 
American  business;  but  there  were  not  ships  available  to  save  our 
vessels  crossing  the  ocean  and  save  theirs.  There  was  an  agree- 
ment made  with  the  British  Government.  In  1917  we  started  ta 
get  back  and  we  went  to  8,000,000.  In  the  latter  part  of  1919  there 
was  a  railroad  strike  and  exports  were  stopped.  They  went  down 
to  less  than  200,000  a  month.  The  Bailroad  Administration  would 
not  permit  shipments  to  be  made,  and  that  held  on  until  the  first 
part  of  1920.  So,  you  see,  when  our  export  business  was  normal  in 
1915,  before  the  war,  we  were  doing  an  overseas  business  of  between 
9,(X)0,000  and  10,000,000  then. 

The  Chairman.  Have  you  heard  that  Great  Britain  is  limitin|^ 
her  export  of  coal  ? 

Col.  Wentz.  Yes,  sir ;  she  is. 

The  Chairman.  What  is  the  reason  for  that  ? 

Col  Wentz.  Great  Britain  I  am  told  is  limiting  her  export  of 
coal  to  France  to  9,000,000  a  year,  which  is  pretty  nearly  what  she 
gave  France  before  the  war.  I  am  told  that  she  is  limiting  her  total 
exports  to  about  20,000,000  tons  a  year,  which  is  about  one-half  of 
what  she  exported  before  the  war.  The  rest  of  it  is  being  absorbed 
in  her  bunker  business  and  in  her  home  consumption.  But  I  am  alsa 
told  quietly  that  the  limit  to  France  and  some  other  countries  are 
rather  involved  in  connection  with  the  coal  situation  in  Germany 
and  the  international  trades  that  are  going  on.  I  understand  Great 
Britain's  production  has  gotten  back  to  the  ratf  of  240,000,000  a 
year.     Its  peak  in  1913  was  280,000,000  or  282,000,000. 

The  Chairman.  Our  information  here  is  that  she  needs  this  coal 
for  her  own  industries  and  she  was  going  to  keep  it  to  take  care  of 
her  own  ports. 

Col.  Wentz.  I  got  my  advice  from  a  man  who  is  in  the  office  of  the 
coal  administrator  of  England,  whom  I  know. 

The  Chairman.  Is  it  true  that  England  has  fixed  a  price — the  Gov^- 
ernment  has  fixed  a  price  on  her  export  coal? 
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Col.  Wentz.  I  am  not  prepared  to  say;  I  don't  know.  During 
the  war  she  did.  To  F'rance  it  amounted  to  about  $18  a  ton,  de- 
livered in  France  during  the  war,  and  to  Scandinavia  about  $40  a 
ton  delivered,  and  Spain  was  somewhere  in  between.  Her  prices 
varied  to  the  foreign  countries,  depending  on  her  relations  with 
them.  Scandinavia  supplied  iron  ore  and  timber.  Very  largely  all 
the  trench  timber  came  from  Scandinavia.  A  lot  of  iron  ore  came 
back  from  Spain  in  the  vessels  that  took  coal  to  France.  There  was 
always  a  trade  in  connection  with  her  export  prices. 

The  Chairman.  Has  Great  Britain  fixed  a  price  for  home  con- 
sumption, do  you  know  ? 

Col.  Wentz.  I  do  not  think  so  at  this  time.  I  think  it  is  an  open 
price.     During  the  war  there  were  prices  fixed. 

Mr.  Morrow.  I  think  they  have,  both  domestic  and  foreign. 

Col.  Wentz.  My  recollection  is  from  what  I  heard  the  other  day 
that  it  is  an  open  price  for  home  consumption  at  this  time. 

The  Chairman.  Our  information  here — I  have  a  witness  who  testi- 
fied a  day  or  two  ago — was  that  the  Government  fixed  the  price 
both  for  home  consumption  and  export. 

Col.  Wbntz.  Is  that  recent?  The  man  I  talked  to  has  just  come 
over.    He  had  only  been  here  a  week. 

The  Chairman.  This  man — this  information  was  obtained  a  month 
^o.    I  am  quite  sure  that  is  so. 

I  have  a  letter  here  from  a  business  concern  in  Elmira  which  dis- 
<*usses  the  coal  situation.  I  am  going  to  read  it  to  you,  Colonel,  and 
«ee  what  you  think  about  it.     It  is  aadressed  to  me.     [Reading :] 

C  ITEM  UNO  Valley  Steel  Co.  (Inc.). 
Elmira  Heights,  N,  F.,  June  16,  1920, 
Hon.  William  Caldeb, 

Washington,  D.  C, 

Dear  Sib:  We  invite  your  attention  to  the  present  situation  as  regards 
bituminous  coal.  Undoubtedly  this  matter  has  been  brought  to  your  attention 
before  now,  but  the  situation  is  getting  to  be  such  that  it  must  be  talcen  in  hand 
and  put  under  proper  control. 

Coal  is  being  offered  out  at  $11  per  ton.  This,  of  course,  is  a  prohibitive 
price,  nnd  absolutely  prevents  manufacture,  unless  the  cost  is  added  on  to  the 
goods,  and  in  the  iron  and  steel  Industry  prices  have  reached  such  a  peak  that 
building  is  really  being  curtulle<l. 

The  writer  is  familiar  with  the  real  situation  \v^  res^pects  the  west  Pennsyl- 
vania district,  and  it  is  brought  about  by  the  fact  that  the  average  mine  loads 
about  2.5  cars  per  day,  and  this  coal  Is  not  being  used  to  fill  their  contracts, 
bat  is  being  sold  to  agencies  or  brokers,  who  are  in  turn  selling  it  for  spot 
shipment.  The  coal  operator  dodges  his  responsibility  by  stating  that  he  has 
certain  contracts  on  hand  and  he  prorates  his  tonnage.  This  is  true;  he  has 
contracts  from  a  subsidiary  or  alleged  agency,  and  this  "  go-between  "  gets  the 
<Dal,  and  every  once  in  a  while,  in  order  to  clear  himself  legally,  he  ships  a 
few  ears  on  his  legitimate  contracts. 

Of  course,  we  all  know  that  the  car  supply  has  a  great  deal  to  do  with  it, 
but,  nevertlieless,  the  situation  must  be  improved  hy  putting  the  distribution  of 
coal*  under  a  proper  commission,  or  else  reviving  the  Fuel  Administration. 

Another  thing:  The  exporting  of  coal  should  be  prohibited.  Anybody  who 
knows  anything  about  the  coal  business  can  verify  my  statements,  as  coal  is 
not  going  into  the  Northwest  or  New  Kiigland,  and  it  is  easy  to  foresee  that 
there  vlll  be  a  very  acute  coal  shortage  this  coining  winter. 

Whatever  you  can  do  to  bring  about  a  situation  that  will  put  the  distribution 
of  coal  under  the  proper  control  will  meet  with  the  Instant  approval  of  the 
manufacturing  companies  of  New  York  State. 
Very  respectfully,  yours, 

Chemung  Valley  Steel  Co., 
Per  E.  F.  Quirke. 
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Col.  Wektz.  Well,  I  resent  that  statement  as  being  incorrect — as 
being  slanderous — and  shows  that  the  writer  does  not  know  the 
facts  of  the  situation,  because  coal  is  going  to  the  Great  Lakes  in 
a  very  increasing  quantity,  and  coal  is  going  to  New  England  faster 
than  they  are  tafcing  it  at  this  time. 

Mr.  IVliLLER.  That  letter  is  dated  June  18. 

Col.  Wentz.  Even  at  that  time  it  was  moving  to  I^^ew  England 
as  fast  as  tiie^y  n^ally  could  absorb  it. 

Mr.  Miller.  Two  thousand  seven  hundred  cars  was  the  greatest 
number  received  any  day  at  Lake  Erie  ports  up  to  August  8. 

Mr.  Morrow.  Four  thousand  seven  hundred  was  the  highest. 

Mr.  Miller.  What  day  was  that  ? 

Mr.  Morrow.  August  6. 

Mr.  MjLLER.  Before  August  6,  2,700  was  the  greatest  number? 

Mr.  Morrow.  Xo,  sir;  it  had  been  averaging  about  2,700. 

Mr.  Miller.  Against  a  4,000  designed  for  in  Order  No.  10? 

Col.  Wentz.  But,  as  Mr.  Willard  said  this  morning,  the  railroads 
are  setting  some  pretty  high  marks  to  shoot  at.  There  have  nev^er 
been  4,000  cars  at  the  Lake  Erie  ports. 

Mr.  Morrow.  They  never  averaged  it  over  a  length  of  time  ? 

Col.  Wentz.  That  is  what  they  are  trying  for,  but  they  have  never 
done  it. 

Mr.  Morrow.  They  have  been  up  on  individual  days  to  4,700  cars 
dumped  at  Lake  Erie.  They  have  never  had  4,000  cars  a  day,  on  the 
average,  in  any  month  in  the  history  of  the  Lake  trade.  That  is  what 
they  have  to  do  to  fill  the  Lake  requirements  this  year. 

1  he  Chairman.  Can  they  do  it  ? 

Mr.  Morrow.  Yes ;  they  will. 

The  Chairman.  I  hope  you  are  right. 

Col.  Wentz.  Senator,  you  spoke  of  curtailments  on  coal  exports. 
The  coal  industry  needs  its  export  business,  as  I  have  told  you. 
Hampton  Roads  and  West  Virginia  and  Virginia  are  dependent 
on  the  coal  export  business.  They  have  done  it  tor  years,  a  very  sub- 
stantial business.  It  seems  to  me  that  it  would  be  (][uite  as  unfair 
to  curtail  the  export  of  other  productions  of  the  United  States.  I 
am  interested  to  see  that  the  exports  of  sugar  for  the  first  six  months 
of  1920  amounted  to  764,000,000  pounds,  and  there  has  been  some 
slierht  shortage  of  sugar  in  this  countrv  during  that  period. 

The  Chairman.  I  wonder  whether  tliere  was  a  shortage  of  sugar 
in  this  country? 

Col.  Wentz.  There  has  been  during  the  past  six  months,  at  various 
times. 

The  Chairman.  Or  is  the  sugar  being  held  by  the  people  who 
have  it  to  get  a  higher  price? 

Col.  Wentz.  I  do  not  know.  I  know  it  has  been  difficult  to  obtain 
it  during  the  last  six  months,  and  that  has  been  our  sugar  export  in 
that  period. 

The  Chairman.  My  recollection  is  that  last  year,  when  the  price 
was  fixed  by  the  Government,  there  was  a  scarcity;  but  this  year,  I 
am  not  sure,  but  I  am  under  the  impression  that  you  can  get  all  you 
want  if  you  pay  for  it. 

Col.  Wentz.  There  is  a  good  deal  being  exported,  too.  Senator,  T 
should  like  to  put  the  National  Coal  Association  on  record  as  being: 
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opposed  to  high  prices  for  coal  such  as  these  prices  being  used,  and 
as  being  opposed  to  speculation  in  coal.  Also,  that  the  association, 
through  its  officers  and  through  committees  appointed  by  it,  has  been 
doing  everything  it  could  in  cooperation  with  Government  agencies, 
railroads,  and  wnolesalers  of  this  country  to  improve  the  production 
of  coal  and  the  distribution  of  coal.  By  law  it  is  not  permitted  to 
take  any  steps  in  connection  with  the  price  of  coal.  We  have  been 
put  on  notice  that  even  if  we  combine  to  maintain  a  low  price  for 
coal  we  are  subject  to  indictment  and  jail. 

The  Chairman.  I  thank  you  for  that  statement,  and  I  am  sure  that 
you  are  doinj^  all  you  can  to  straighten  the  matter  out.  I  am  not 
anxious  to  injure  the  coal  industry.  Of  course  not.  This  committee 
is  exceedingly  desirous  of  doing  everything  helpful  to  every  industry 
in  this  country.  Nor  would  T  think  of  suggesting  that  the  export  of 
coal  be  reduced  even  to  the  degree  whicn  the  exports  were  a  few 
months  back,  excepting  that  the  testimony  here  and  all  the  facts  as 
they  come  to  us  rather  make  us  feel  that  these  large  shipments  of  coal 
abroad  have  tended  to  keep  up  the  price  to  the  domestic  consumer 
and  tended  to  decrease  the  supply  for  the  home  consumer,  as  evidenced 
by  the  complaint  of  these  utilities  men  here  and  industries  all  over 
the  country.  Now,  if  that  is  true,  then  the  question  of  limiting  the 
exports  is  a  serious  one  for  the  Government  here  to  consider. 

Col.  Wentz.  It  is.  The  opinion,  Senator,  of  the  best-informed 
coal  men  and  exporters  of  coal — I  mean,  responsible  wholesalers  and 
producers — is  that  if  you  reduce  the  exports  of  coal  to-day  to  500,000 
tons  a  month  or  to  1,000,000  tons  a  month  the  speculation  in  that  lim- 
ited tonnage  of  coal  would  set  the  price  up  infinitely  higher  than  it 
is  to-:day.  lit  mi^ht  be  trebled,  or  even  at  four  times  the  price.  There 
would  be  such  bidding  to  fill  our  cargoes  for  the  small  part  that  is 
left.  Now,  you  ask  how  that  could  be  done.  Remember,  that  there 
are  a  lot  of  foreign  exporters  who  have  sold  coal  abroad  on  a  c.  i.  f . 
price.  The  freignt  rates  have  dropped  from  something  like  $26  to 
$9,  the  ocean  rates. 

When  vou  add  to  that  the  demurrage  on  ships  sitting  around  at 
ports  waiting  for  cargoes,  you  can  pay  a  very  high  price  for  coal 
in  this  country  which  has  already  been  sold  at  a  delivery  price 
abroad,  based  on  high  freight  rates,  and  particularly  to  fill  out  car- 
goes. You  have  a  verj  complicated  international  commercial  situ- 
ation, and  it  is  our  opinion  that  you  would  not  get  at  what  we  are 
all  trying  to  get  at,  cut  out  speculation,  reduce  prices  for  export  coal. 
By  curtailing  the  amount  of  coal  going  abroad  you  would  increase  it. 

The  Chairman.  Then  the  answer  is  to  adopt  the  policy  of  Great 
Britain  to  fix  the  price  of  both  domestic  and  foreign  sales.  That  1 
deplore;  that  I  do  not  want  to  see;  that  I  am  opposed  to,  having 
the  Government  fix  prices,  unless  it  becomes  necessary  to  protect  the 

interest  of  this  country. 

Col.  Wentz.  I  do  not  think  that  is  necessary,  Senator.  T  think 
this  situation  can  be  corrected. 

The  Chairman.  You  gentlemen  have  got  until  December  to  work 
that  out. 

Col.  Wentz.  To  begin  with,  what  we  have  got  to  have.  Senator, 
is  transportation.  There  is  no  use  trying  to  do  something  with  a 
little  coal  which  is  insufficient  to  the  requirements.     If  we  can  get 
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enough  coal  to  meet  the  requirements,  the  rest  of  the  problem  is 
solved. 

The  Chairman.  The  answer  to  that  is  this :  You  have  enough 
transportation  to  increase  your  exports  fourfold. 

Col.  Wentz.  No,  sir;  not  fourfold. 

The  Chairman.  That  is  the  statement  made  this  morning  by  Mr. 
Willard,  that  your  exports  on  coal  are  fourfold. 

Col.  Wentz.  I  have  given  you  the  figures.  They  were  not  over 
9,000,000  tons  a  year. 

The  Chairman.  And  the  exports  for  last  month  indicate  a  possi- 
bility of  24,000,000. 

Col.  Wentz.  For  this  year  we  have  exported  about  10. 

The  Chairman.  That  is  nearly  double. 

Col.  Wentz.  It  is  nearly  double  wliat  it  was  in  1915. 

The  Chairman.  I  asked  Mr.  Willard  this  morning  if  he  had  any 
knowledge  of  the  failure  of  the  Railway  Administrator  last  year  to 
buy  coal  for  rail  consumption  and  whether  or  not  that  had  affected 
the  situation  this  year.  Have  you  any  knowledge  of  whether  or  not 
the  Railway  Administrator  failed  to  buy  coal  for  the  railroads  last 
3'ear  because  of  the  price  of  coal  and  his  anticipation  of  it  being  re- 
duced? 

Col.  Wentz.  I  think  I  know  of  two  railroads  last  year  which  had 
not  bought  as  much  coal  as  they  required  on  contract,  and  to  supple- 
ment the  contract  purchases  they  did  confiscate  a  lot  of  coal,  and,  of 
course,  they  paid  for  it  at  the  price  at  which  it  was  sold.  Most  of  it 
was  sold  on  contract,  but  they  confiscated  it  just  the  same,  because 
they  had  not  bought  enough.  Those  were  two  southern  railroads. 
I  do  not  suppose  Mr.  Willard  knows  anything  about  them.  I  do  not 
know  what  the  general  practice  was.  I  can  only  speak  of  my*  own 
knowledge. 

The  Chairman.  Mr.  Willard  left  the  impression  with  me  this 
morning  that  the  railroad  administrator  had  neglected  to  buy  neces- 
sary coal  for  the  operation  of  the  railroads  of  the  country,  and  that 
had  helped  to  put  us  in  the  situation  we  are  in. 

Col.  Wentz.  I  have  heard  it  so  stated,  Mr.  Senator,  and  I  guess  it 
is  true.  I  know  in  two  instances  it  was,  and  the  road  confiscated  coal 
to  supplement  their  requirements,  and  that  disjointed  the  comnfercial 
situation,  because  electric  light  companies  and  gas  companies  and 
manufacturing  plants  did  not  get  the  coal  which  had  been  shipped 
to  them  and  did  not  know  what  had  become  of  it.  Of  course  during 
the  strike  there  was  a  tremendous  amount  of  coal  confiscated.  Coal 
was  confiscated  in  every  direction.  That  was  in  October,  wasn't  it, 
in  1919? 

Mr.  Miller.  The  matter  the  chairman  refers  to  is  the  matter  that 
occurred  in  the  spring. 

Col.  Wentz.  That  is  what  T  have  reference  to — the  failure  to  buy 
sufficient  coal  on  contract  to  meet  requirements. 

Mr.  Miller.  Are  you  in  a  position  with  your  very  strong  organi- 
zation, which  has  such  ramifications,  to  enforce  the  fulfillment  of 
contracts  upon  the  part  of  your  members  ? 

Col.  Wentz.  No,  sir. 

Mr.  Miller.  Members  pay  large  sums  to  continue  to  keep  your 
association  in  operation.  Wouldn't  they  correspondingly  respond  to 
the  general  welfare  by  carrying  out  their  contracts  ? 


RECONSTRUCTION  AND  PRODUCTION.  191 

Col.  Wentz.  Mr.  Miller,  we  are  advised  by  counsel  that  it  is  im- 
proper and  illegal  for  us  to  in  any  way  discuss  prices,  and  it  is  never 
done,  and  we  are  not  doing  it. 

Mr..  Miller.  I  mean  enforce  the  fulfillment  of  a  contract. 

Col.  Wentz.  Exactly,  and  we  are  not  even  permitted  to  inter- 
change information  with  regard  to  which  coal  is  sold. 

Mr.  Miller.  A  man  came  in  here  the  other  day  with  this  story: 
He  had  received  notice  of  coal  shipped  to  him  on  contract.  The 
notice  carried  the  car  numbers.  Later  he  received  a  second  notice 
that  in  some  way  the  cars  consigned  to  him  had  been  lost,  but  he  also 
received  an  offer  of  some  other  cars  of  coal  at  a  higher  price  than 
those  contracted  for.  He  needed  the  coal  and  he  accepted  the  offer 
at  the  higher  price.  Finally,  when  he  did  receive  his  coal,  to  his 
astonishment  he  noted  that  it  arrived  in  the  cars  numbered  on  his 
original  consignment  notice. 

Col.  Wentz.  I  have  heard  that  story  before.  I  think  it  has  been 
pretty  well  circulated.  I  do  not  know  whether  it  is  true  or  not.  Do 
voii?' 

Mr.  Miller.  Why,  I  think  so,  because  I  know  the  man  who  stated 
it.  I  know  him  pel  sonally . 

Col.  Wentz.  I  have  heard  of  it  before. 

Senator,  this  is  the  evil  thing  that  you  will  see  in  connection  with 
this  matter.    [Reading  newspaper  clippings :] 

Coal. — We  have  available  at  Hampton  Uoads  various  jrrades  coal  for  export, 
Jilso  pool  34,  from  Baltimore.  Buyers  with  letters  of  credit  please  telephone 
Bowling  Green  2698-2699. 

Coal. — We  offer  spot  carj^oes  steam  and  jras  coal.  Scondlnavlan  ports  and 
west  c<iast  Italy.  Only  buyers  with  letters  of  credit  established  need  apply. 
233  J,  this  office. 

Coal  for  sale. — Five  thousand  two  hundred  and  forty-four  tons  coal,  pool 
Xo.  34,  for  Pineus  steanrer  en  route  past  Gibraltar.  Janovici  &  Co.  (Inc.). 
Telephone,  Broad  4889 ;  109  Broad  Street. 


Coal. — We  offer  f,  o.  b.  or  c.  i.  f.  7,000  tons.  Pools  1  and  2,  immediate  de- 
Mvery  I^^imberts  Point  piers.  Also  10,000  tons,  pools  1  and  2,  c.  i.  f.  only. 
Steflmer  loaded.  International  Maritime  Clearing  House,  141  Broadway, 
Hector  6875. 


For  sale. — Nine  hundred  thousand  tons  high-grade  steam  and  coking  coal, 
f-  0.  b.  Baltimore,  12,  to  15  months  shipment.  Advance  of  .$1  per  ton  nece.ssary. 
Ad*iress  Concrress  Coal  &  Transportation  Co.  (Inc.),  2  Rector  Street;  phone. 
Hector  1803,  1804. 

Coal—One  mVAUm  tons.  Delivery  2.000  to  5,000  tons  monthly.  Peun.syl- 
^ania.  M.  Erlenbach,  1  West  Thirty-fourth  Street,  room  208;  phone,  Fitz 
Roy  3708. 

Coal — Coal — Coal. — Immediate  delivery.  Bunker  and  export.  Curtis  S. 
Fullmer,  10  East  Thirty-second  Street ;  Longacre  4346. 


Coa?.--Con tracts  for  delivery  over  a  period  of  several  months.  U.  Kiohman 
^  Co..  43  Exchanj?e  Place,  Hanover  9516-7-8-9. 

Col.  Wentz.  I  was  reliably  informed  the  other  day  that  some  coal 
was  offered  at  one  of  our  ports,  and  the  owner  was  found  to  be  the 
operator  of  a  poultry  shop  in  New  York. 
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The  Chairman.  As  far  as  you  know,  these  advertisements  are  not 
from  legitimate  coal  operators? 

Col.  Wentz.  I  do  not  know  whether  they  are  or  not.  sir,  but  some 
of  these  names  are  unknown  to  me. 

Mr.  Morrow.  You  do  not  know  any  of  them,  do  you,  Col.  Wentz  ? 

Col.  Wentz.  I  do  not  know  any  of  these  names  which  are  signed 
to  these  advertisements.  I  do  not  know  whether  these  are  legiti- 
mate or  not.  but  I  do  know  that  legitimate  jobbers,  exporters,  and 
Sroducers  oi  coal,  whenever  they  get  any  to  sell,  do  not  transact  their 
usiness  that  way. 

Mr.  Thompson.  It  would  be  safe  to  say.  Senator,  that  they  are  not. 
I  investigated  about  five  of  those  myseli,  and  in  one  case  one  was  a 
skirt  manufacturer,  another  fellow  was  a  corset  manufacturer,  and 
another  fellow  kept  a  bootblack  shop. 

Mr.  Miller.  Could  you  explain.  Col.  Wentz,  without  too  much  de- 
tail, the  need  of  orders  10  and  11  if  priority  order  No.  7  was  effec- 
tive? Or,  in  other  words,  if  Nos.  10  and  11  were  effective,  why  con- 
tinue No.  7? 

Col.  Wentz.  No.  7,  you  know,  has  been  continued  by  No.  9  and 
modified  to  some  extent. 

Mr.  Miller.  Now  it  is  going  to  go  into  No.  13  or  something  of 
that  sort. 

Col.  Wentz.  It  is  necessary  to  continue  No.  9  for  the  general  in- 
crease in  the  production  of  coal.  As  I  have  indicated  to  you,  this 
eastern  territory  is  about  20,000,000  tons  short  this  year,  i  ou  have 
got  to  have  that.  Mr.  Lieb  and  other  people  hp,ve  no  stocks.  They 
are  going  on  from  hand  to  mouth.  We  have  got  to  accumulate  some 
coal  for  this  winter.    That  is  essential. 

No.  10  was  necessary  to  force  coal  up  the  Lakes  to  take  up  the 
slack  or  to  take  up  the  loss  of  the  nonproduction  during  the  first  two 
months  of  navigation.  I  testified  as  to  two  or  three  coal  companies, 
all  of  whose  product  had  gone  up  the  Lakes,  and  they  had  only 
shipped  34  per  cent  of  their  production  because  they  did  not  get  the 
cars.  It  was  necessary  to  make  up  that  loss — that  50  to  60  per  cent 
loss — on  the  contracts  for  two  months,  and  it  had  to  go  from  other 
shippers  as  well  as  the  people  under  contract.  Everybody  had  to 
contribute  to  that  situation  who  operated  in  a  zone  wliich  nor- 
mally shipped  coal  up  the  Lake,  whether  they  had  it  sold  up  there 
or  not.    The  same  is  true  of  this  New  England  situation. 

Mr.  Storrow  thought  he  ou^ht  to  have  an  order  to  take  care  of  it. 
He  said  he  had  to  have  a  million  and  a  quarter  tons  of  coal  a  month 
by  water.  When  he  got  his  order,  he  was  getting  900,000  tons.  He 
got  more  than  a  million  tons  last  month  but  I  do  not  believe  they 
are  going  to  continue  to  take  a  million  tons  a  month.  But  he  has 
got  his  order.  Now,  if  they  won't  take  it,  Mr.  Miller,  that  order  will 
be  modified  right  down  to  a  point  that  they  absorb. 

Mr.  Miller.  Speaking  of  that  order,  tlie  other  day  in  our  confer- 
ence, you  said  it  would  make  a  buyers'  market. 

Col.  Wentz.  It  is  bound  to. 

Mr.  Miller.  And  would  ultimately  reduce  the  cost  of  coal? 

Col.  Wentz.  In  New  England. 

Mr.  Miller.  And  the  lake  ports? 

Col.  Wentz.  Yes,  sir. 

Mr.  Miller.  Has  that  gone  down  already  ? 
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(ol.  Wentz.  At  the  lake  ports  it  has.  Coal  at  the  lake-port  end 
dropped  to  $5  a  ton,  which  is  pretty  nearly  a  normal  contract  price 
at  the  mines.  Then  Canada  came  in  and  got  nervous  and  bid  the 
price  up  to  about  $7.  But  with  the  Canadian  ports  they  have  quite 
a  lot  of  that  coal  to  start  with,  because  the  order  affects  it  all.  With 
their  ports  becoming  a  little  filled  up,  it  is  going  to  throw  a  volume  to 
the  lakes  and  Canada  will  drop  her  bid.  I  expect  to  see  that  price 
hang  around  $5.    It  may  go  lower. 

Mr.  Miller.  Would  it  be  a  great  deal  of  trouble  for  you  to  advise 
U3  from  time  to  time  how  that  price  runs  ? 

Col.  Wentz.  No  ;  I  would  be  very  glad  to. 

Mr.  Miller.  To  see  whether  your  theory  is  correct? 

Col.  Wentz.  I  will  be  very  glad  to  do  that. 

Mr.  Miller.  Do  you  know  what  the  exports  from  Canada  are  now  ? 

Col.  Wentz.  No. 

Mr.  Miller.  There  is  a  rumor  that  there  were  some  Canadian  offi- 
cials down  at  Washington. 

Col.  Wentz.  May  I  answer  that  question?  I  am  prompted  to  say 
that  there  are  no  exports. 

Mr.  Miller.  How  much  had  there  been  ? 

Mr.  Morrow.  Just  two  or  three  hundred  thousand  tons  and  that 
has  been  stopped. 

Mr.  Miller.  We  were  sending  coal  to  Canada  and  they  were  ex- 
porting it.    That  has  been  stopped.    When  was  that  stopped? 

Mr.  Morrow.  About  three  weeks  ago. 

The  Chairman.  Has  not  Canada  a  coal  supply  enough  to  take  care 
of  her  home  needs  ? 

Mr.  Morrow.  No. 

Col.  Wentz.  No  ;  Canada  has  a  very  small  supply  and  it  is  all  in 
the  east.  They  have  a  supply  in  the  west  but  that  is  not  sufficient, 
out  of  British  Columbia.  1  will  give  you  some  data  on  the  Canadian 
situation.  How  many  years  do  you  want  it  for,  Senator,  from 
1915  on? 

The  Chairman.  Yes. 

Col.  Wentz.  In  1915  it  was  9,000,000;  in  1916,  13,000,000;  in  1917, 
18,000,000 ;  in  1918,  18,000,000 ;  in  1919,  12,000,000.  This  year  it  will 
probably  run  up  to  about  15,()00,000  or  16,000,000,  which  is  normal. 

The  Chairman.  I  am  much  oblige,  Colonel. 

Col.  Wentz.  Would  you  like  to  have  any  additional  information 
from  Mr.  Morrow^  who  is  our  vice  president  and  general  manager'' 
He  is  very  well  informed.  He  was  luel  distributor  for  Dr.  (xarneld, 
bituminous  fuel  distributor  all  the  time  that  he  was  fuel  adminis- 
trator. 

Mr.  MiixER.  We  may  desire  to  hear  from  Mr.  Morrow  at  a  later 
date,  but  not  to-day. 

Col.  Wentz.  Would  you  like  a  figure  on  the  rail  movement  to  New 
England?  It  may  be  of  interest  in  your  record.  It  is  splendid. 
For  the  week  ending  July  24, 1920, 7,000,000  tons ;  for  the  same  period 
in  1919,  four  and  a  half  million  tons ;  for  the  week  ending  July  31, 
1920,  6,000,000— that  is,  6,368,000 ;  for  the  same  period  in  1919, 
4,879,000  tons. 

(At  5  o'clock  p.  m.  the  committee  adjourned,  to  meet  at  11  o'clock 
a.  m.  to-morrow,  Friday,  August  13, 1920.) 
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FRIDAY,  AUGUST  13,  1920. 

United  States  Senate, 
Sejlect  Committee  on  Reconstruction  and  PRODicnoN, 

New  York  City^  N,  Y, 

The  committtee  met,  pursuant  to  call,  at  11  o*clock  a.  m.,  in  room 
1101,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
Senator  William  M.  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Messrs. 
Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

The  Chairman.  Mr.  Kahn,  we  know  tliat  you  have  made  a  study 
of  the  great  economic  problems  here  and  abroad,  and  it  sfeemed  that 
you  could  give  the  committee  some  information  helpful  in  framing 
a  report  to  the  Senate.  We  have  approached  our  subject  from  a  num" 
ber  of  angles.  We  were  informed  that  the  effect  of  our  tax  laws  had 
been  such  that  we  were  short  of  the  proper  financing  for  housing. 

The  high  price  of  labor,  the  costs  of  material  and  of  fuel,  as  well 
as  the  congestion  of  transpoitation,  all  of  these  things  enter  into 
the  problem;  and  with  your  familiarity  with  these  subjects,  the  com- 
mittee felt  that  you  could  give  some  light.  If  you  wish  to  make  a 
general  statement  fir^  and  have  the  committee  ask  questions  after- 
wards, you  can  proceed. 

STATEMEHT  OF  MB.  OTTO  H.  KAHN,  NEW  YORK  CITY. 

Mr.  Kahn.  I  thank  vou.  Senator.  I  have  a  statement  prepared 
relating  to  one  particular  phase  of  the  question,  which  I  can  give 
to  the  stenographer  so  as  not  to  take  your  time  in  reading  all  of  it. 
But  I  will  read  or  speak  of  the  essential  points  of  that  statement  re- 
lating to  that  one  phase  of  the  problem. 

I  hope  you  will  not  diagnose  me  as  the  possessor  of  a  single-track 
mind  in  reference  to  the  subject  of  your  inquiry  if  I  address  myself 

Crimarily  to  the  subject  on  which  t  have  written  and  spoken,  per- 
aps  all  too  frequently.    That  is  the  gross  faultiness  of  our  taxation 
system. 

The  reasons  for  my  attitude  in  speaking  particularly  of  that  prob- 
lem are  the  following : 

First,  I  can  not  claim  to  be  an  expert  or  possess  any  special  compe- 
tence on  questions  dealing  with  general  production,  but  I  do  possess 
a  certain  knowledge,  possibly  a  certain  expert  knowledge,  in  mat- 
ters of  taxation,  because  I  have  given  much  study  to  the  question, 
both  in  its  historical  aspect,  in  its  theoretical  aspect,  and  in  its 
workings  here  and  in  Europe. 
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Second.  Most  of  the  causes  which  contribute  to  the  present  era 
of  disturbance  and  of  economic  turmoil,  such  as  the  effect  of  the 
devastation  of  the  war  and  necessarily  resulting  diminution  of  pro- 
duction, inflation,  and  many  other  airect  causes,  are  well  kno^vn 
and  well  understood  and  have  been  very  frequently  discussed.  But 
the  influences  of  taxation  are  more  subtle,  are  less  easily  discerned, 
and  are  generally  avoided  by  the  public  speaker  as  a  topic  of  dis- 
cussion, because  to  elucidate  them  means  to  make  oneseli  a  vehicle 
for  pronouncing  some  unpopular  truths. 

Third.  I  am  convinced  that  the  effect  of  the  faultiness  of  our 
system  of  taxation  is  all  pervasive,  and  that  you  find  it  as  a  basic 
influence  wherever  you  look  for  the  true  causes  of  our  economic 
troubles,  including  lack  of  transportation  facilities,  insufficient  hous- 
ing accommodation,  retardation  or  other  abnormalities  of  production 
and  distribution,  high  rents,  high  prices,  and  extravagance.  I  be- 
lieve that  our  existing  faulty  taxation  is  as  harmful,  if  not  more  so, 
as  any  other  single  factor  now  at  work  in  affecting  the  prosperity 
and  well-being  of  all  the  people. 

Fourth.  The  cure  for  inflation  and  for  certain  other  after  effects 
of  the  war  which  afflict  us  is  a  slow  process.  The  remedy,  however 
drastically  applied,  needs  considerable  time  to  produce  its  effects. 
Moreover,  in  some  respects  that  remedy  must  not  be  applied  too 
drastically.  We  must  not  permit  the  remedy  of  deflation  to  be  used 
so  rigorously  as  to  bring  on  by  itself  an  excessive  stringency  in  the 
ci*edit  and  money  market,  and  thereby  further  cripple  production. 

But  the  cure  for  taxation  and  for  the  evils  flowing  from  the  errors 
of  our  existing  system  of  taxation  can  be  made  effective  at  once. 
The  remedy  can  be  applied,  and  the  resulting  relief  can  be  secured 
whenever  Congress  and  the  administration  are  prepared  and  in  a 
position  to  take  appropriate  action. 

Senator  Kenyox.  Are  you  going  to  define  what  you  mean  by  ap- 
propriate action  ? 

Mr.  Kahn.  Yes.  Now,  Senators,  I  hope  you  will  do  me  the  jus- 
tice of  believing  that  I  should  have  mv  own  contempt,  as  I  should 
deserve  yours,  if  I  came  before  you  and  addressed  you  on  this  prob- 
lem from  the  point  of  view  of  the  man  of  wealth!  Moreover,  I  am 
not  so  foolish  as  to  believe  that  I  could  get  away  with  it  if  I  tried. 

Senator  Kenyox.  "Well,  we  will  assume  vou  won't  trv. 

Mr.  Kahx.  To  those  who  believe  that  criticism  of  our  existing  sys- 
tem of  taxation,  which  means  the  surtax  schedule  and  the  excess-profit 
schedule,  is  necessarily  the  ''  squeal  '^  of  a  rich  man  or  affected  by  the 
bias  of  greed,  I  would  point  out  that  the  rich  man  has  very  little  to 
squeal  about  on  the  score  of  taxes,  provided  he  is  willing  to  join  the 
ranks  of  the  idle  rich.  All  he  has  to  do,  if  his  conscience  and  his 
disposition  permit  it,  is  to  turn  his  back  on  work,  risk,  and  construc- 
tive effort,  and  to  i)lace  as  much  of  his  capital  as  is  or  can  be  made 
liquid  into  tax-exem})t  securities — and  to  the  extent  that  he  does  that 
all  taxes  cease  to  trouble  him. 

Senator  Kexyox.  Does  it  disturb  you  if  I  ask  you  a  question? 

Mr.  Kaiix.  Not  a  bit. 

Senator  Kexyox.  Have  vou  anvthing  to  show  the  amount  of  tax- 
exempt  securities  in  tlie  l^iited  States? 

Mr.  Kahn.  Yes:  Senator:  I  will  refer  to  that  a  little  later. 
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What  I  am  advocating  is  a  policy  and  methods  which,  ^hile  taking 
sincere  and  sympathetic  account  of  equity  and  social  justice,  shau 
not  have  resemblance  to  the  spirit  and  temper  of  the  plausible  stump 
^pi;ilke^,  but  shall  \fe  based  upon  recognition  of  the  teachirigs  of  his- 
tory and  economics  and  practical  experience,  and  bear  the  imprint  of 
reasonableness  and  dispassionate  thinking,  free  from  either  favorit- 
ism or  animosity. 

He  who  would  lead  the  people  to  believe  that  they  can  be  benefited, 
or,  indeed,  that  they  are  other  than, greatly  harmed,  by  oppressive 
taxation  of  capital,  fools  himself  or  attempts  to  fool  others.  Almost 
every  one  of  the  taxes  now  in  usage  affects  all  the  people  in  its  con- 

^uences,  however  hidden  or  remote  may  be  the  casual  connection. 
Experience  has  demonstrated  that  the  excess-profit  tax  in  its  exist- 
ing form  and  the  high  surtaxes  are  in  effect  nothing  less  to  a  large 
extent  than  disguised  and  inflated  consumption  taxes.  The  ideal  tax 
IS  one  that  rests  where  it  is  laid.  That  is  to  a  considerable  degree 
attainable  in  the  case  of  reasonable  and  moderate  taxes,  but  only  in 
that  case.  Grossly  excessive  or  palpably  unsound  taxes  are  avoided 
or  passed  on  to  a  greater  or  lesser  extent. 

Then,  again,  our  existing  system  of  taxation  is  hardly  quite  honest 
with  the  people.  It  has  been  loudly  claimed  as  the  distinguishing 
featui'e  of  the  existing  liberal  democratic  system  of  taxation  that 
it  relieves  the  masses  and  puts  the  burden  upon  a  small  minority  of 
business  or  of  well-to-do  men.  Professedly,  class  taxation  has  been 
imposed  in  order  to  relieve  the  masses.  6ut  even  if  such  an  effect 
were  possible,  which  it  is  not,  the  means  which  have  been  used  to 
bring  it  about  have  not  been  ingenuous..  The  men  who  are  responsi- 
ble for  framing  our  tax  laws  must  have  know^n,  or  at  least  they  should 
have  known,  that  the  whole  glittering  scheme  of  unparalleled  super- 
taxation  was  vitiated  by  the  fact  that  there  are  some  fourteen  billions 
of  tax-exempt  securities  outstanding;  that  is,  municipal  bonds,  farm- 
loan  bonds.  State  bonds  and  (unless  otherwise  specincally  provided) 
Federal  bonds.    And  more  of  them  are  coming  out  all  the  time. 

The  Chairman.  Mr.  Kahn,  do  you  also  include  county,  village,  and 
town  bonds? 

Mr.  Kahn.  Oh,  yes;  all  bonds  which  represent  the  issue  of  securi- 
ties by  one  of  the  entities  of  the  Government. 

Xow,  what  has  been  the  result  ?  Our  investment  market  has  become 
crippled.  The  possessors  of  income  of  considerable  size  are  more  and 
more  withdrawing  from  it  and  placing  their  money  into  tax-exempt 
securities  to  the  extent  that  it  is  possible  for  them  to  do  so.  I  am  not 
saying  this  from  hearsay.  I  am  stating  facts  within  my  own  experi- 
ence and  knowledge-  Statistics  recently  compiled  on  the  part  of  cer- 
tain leading  investment  houses  show  that  the  average  individual  sub- 
scription to  new  issues  of  taxable  securities  is  but  one-quarter  nowa- 
days of  what  it  was  four  years  ago.  And  why  should  this  not  be  so  ? 
Consider  the  table  which  I  am  mserting  here.  It  shows  what  per- 
centage a  person  would  have  to  obtain  fiom  his  business  or  from  in- 
vesting in  taxable  securities  in  order  to  bring  him  on  his  income  sub- 
ject to  the  maximum  tax  the  same  return  which  he  can  get  by  simply 
investing  in  tax-exempt  bonds.  In  this  calculation  the  New  York 
State  income  tax,  which  ranges  from  1  to  3  per  cent,  is  included.  Such 
bonds  can  now  be  bought  to  bring  an  interest  yield  of  5|  to  6  per 
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cent.  In  order  to  equal  that  interest  yield,  a  person  would  have 
to  make  in  his  business  or  from  his  ordinary  investments  the  follow- 
ing percentages,  the  scale  rising,  of  course — i.  e.^  the  advantage  of  tax- 
exempt  investments  increasing  as  the  supertax  mcreases.  Here  is  the 
table,  based  on  a  nontaxable  yield  of  6f  per  cent : 

If  he  has  an  income  of  $20,000,  he  would  have  to  make  7.01  per 
cent ;  $30,000,  7.50  per  cent ;  $40,000,  7.99  per  cent ;  $50,000,  8.71  per 
cent;  $60,000,  9.42  per  cent;  $70,000,  10.27  per  cent;  $80,000,  11.27 
per  cent ;  $90,000,  12.50  per  cent ;  $100,000,  14.02  per  cent ;  $200,000, 
17.42  per  cent;  $300,000,  19.83  per  cent;  $500,000,  22.11  per  cent; 
$1,000,000,  23.98  per  cent. 

You  see,  therefore,  that  a  man  in  the  higher  supertax  classes,  be- 
ginning with  those  earning  incomes  of,  say,  $70,000,  actually  makes 
an  investment  yielding  him  from  lOJ  to  24  per  cent,  if  he  puts  that 
part  of  his  income  which  is  subject  to  the  maximum  tax  (and  that  is 
much  the  largest  part)  into  a  5 J  per  cent  tax-exempt  bond,  as  com- 

Eared  to  putting  it  to  work  in  his  business  or  investing  in  ordinary 
onds  or  ihortgages. 

Is  it  to  be  wondered,  under  these  circumstances,  if  the  investor  has 
withdrawn  from  the  mortgage  market,  and  money  for  all  kinds  of  en- 
terprises is  excessively  hard  to  find  ?  Is  any  other  result  possible  when 
surtaxes  are  so  high  that  up  tOj  roughly,  three-quarters  of  a  man's 
income  is  taken  in  taxation?  How  is  it  possible  for  a  man,  through 
conservative  investments  or  by  normal  business  methods,  to  accumu- 
late capital  under  such  taxation,  which  would  be  available  for  mort- 
gages or  for  similar  investments? 

Senator  Kenyon.  You  say  that  three-quarters  of  this  income  ib 
taken  in  supertaxes? 

Mr.  Kaiin.  Yes;  the  supertaxes  go  up  to  73  per  cent.  The  Federal 
supertax  goes  up  to  73  per  cent  and  then  we  have  a  State  tax  which 
is  from  1  to  3  per  cent:  and  of  course  in  various  ways  that  come  in 
the  excess  profit  taxes  and  minor  taxes,  but  three-quarters  is  not 
excessive  as  a  slatement  of  what  the  actual  result  of  our  existing 
taxation.  State  and  Federal  and  municipal,  in  many  occasions  shows. 

The  Chairman.  How  high  must  ones  income  be  before  it  arrives 
at  an  amount  where  three-quarters  of  it  is  taken? 

Mr.  Kahn.  That  depends  of  course  to  an  extent  upon  the  kind  of 
business  he  is  engaged  in,  because  that  is  where  the  excess-profit 
tax  comes  in  also.  If  you  speak  solely  of  income  tax,  73  per  cent 
applies  to  incomes  from  $1,000,000  and  above,  and  of  course  there 
are  not  many  of  $1,000,000  and  above.  But  73  per  cent,  plus  a  3  per 
cent  State  tax,  plus  excess  profit  taxes,  plus  numerous  other  taxes 
which  must  be  paid  and  which  are  being  paid,  make  the  possibility 
of  a  man  having  more  than  three-quarters  of  his  income  taken  away 
from  him,  come  into  action  at  a  verv  much  lower  scale  than  a  million 
dollars,  very  much  lower  scale.  Tt  can  not  be  ascertained  exactly 
where  it  comes  in,  however. 

Senator  Kenton.  A  man  would  have  a  pretty  comfortable  income 
before  it  got  in  on  the  three-quarters  proposition  ? 

Mr.  Kahn.  Oh,  yes.  My  point  is  not  that  a  man  by  that  taxation 
is  unduly  damaged  in  his  income  to  the  extent  of  enabling  him  to 
live  in  comfort.  My  point  is  that  so  much  of  the  income  particularly 
of  the  men  in  leading  financial  positions  is  taken  away  that  there  is 
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nothing  left  for  accumulation  and  that  you  can  not  get  mortgage 
money  or  any  money  unless  you  enable  money  to  be  accumulated. 

The  Chairman.  And  rather  than  invest  his  money  in  mortgages, 
he  buys  tax-exempt  securities. 
Mr.  Kahn.  Of  course,  that  is  manifest. 

The  Chairman.  So  that  a  mortgage  at  6  per  cent  might  not  yield 
more  than  1^  per  cent  ? 
Mr.  Kahn.  it  would  not. 

The  Chairman.  As  against  that  he  might  buy  tax-exempt  securi- 
ties that  would  yield  him  the  full  6  per  cent. 

Mr.  Kahn.  \es;  but  I  am  not  speaking  now  of  the  ethical  point 
of  view  and  I  am  not  speaking  from  tenderness  for  the  man  who 
has  made  a  million  dollars  and  who  has  only  $250,000  of  it  left.  He 
is  not  entitled  to  tenderness.  He  can  worry  along  on  $250,000.  I 
am  speaking  for  the  effect  on  the  masses  and  for  the  effect  on  the 
trade  and  commerce  of  the  country,  that  this  taxation  has  made  it 
impo.ssible  for  money  to  be  normally  or  anywhere  near  normally 
accumulated;  and  if  you  haven't  got  an  accumulation  of  money,  you 
can  not  of  course  find  the  sinews  of  war  for  the  trade  and  the  com- 
merce of  the  country  l>ecause  that  is  dependent  upon  continually  ac- 
cumulated capital. 

Every  business  that  is  entitled  to  live  is  an  expanding  business,  and 
an  expanding  business  every  year  needs  money  for  the  purpose  of 
replacing  things  that  are  worn  out  and  for  numerous  other  purposes. 
The  country  is  growing  all  the  time.  More  capital  is  needed  all  the 
time  in  any  country  that  has  not  reached  its  climax  and  I  am  sure 
this  country  has  not  reached  its  climax. 

Senator  Kenyon.  Where  capital  gets  to  the  point  where  it  will  not 
receive  the  return  which  it  seems  it  should  receive,  it  is  going  out  of 
busine^ ;  is  that  it  ? 

Mr.  Kahn.  That  is  one  of  the  points,  sir.  If  capital  does  not  re- 
ceive the  return  which  justified  the  men  engaged  in  business  going 
to  the  effort  and  taking  the  risks  and  suffering  the  worries  whicli  are 
necessarily  incidents  to  everv  business,  then  capital  asks,  "  Why 
should  I  go  to  that  effort,  why  should  I  work  14  hours  a  day  and 
more?  Why  should  I  deprive  myself  of  the  companionship  of  my 
family  and  friends  and  work  hard,  because  it  is  only  by  working 
hard  that  you  can  get  anywhere,  working  hard,  working  very  strenu- 
ously, working  with  all  my  effort  physically  and  mentally,  if  at  the 
end  "of  it  all  I  find  that  I  do  not  get  anything  like  the  same  return 
which  I  would  obtain  by  simply  putting  my  money  into  tax-exempt 
^curities? "  " 

Senator  Kenyon.  Suppose  the  farmer  follows  that  idea,  and  in- 
stead of  working  14  or  16  hours  a  day  he  says,  "  There  is  no  use  of 
that.  Other  people  are  working  6  and  8.  The  city  people  are 
playing  golf,  and  I  am  working  16  hours  a  day."  WTiat  will  happen 
to  the  country  then  ? 

Mr.  KAns\  The  farmer  would  have  exactly  that  same  right  to 

apply  that  theory. 

Senator  Kenyon.  You  see,  here  is  really  a  strike  of  capital. 

Mr.  Kahn.  No  ;  it  is  not.    I  have  not  finished  my  statement.    The 

capitalists  would  be  perfectly  entitled — and  by  capitalists  I  am  not 

speaking  of  the  large  capitalists,  I  am  speaking  of  every  man  who 
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works  in  business — he  is  entitled  to  a  fair  return  for  his  effort  and 
for  his  risk  and  for  his  worry.  That  man  finds  himself  in  a  position 
now  where  first  of  all  through  taxation  the  greater  part  oi  his  in- 
come is  taken  away  from  him.  Secondly,  he  finds  himself  in  a  posi- 
tion where  he  feels  that  it  is  unnecessarily  taken  awav  from  him; 
and,  thirdly,  he  says,  notwithstanding  that,  the  proof  oi  the  pudding 
is  in  the  eating,  and  the  proof  of  whether  he  applies  that  doctrine  or 
does  not  adopt  it  is  in  the  way  the  country  is  going  on.  He  works 
along  in  the  same  spirit  in  which  the  farmer  works.  That  is,  he  feels 
that  it  is  his  duty  and  he  feels  that  his 'ambition  and  all  the  factors 
widch  enter  into  the  motives  that  make  a  man  work,  and  which, 
thank  God,  are  not  all  mercenary,  do  compel  him  to  go  on  working. 

But  that  can  not  go  on  for  an  indefinite  length  of  time  without 
some  people  dropping  out.  It  can  not  go  on  for  an  indefinite  length 
of  time  without  bringing  about  a  situation  where  the  money  accumu- 
lated for  business  is  not  nearly  sufficient  to  make  the  wheels  go 
around.  Because  the  driving  force  of  capital  is  what  makes  the 
wheels  go  round,  plus  the  driving  force  of  men's  ambitions  and  of 
men's  lust  for  work.  But  capital,  liquid  capital,  usable  capital,  is 
one  of  the  absolute  essential  driving  lorces  of  business,  and  if  you 
dam  that  to  an  undue  degree  the  thing  can  not  go  on  at  full  force, 
and  for  a  country  such  as  ours  full  force  is  needed,  especially  in  these 
times. 

The  Chairman.  Then  there  are  different  elements  among  men  of 
means,  Mr.  Kahn,  I  take  it.  One  group  will  take  the  risk  of  loss  in 
business  by  investing  their  capital  for  a  limited  profit,  and  the  other 
group  says,  "  I  guess  I  will  take  part  of  that  $14,000,000,000  of  tax- 
exempt  securities  that  will  pay  me  6  per  cent  rather  than  run  the 
risk  of  only  getting  1^  per  cent.  There  are  two  different  groups,  are 
there  not  ? 

Mr.  Kahn.  Yes.  Now,  if  you  will  permit  me.  Senator,  I  shall 
go  on. 

Senator  Kenyon.  T  can  not  see  the  difference  between  that  and 
the  farmer  who  got  tired.  He  says,  "  I  am  working  and  toiling  here 
for  the  city  people,  and  T  will  quit.  I  make  enough  to  keep  my 
family  going  and  lay  aside  a  little  bit,  too.  I  am  working  16  hours 
a  day.  I  am  not  getting  as  much  of  a  return  on  my  work  as  I 
ought  to.  Isn't  there  something  to  w^ork  for  besides  accumulatioil  ?  " 
you  owe  some  duty  to  the  (xovernment,  everybody,  to  keep  going, 
even  if  vou  don't  get  a  return. 

Mr.  Kahn.  Surely.  I  admire  the  spirit  of  the  farmer  in  doing 
the  work  that  he  does.  I  admire  the  spirit  of  the  business  man  ih 
doing  the  work  that  he  does,  if  he  does  it  right  and  if  he  does  it 
notwithstanding  a  very  grave  and  a  serious  discouragement  that  our 
present  taxation  policy  has  thrown  in  his  way.  And  I  think  you 
can  safely  say  that  90  per  cent  of  the  business  men  are  doing  that 
work,  notwithstanding  the  fact  that  they  are  face  to  face  with  those 
drippling  and  hampering  influences  that  I  have  pointed  out.  If 
either  the  farmer  or  the  business  man  were  to  say,  "  We  will  only 
work  when  in  our  judgment  it  is  made  worth  while — a  financial 
point  of  view,"  the  countrj'  would  go  to  pot.  But  neither  the  farmer 
nor  the  business  man  does  that. 

Now,  if  you  will  permit  me,  I  will  go  on  at  your  disposal. 
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As  Assistant  Secretary  of  the  Treasury  Ijeffingwell  has  well  said. 
**  You  can  not  take  the  same  money  away  twice  from  the  same  party.' 
If  you  take  away  the  bulk  of  a  person's  annual  surplus  in  supertaxes, 
you  can  not  expect  to  find  him  to  have  means  left  for  investment  in 
mortgages  or  smiilar  high-grade  investments  of  limited  return.  The 
result  is  that  such  mortgage  money  as  is  available  comes  almost  solely 
from  corporate  sources,  and  that  supply  is  necessarily  limited.  The 
way  to  the  vast  reservoir  of  private  investment  capital  is  barred  by 
taxation. 

And  what  material  inducement  is  there  left  to  a  man  to  work  and 
worry  and  take  the  risk  incidental  to  everv  business  when  much 
the  larger  part  of  what  he  mav  make  as  the  results  of  his  effort 
and  venturing  is  taken  away  from  him  by  the  (jovernment — not 
during  war  time,  when  no  decent-minded  man  hesitates  or  questions 
aboutl>earing  whatever  burden  may  be  placed  upon  him,  but  in  time 
of  peace  ?  And  is  it  astonishing  that  he  seeks  to  augment  the  mate- 
rial inducement  normally  sufficient  but  now  vastly  reduced  by  taxa- 
tion by  adding  correspondingly  to  his  margin  of  profit,  with  the 
result  that  costs  are  greatlv  increased?  Indeed,  it  is  necessary  for 
him  to  add  to  that  margin,  quite  irrespective  of  profits,  because 
otherwise  the  cash  resources  essential  to  the  conduct  of  every  busi- 
ness would  be  infringed  upon  to  a  perilous  degree,  if  not  to  the  point 
of  total  extinction,  because  you  have  got  to  pay  your  taxes  in  cash. 
You  can  not  give  book  assets  for  them. 

The  effect  upon  the  country's  prosperity  and  activities  of  tlie 
crippling  of  the  investment  market  is  far  too  little  appreciated. 
Everv  industrial  activity,  including  that  of  the  farming  industry, 
is  affected  by  it.  Production  is  hampered  and  the  cost  of  every- 
thing enhanced.  X'he  free  flow  of  capital,  the  normal  working  of 
the  investment  market,  are  absolutely  basic  elements  for  every  kind 
of  ''  normalcy."  The  effects  of  their  disturbance  to  any  serious  de- 
cree for  any  length  of  time  are  all  pervading.  Incidentally,  that  dis- 
turbance— which  in  part,  though  of  course  not  wholly,  is  due  to  our 
taxation  system — ^lias  done  grievous  damage  to  all  those  of  moderate 
and  small  means  who  had  placed  their  savings  into  bond  investments, 
l>ecause  the  shrinkage  in  the  value  of  those  investments  from  the  time 
these  taxes  were  first  imposed,  i.  e.,  since  1917,  amounts  to  an  enor- 
mous loss  to  the  men  and  women  of  smaller  means  who  have  placed 
their  savings,  or  what  mirfit  have  been  left  of  them,  into  investments. 

The  Chairman.  Mr.  Kahn,  have  you  ever  made  an  estimate  of  the 
shrinkage  in  the  value  of  those  investments? 

Mr.  Kahn.  I  had  an  estimate,  yes,  made  once  of  the  shrinkage  in 
value  of  the  investment  securities  between  1917  and  1920,  and  I  will 
ti^'  to  look  it  up.  It  amounts  to  a  stupendous  and  appalling  sum.  I 
will  try  to  look  it  up. 

The  Chairman.  And  that  comes  about  in  your  judgment  almost 
wholly  from  the  large  taxes  imposed  ? 

Mr.  Kahn.  No,  Senator ;  the  large  taxation  is  only  one  of  the  fac- 
tors. But  my  quarrel  with  the  taxation  is  that  it  is  an  avoidable 
feature,  while  the  other  effects  were  not  avoidable. 

Senator  Kenyon.  Do  your  figures  include  life-insurance  securities? 

Mr.  ICahn.  Yes. 

Mr.  Miller.  Mr.  Kahn,  the  New  York  World  would  like  to  ask  you 
how  much  tax-exempt  securities  were  held  prior  to  1917  ? 
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Mr.  Kahn.  I  have  not  got  it  offhand,  but  I  should  say  that,  roughly 
speaking,  the  tax-exempt  securities  now  are  about  two  and  a  half 
times  aft  manv  as  they  were  in  1917. 

The  cost  of  money  since  these  taxes  were  imposed  has  risen  at  least 
50  per  cent,  and  as  the  cost  of  money  necessarily  enters  into  the  cal- 
culation of  e\'ery  manufacturer  and  merchant,  that  item  alone  has^ 
of  course,  been  one  of  the  potent  factors  in  making  for  higher  prices. 
But,  more  than  that,  the  throwing  out  of  gear  of  the  investment 
market  and  the  driving  of  capital  into  tax-exempt  securities  has 
made  it  exceedingly  difficult  and  costly,  and  in  many  cases  impossible, 
for  corporations  to  meet  at  least  pai't  of  their  financial  requirement.s 
by  having  recourse  to  that  market  through  selling  securities,  as  they 
normally  were  in  the  habit  of  cloing.  Consequently,  they  find  them- 
selves compelled  to  resort  to  the  banks  for  loans  and  credits  to  a 
much  greater  extent  than  formerly,  thus  competing  for  such  accom- 
modation with  the  smaller  individual  merchant  and  manufacturer 
and  agriculturist,  and  thereby  greatly  intensifying  the  jam  and  con- 
gestion and  difficulty  of  the  credit  situation. 

Time  does  not  permit  to  go  into  this  subject  and  its  far-spread 
ramifications  at  greater  length 

Suffice  it  to  say  that  I  am  convinced  no  remedy  for  the  very  serious 
situation  for  which  your  committee  is  seeking  a  cure  can  be  effective 
which  does  not  include  a  wise  and  courageous  revision  of  our  existing^ 
taxation  system.  Such  a  revision  is  not  really  a  task  of  great  diffi- 
culty. For  a  country  as  immensely  rich  and  intrinsically  as  little 
burdened,  relatively  speaking,  as  ours,  it  is  not  a  very  hard  problem 
to  raise  by  taxation  the  sum  which  the  economical  administration  of 
our  Government  requires  without  causing  the  sinister  effects  that 
our  present  taxation  has  brought  about ;  indeed,  without  causing  any 
serious  economic  disturbance  whatever.  And  that  should  be  feasible^ 
without  in  any  way  impairing  the  fortunate  and  desirable  circum- 
stance that  in  our  country  those  of  small  or  moderate  means  are 
taxed  far  less,  both  in  direct  and  indirect  taxation,  than  they  are  in 
any  other  of  the  leading  countries.  The  alternative  is  not  to  burden 
unduly  either  business  or  the  people.  The  idea  is  not  of  relieving  the 
former  at  the  expense  of  the  latter.  The  end  which  should  ana  can 
be  attained  by  proceeding  wisely  is  to  benefit  both  business  and  the 
people. 

^ow,  that  the  emergency  of  the  war  is  over,  I  believe  that  this: 
subject  in  its  entirety  should  be  subjected  to  unprejudiced  and  com- 
petent critical  review.  Good  intentions  are  not  a  sufficient  qualifica- 
tion for  the  task  of  devising  a  plan  and  methods  of  taxation  to 
balance  our  vast  expenditures.  Exact  thinking  is  required,  technical 
capacity,  adequate  knowledge,  and  the  courage  not  to  shrink  from 
unpalatable  conclusions.  Economics  are  stubborn  things  and  will 
not  permit  themselves  to  be  either  disregarded  or  overridden  or  dealt 
with  emotionally. 

In  England  a  nonpolitical  committee  was  appointed  recently  by 
the  Government  to  study  the  effects  of  the  various  kinds  of  taxes 
which  have  been  in  force  during  the  past  five  years  and  to  make 
recommendations  to  Parliament  based  upon  such  study.  It  seems  to 
me  that  similar  action  by  Congress  would  be  wise  and  timely. 

A  small  committee  of  well-informed  men  of  different  callings, 
approaching  their  task  free  from  political,  sociaU  and  sectional  bias, 
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would  not  find  it  a  formidable  undertaking  to  evolve  a  measure 
which,  while  fully  responsive  to  the  dictates  of  equity  and  social 
justice,  would  produce  no  less  revenue  than  the  taxation  now  in  force, 
and  yet  would  be  less  burdensome  upon  the  country,  less  hampering 
to  enterprise,  and  far  less  productive  of  economic  derangement. 

It  would  exceed  the  bounds  of  my  competence  and  the  limitations 
of  this  occasion  were  I  to  attempt  to  outline  a  scheme  of  taxation  to 
lake  the  place  of  the  existing  one.  I  will  confine  myself  to  indicating 
a  few  su2^stions  which  I  believe  to  be  worthy  of  consideration : 

First.  The  excess-profit  tax  should  be  abolished  or  essentially 
modified  and  some  other  method  devised  to  tax  corporate  profits. 
At  the  same  time  the  extreme  scale  of  surtaxes,  which  actually  defeats 
its  own  purpose,  should  be  revised  downward.  It  is  true  the  excess- 
profit  tax  still  continues  in  England  and  has,  in  fact,  been  reenacted 
and  increased  recently.  Generally  speaking,  I  haxe  great  respect  for 
the  wisdom  of  England's  fiscal  policy,  but  in  this  instance  the  cases 
are  not  parallel  for  several  reasons,  which  it  would  take  too  long  to 
set  forth  here.  Moreover,  the  English  excess-profit  tax  avoids  some 
of  the  features  which  are  most  objectionable  in  ours. 

Second.  The  principle  of  a  progressive  individual  income  tax 
and  for  a  tax  on  corporate  profits  should  be  retained,  but  it  should 
be  applied  not  vindictively  or  recklessly,  but  according  to  the  rule  of 
reason  and  experience.  Surtaxes  must  not  be  so  extreme  that  they 
cripple  production,  discourage  or  prevent  normal  enterprise,  and 
preclude  that  accumulation  of  business  and  investment  funds  which 
is  an  indispensable  prerequisite  for  material  progress  and  prosperity. 
And  in  fixing  the  scale  of  surtaxes,  account  must  be  taken  of  the 
fact  that  billions  of  tax-free  securities  are  available  and  can  not  be 
abolished,  and  that  therefore  the  scale  of  supertaxation  must  be  kept 
at  a  level  which  will  not  drive  capital  to  seek  the  refuge  of  tax- 
exempt  securities.  The  point  to  which  supertaxation  can  go  without 
creating  that  wholly  undesirable  and  harmful  sequence  is  fairly  well 
established  by  a  comparison  of  existing  values. 

Another  consideration  not  to  be  lost  sight  of  is  that  the  abolition 
of  the  generally  condemned  excess-profits  tax  would  not  accomplish 
the  general  purpose  in  view,  unless  at  the  same  time  individual  sur- 
taxes are  revised  downward.  Moreover,  to  do  the  former  without 
doing  the  latter  would  mean  that  corporations  would  be  given  an 
enormous  advantage  over  individuals  engaged  in  business,  because 
corporate  earnings  are,  of  course,  free  from  supertaxes. 

As  near  as  possible  corporations  and  individual  fiims  should  be 
taxed  to  eoual  effect. 

Third.  Careful  investigation  should  be  made  of  the  question 
whether  means  should  not  and  could  not  be  found  to  prevent  further 
^ues  of  tax-exempt  securities,  or  at  least  to  limit  such  exemption; 
say,  for  instance,  to  the  normal  Federal  tax  and  State  taxes.  (Of 
course,  the  right  should  remain  in  the  Federal  Government  to  issue, 
upon  congressional  authority,  bonds  free  from  all  taxes  in  case  of 
war.) 

Fourth.  Much  can  be  said  for  a  small  tax  on  sales,  say,  one  dollar 
for  each  hundred  dollars.  Whether  that  should  be  a  tax  on  com- 
modities only  or  whether  it  should  include  other  objects  and  also  serv- 
ices, whether  it  should  be  a  tax  on  gross  turnover  (and,  correspond- 
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ingly,  where  that  is  not  applicable,  on  gross  income),  or  wliether  it 
should  be  a  tax  confined  to  sales  to  the  ultimate  consumer  (in  which 
case  it  might  well  be  made  progressive  according  to  the  value  of  the 
article  purchased)  or  in  what  other  form  it  should  be  imposed,  is  a 
debatable  question  on  which  I  am  not  yet  prepared  to  express  a  fixed 
opinion. 

Nor,  indeed,  am  I  quite  prepared  as  yet  to  advocate  definitely  the 
enactment  of  a  sales  tax,  except  in  a  limited  sense. 

But  I  do  believe  the  result  of  a  tax  in  the  nature  of  a  sales  tax 
would  not  only  involve  no  burden  on  the  people,  but,  on  the  con- 
trary, there  would  ensue — provided  there  is  enacted  at  the  same  time 
a  revision  of  our  excessive  schedule  of  surtaxes  and  for  the  excess- 
profits  tax — a  great  reduction  in  the  cumulative  percentages  with 
which  prices  are  now  ''  loaded  "  to  meet  taxation.  Altogether,  T  feel 
certain  that  the  enactment  of  reasonable  instead  of  obnoxious  and  op- 
pressive taxes  would  lead  to  a  lowering  of  prices  all  around.  Com- 
petition would  see  to  that.  If,  contrary  to  expectation  and  prece- 
dent, competition  should  not  do  so,  other  agencies  are  available 
which  will. 

At  any  rate,  I  am  entirely  convinced  that  various  minor  taxes 
can  be  devised  on  nonnecessities — or  existing  taxes  of  that  nature 
strengthened— which  would  be  highly  productive  and  do  harm  to 
no  one. 

To  those  who  would  recoil  from  a  tax  to  which  the  facile  oppro- 
brium of  the  name  "  consumption  tax  "  may  be  attached,  I  would 
point  out  that  as  "  a  rose  by  any  other  name  would  smell  as  sweet,"  a 
tax  which  while  bein^  productive  of  large  revenue  does,  in  effect,  tend 
to  diminish  the  existing  burden  on  the  people  is  a  good  tax  by  what- 
ever name  it  is  called. 

I  share  the  view  of  Prof.  J.  S.  Adams  that — 

The  path  of  wisdom  in  the  via  media  that  avoids  on  tlie  one  hand  the  impos- 
sihle  tlieoiy  that  all  consumption  taxes  are  evil,  and  on  the  other  haiMl  the 
mlsleadiujx  counsels  of  those  who  l>y  plaeinj:  all  taxes  cm  the  CMinsumer  would 
relieve  wc^alth  and  huslness  from  any  substantial  contribution  to  the  State  which 
does  so  much  for  both. 

Fifth.  Inheritance  taxation  by  the  Federal  (lovernnient  should  be 
made  to  cease,  it  seems  to  me,  as  soon  as  conditions  permit,  and  that 
source  of  revenue  left  for  the  use  of  the  States,  which  are  now  hard 
pressed  to  find  sources  of  revenue.  Incidentally,  inheritance  taxation 
should  be  imposed  not  on  the  estate  but  on  the  individual  recipient. 
Under  the  present  Federal  system  an  estate  bequeathed  to  one  de- 
scendant is  taxed  at  the  same  rate  as  an  estate  divided  among,  say, 
six  descendants.    That  is  manifestly  unfair  and  socially  undesirable. 

Sixth.  Consideration  should  be  given  to  the  question  whether  there 
should  not  be  a  revision  of  the  theory  of  taxation,  in  the  sense  of  * 
basing  it  not  merely  on  income  but  also  on  the  social  use  made  of 
income.  If  a  man  has  an  income  of,  say,  $200,000  and  spends  $50,000 
for  his  own  and  his  family  living  and  other  expenses,  and  saves — i.  e., 
directly  or  indirectly,  uses  constructively — the  remaining  $150,000,  he 
ought  to  be  subject  to  a  lesser  tax  than  the  man  equally  in  possession 
of  an  income  of  $200,0(X)  who  spends  the  whole  or  larger  part  of  that 
sum  on  extravagant  living.  It  seems  to  me  worthy  of  careful 
thought  whether  a  sharply  marked  distinction  should  not  be  made 


KECONSTRUCTION  AND  PRODUCTION.  205 

between  such  portion  of  a  person's  income  as  is  used  constructively 
m  savings,  investments,  or  enterprise  and  such  portion  as  is  spent  on 
his  scale  of  living. 

Senator  Kenyon.  Should  a  line  of  demarkation  be  drawn  also 
between  earned  income  and  unearned  income  ? 

Mr.  Kahn.  That  is  a  much-debated  and  debatable  point.  At  lii'st 
blush  it  would  seem  that  it  ought  to  be  so  drawn.  I  tnink  when  you 
go  into  the  details  of  it  you  will  find  that  small  incomes  ancf  moderate 
incomes  ought  not  to  be  so  discriminated  against.  That  is,  a  vast 
number  of  people,  people  of  moderate  means,  who  live  on  unearned 
incomes,  whose  breadwinner  dies  or  has  become  incapacitated,  or 
people  who  just  manage  to  live  on  what  they  have  accumulated  and 
get  their  income  from  that,  should  not  be  discriminated  against. 
Xianifestly,  it  would  not  be  right  to  discriminate  against  them  as  com- 
pared to  tne  laborer  who  is  able  to  make  his  income  by  daily  work  or 
the  business  man  or  the  farmer.  So  I  think  when  you  come  to  the 
questiiwi  of  discriminating  between  earned  and  unearned  income  it 
can  only  be  applied  to  larger  incomes,  because  in  a  case  of  smaller 
and  moderate  incomes  you  would  impose  a  great  hardship  if  you 
did  it. 

In  theory  I  am  prepared  to  say  that  it  ought  to  be  so  applied,  but 
it  has  been  found  in  England,  for  instance,  wnere  they  did  apply  that 
system,  that  there  is  a  point  where  it  ceased  to  work. 

In  England,  if  I  remember  correctly,  a  differentiation  of  the  tax 
between  earned  and  unearned  income  stops  at  where  the  tax  reaches 
30  per  cent.  When  the  tax  reaches  30  per  cent  the  .differentiation 
stops.  That  in  theory  is  just  where  it  ought  to  come  in.  But  expe- 
rience has  shown  that  if  you  apply  it  below  that  percentage  you  hurt 
people  that  ought  not  to  be  hurt.  If  you  apply  it  above  that  per- 
c-entage,  it  becomes  so  excessive  that  it  ceases  to  produce  results.  It 
is  a  subject  on  which  I  am  not  prepared  to  express  a  definite  opinion, 
except  to  say  the  theory  of  it  is  right  and  the  application  of  it  is 
very  difficult.  Possibly,  if  the  experience  of  England  serves  as  a 
?iiide,  it  is  not  workable  in  this  country. 

Permit  me  to  reiterate  that  in  emphasizing,  as  I  have  done,  the 
share  which  our  taxation  system  has  had  m  bringing  about  the 
troubled  situation  that  your  committee  is  investigating  I  am  by  no 
means  oblivious  of  the  other  factors  causative  of  that  situation  and 
hilly  appreciate  that  every  effort  should  be  made  compatible  with 
wisdom  to  mitigate  their  effects.  I  shall  be  happy  to  answer  to  the 
best  of  my  ability  any  questions  you  may  care  to  ask  me  bearing 
thereon,  generally  or  specifically,  and  to  give  you  my  views  for  what 
they  may  be  worth.  But  I  may  state  as  a  general  proposition  that, 
apart  from  what  I  have  ventured  to  point  out,  I  do  not  see  (what- 
ever might  have  been  possible  by  wise  anticipation  and  appropriate 
action  at  an  earlier  stage)  that  much  can  now  be  done  in  the  way  of 
immediately  effective  measures  to  deal  with  the  difficulties  and  com- 
plexities of  the  times. 

The  road  of  recovery  from  the  appalling  shock  of  the  war,  pro- 
longed by  much  after  pain,  is  necessarily  slow  and  hard.  I  think 
the  more  that  road  is  thrown  open  now  to  the  ordinary  travel  of 
humankind  and  the  more  it  is  freed  from  bureaucratic  impedimenta 
and  from  governmental  interference,  except  from  purposes  of  po- 
licing and  traffic  regulating,  the  better  it  will  be. 
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As  to  cures  for  the  ills  that  weigh  upon  us,  hard  work  stimulateil 
by  appropriate  reward,  thrift,  self-restraint,  teamwork,  are  house-: 
hold  remedies  which  have  by  no  means  lost  their  virtue.  That  does 
not  mean  that  we  should  not  diligently  seek  and  open-mindedly  try 
new  remedies  which  justify  hope  of  relief.  But  abnormal  remedies, 
especially  when  too  quickly  applied  and  not  based  upon  very  thor- 
ough diagnosis,  are  rarely  effective  and  frequently  dangerous.  In  a 
situation  such  as  the  one  through  which  we  are  now  passing  there  is 
always  inherent  that  vicious  relationship  between  cause  and  effect 
which  arises  from  the  fact  that  an  abnormal  state  of  affairs  is  apt  to 
produce  abnormal  measures,  and  those  very  measures  are  apt  to 
produce  in  place  of  a  cure  for  "the  ills  we  have"  "others  that  we 
know  not  of." 

Senator  Kenyon.  I  would  like  to  ask  you  what  you  would  do  in 
the  formation  of  tax  measures  to  meet  the  situation  as  you  have  out- 
lined. But  you  have  stated,  I  think  in  your  statement,  that  you  were 
not  preparea  to  suggest  ju^  what  should  be  done  along  the  lines  of 
taxation  to  remedy  these  troubles.  You  would  repeal  the  excess- 
profit  tax.  Suppose  you  put  yourself  in  Congress,  suppose  you  were 
a  Member  of  Congress  now,  and  desire  to  help,  what  would  you  do  ? 

Mr.  Kahn.  If  I  were  a  Member  of  Congress,  Senator,  I  would 
say  this :  I  would  say  this  subject  is  one  of  such  vast  complexity 
and  there  are  so  many  diverse  opinions  and  so  many  conflicts  of  view 
held  upon  it  that  no  one  man,  no  single  organization,  no  one  section 
of  the  country,  no  le^slative  body  is  competent  to  devise  a  scheme 
except  in  the  way  which  I  have  repeatedly  suggested  and  which  was 
applied  with  very  beneficial  effect  in  the  case  of  the  Aldrich  Com- 
mission. 

That  is,  I  think  Congress  should  appoint  a  commission.  Congress 
should  appoint  it,  consisting  of  Senators,  Congressmen,  and  such 
outsiders  as  Congress  would  honor  with  its  confidence ;  and  that  com- 
mission, just  as  the  Aldrich  Commission  did  at  the  time  the  Federal 
reserve  reform  was  under  consideration,  that  commission  should  ap- 
ply itself  solely  and  exclusively  to  that  one  subject,  getting  their  in- 
formation from  all  sources  entitled  to  be  heard;  and  when  it  has 
done  that,  and  when  it  has  cleared  the  minds  of  its  own  members  by 
thorough  discussion,  leading  very  properly  to  a  consensiis  of  opinion, 
or  certainly  to  a  preponderating  view,  then  that  commission  shoula 

So  to  the  committees  of  Congress  and  should  say,  "  Now,  gentlemen, 
ere  are  the  facts  which  we  have  ascertained.  Here  are  the  views 
which  we  have  formed.  Now,  it  is  up  to  you  to  do  with  those  facts 
or  with  those  views  what  you  think  best.'^  That  was  exactly  what 
was  done  by  the  Aldrich  Commission. 

I  am  a  banker  and  I  know  that  for  20  years  before  the  Aldrich 
Commission  went  into  action  we  bankers  fooled  around  with  the 
problem  of  currency  reform.  We  all  knew  it  had  to  come  and  that 
it  was  urgently  needed.  The  people  wanted  it,  but  we  bankers,  who 
supposedly  knew  what  was  the  right  thing  to  do,  had  about  67  dif- 
ferent varieties  of  reform  in  our  mind  and  no  result  was  accom- 
plished. Resolutions  were  passed,  advice  was  showered  upon  Con- 
o-ress,  and  we  had  gotten  nowhere,  until  Congress  took  the  matter  in 
fts  own  hands,  not  by  referring  it  to  one  of  its  ordinary  standing  com- 
mittees, but  by  appointing  a  special  committee  to  deal  with  that  one 
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subject.  And  that  committee,  when  it  had  finally  presented  its  re- 
port, presented  a  report  so  absolutely  covering  the  subject  in  all  its 
phases  and  presenting  its  recommendations  so  entirely  convincing, 
lliat  when  Congress,  in  1914,  came  to  deal  with  the  subject  all  it  had 
to  do  was  to  base  its  action  upon  the  report  of  that  committee.  It 
did  not  adopt  it  bodily,  but  it  followed  the  main  lines.  That  is  what 
I  would  do  here.  Except  to  the  extent  that  I  have  outlined  a  few  sug- 
gestions for  tax  reform  I  should  not  think  any  man  should  arrogate 
to  himself  the  right  to  say,  "  I  think  tax  reform  ought  to  proceed  on 
such  and  such  lines."  I  think  he  can  say  that  the  excess-profits  tax 
in  its  present  shape  is  manifestly  unworKable  and  is  manifestly  un- 
fair and  its  enforcement  ought  not  to  be  continued.  There  is  a  con- 
census of  opinion  about  that,  but  that  does  not  mean  that  the  excess- 
profits  tax,  some  kind  of  an  excess-profits  tax,  ought  not  to  be  re- 
tained. Personally,  I  think  some  kind  of  an  excess-profits  tax  in 
some  shape  ought  to  be  retained. 

Senator  Kenyon.  Both  our  candidates  for  President  have  declared 
against  the  present  excess-profits  tax. 

Mr.  Kahn.  Yes;  so  I  think  anyone  is  justified  in  saying  that  the 
present  excess-profits  tax  has  proved  to  be  an  abomination  and  ought 
to  be  abolished. 

Senator  Kexyon.  And  probably  will  be  changed. 

Mr.  Kahn.  And  shoulcl  be  changed,  should  be  modified ;  but  I  do 
not  think  any  man  should  assume  the  wisdom  and  the  knowledge  of 
making  the  recommendation. 

Senator  Kenyon.  Were  there  Members  of  Congress  on  the  Aldrich 
Commission? 

Mr.  Kahn.  Yes.  There  were  Members  of  the  Senate,  and  I  think 
there  were  Members  of  the  House,  too. 

Senator  Kenyon.  The  difficulty  with  Members  of  Congress  on 
these  commissions  is  that  they  do  not  seem  to  have  time.  There  are 
so  many  things  to  do,  so  that  it  might  be  advisable  to  have  a  commis- 
sion that  did  not  have  Members  oi  Congress. 

Mr.  Kahn.  The  question  is,  Would  a  commission  which  does  not 
have  the  Members  of  Congress  on  it,  have  the  same  knowledge  of 
what  is  advisable,  what  is  practical  and  advisable?  Such  a  com- 
mission might  recommend  an  ideal  scheme,  and  yet  when  it  came  to 
Congress  or  anyone  who  is  conversant  with  what  is  politically 
feasible,  they  would  have  been  warned  beforehand,  "  Now,  gentlemen, 
don't  go  along  that  line.  It  can  not  be  done.  It  may  be  ideal,  but  it 
can  not  be  done.    You  can  not  get  it  through  the  House." 

Therefore  I  think  it  would  be  essential  for  the  working?:  of  sucli  a 
committee  that  it  had  some  Members  of  the  Congress  and  Senate  on 
it.  I  should  think  that  such  a  commission,  with  the  preliminary 
work  that  has  been  accumulated  in  various  quarters,  ought  to  be 
able  in  six  weeks  to  get  at  all  the  facts  and  to  frame  a  report  within 
two  months. 

Senator  Kenyon.  What  other  elements  besides  the  taxation  ques- 
tion enter  into  the  present  financial  situation  ?  Would  you  say  tnere 
was  a  money  stringency  or  anything  like  it  now  ? 

Mr.  Kahn.  Not  necessarily. 

Senator  Kenyon.  Outside  of  the  taxation  question,  what  else  enters 
into  it?     Have  foreign  loans  had  anything  to  do  with  it? 
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Mr.  Kahn.  Foreign  loans  are  merely  a  subdivision  of  the  general 
enormous  demand  for  reconstruction  purposes  which  follow  four  and 
a  half  years  of  war. 

Senator  Kexyon.  How  much  has  been  loaned  to  foreign  countries 
by  the  banking  interests  oi  the  country ;  do  you  know  ? 

Mr.  Kahn.  Since  the  armistice  or  since  the  beginning  of  the  war  ? 

Senator  Kenyon.  Make  it  since  the  armistice. 

Mr.  Kahn.  Since  the  armistice  not  very  much. 

Senator  Kenyon.  Well,  before  the  armistice. 

Mr.  Kahn.  Leaving  out  governmental  loans,  directly  and  indi- 
rectly, in  the  way  of  loans  and  in  the  way  of  credits  and  in  the  w^ay 
of  bankers'  acceptances,  I  should  make  a  rough  guess  of  $3,000^- 
000,000. 

Senator  Kenyon.  That  includes  bonds  that  have  been  purchased  ? 

Mr.  Kahn.  Yes;  that  includes  everything.  That  w«ould  include 
loans,  acceptances,  credits,  credit  accommodations,  bond  issues.  It  is 
necessarily  only  a  guess,  but  I  should  think  that  would  be  a  fairly 
correct  guess. 

Senator  Kknyon.  Have  there  been  many  investments  for  enter- 
prises in  foreign  nations  by  capitalists  in  this  country  ? 

Mr.  Kahn.  There  have  been  enterprises,  but  not  of  very  great 
magnitude.  There  have  been  investments  but  not  of  very  great 
magnitude. 

Senator  Kenyon.  I  thought  I  saw  your  name  associated  with  some 
enterprise  the  other  day. 

Mr.  Kahn.  That  gives  me  an  occasion  to  deny  it.  There  was  not  a 
word  of  truth  in  it.  The  papers  said  that  I  was  connected  with  the 
purchase  of  a  champagne  business — the  business  of  Mumm  &  Co.  in 
JParis.  There  is  not  a  word  of  truth  in  it,  either  directly  or  indirectly. 
1  have  not  the  faintest  idea  how  the  report  originated. 

Senator  Kenyon.  These  investments  in  foreign  countries,  these 
loans,  have  entered  into  the  situation  to  a  considerable  extent,  have 
they  not? 

Mr.  Kahn.  To  a  minor  extent;  perhaps  more  sentimental  than 
actual.  They  have  perhaps  entered  more  in  this  way,  that  foreign 
countries  have  oflFered  very  high  rates,  very  high  rates,  indeed,  as  an 
inducement  to  attract  American  capital,  but  to  a  limited  extent. 
There  is  a  sentimental  relationship  between  what  one  borrower  is  will- 
ing to  pay  you  and  what  you  are  willing  to  loan  to  another  borrower 
at  a  lesser  rate. 

The  C^HAiRMAN.  Mr.  Kahn,  have  you  any  idea  of  the  value  of  Ameri- 
can securities  held  abroad  previous  to  1914? 

Mr.  Kahn.  That  was  very  exactly  figured  out  at  one  time,  I  have 
not  the  figure  in  my  memory  now,  but  that  figure  can  be  obtainea 
for  you,  based  upon  very  thorough  investigation.  Two  or  three  au- 
thorities compiled  the  necessary  details  and  reached  about  the  samtd 
result.    And  if  you  wish  it,  I  can  get  it  for  you. 

The  Chairman.  I  would  thank  you  if  you  will  send  it  to  us. 

Mr.  Kahn.  There  is  especially  a  statement  made  by  Mr.  Loree, 
president  of  the  Delaware  &  Hudson,  who  investigated  it  very  thor- 
oughly, and  I  can  get  that  for  you. 

The  Chairman.  And  that  sum,  vast  as  it  undoubtedly  was,  has 
been  all  taken  over  by  America  since,  practically  all  ? 
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Mr.  Kahn.  Practically  all. 

Senator  Kenyon.  Mr.  Kahn,  have  you  gone  into  the  agnciururai 
situation  of  the  country  as  bearing  on  this  general  question,  the  mattei 
of  long-term  loans  and  the  question  of  giving  the  fanners  long-term 
leases? 

Mr.  Kahn.  I  have,  to  the  extent  that  it  is  possible  for  a  man  who  is 
not  in  a  position  to  devote  very  much  time  to  that  subject  or  to  ac- 
quaint himself  by  a  personal  study  with  it.  I  have  in  a  general  way 
tried  to  keep  myself  posted  about  it.  It  is,  of  course,  an  exceedingly 
important  and  exceedingly  interesting  subject. 

Senator  Kenyon.  Have  you.  Senator  Calder,  intended  to  call  any- 
one on  the  agricultural  question  ? 

The  Chairman.  No;  we  have  not,  but  J  will  be  very  glad  to  do  it. 

Senator  Kenyon.  It  is  rather  basic  that  we  must  have  agricultural 
prosperity. 

Mr.  Kahn.  It  is  rather  basic;  but  I  do  not  think  as  much  has  been 
done  here  as  in  European  countries  to  bring  that  about. 

Senator  Kenyon.  Are  you  familiar  with  what  has  been  done  in  a 
general  way  in  the  European  countries? 

Mr.  Kahn.  I  am  familiar  particularly  with  the  mortgage  banks  in 
European  countries  that  issue  long-term  loans;  not  the  present  Fed- 
eral farm  loan  banks,  but  that  issue  long-term  securities  and  sell  tl>em 
U)  the  public. 

Senator  Kenyon.  You  are  familiar  with  those  joint-stock  land 
banks  that  we  had  in  this  country? 

Mr.  Kahn.  Yes.    I  was  referring  to  the  Hypotheken  Bank. 

Senator  KENYt^N.  Our  banks  in  this  country  were  trying  to  follow 
some  such  plan  as  that  with  these  joint-stock  land  oanKS.  These 
loans  now  are  apparently  held  up  on  account  of  legislation  in  Con- 
gress and  contests  in  court. 

Mr.  Kahn.  There  seems  to  be  some  litigation  on  the  subject. 

Senator  Kenyon.  Isn't  it  necessary,  in  order  to  bring  about  real 
prosperity  in  this  country,  that  some  real  system  be  devised  for  long- 
term  loans? 

Mr.  Kahn.  I  think  it  is  one  of  the  most  vital  necessities. 

Senator  Kenyon.  I  am  glad  to  hear  you  say  that  because  it  seemed 
to  me  that  that  was  so. 

Mr.  Kahn.  I  think  a  system  under  which  the  farmers  heretofore 
have  had  to  worry  along  with  their  monetary  arrangements  is 
altogether  objectionable  and  ought  to  be  remedied. 

Senator  Kenyon.  And  the  really,  practically  most  important  ques- 
tion in  this  country  is  the  question  of  enough  to  eat  ? 

Mr.  Kahn.  Undoubtedly. 

Senator  Kenyon.  And  that  has  got  to  come  from  the  farms;  and 
the  farmers  to  produce  it  must  have  some  system  of  substantial  credit. 

Mr.  Kahn.  Substantial  credit,  and  easilv  and  smoothlv  obtainable 
credits. 

The  Chairman.  Does  the  farmer  have  difficulty  now  in  obtaining 

money  to  move  his  crops  ? 

Mr.  Kahn.  Well,  not  more  now  than  formerly.  In  fact,  less  now 
than  formerly.  But  I  think  it  goes  beyond  that.  I  think  it  is  not 
only  a  question  of  moving  the  crops,  of  giving  the  farmers  generally 
those  money  facilities  which  he  needs  to  encourage  him  to  go  on  and 
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to  make  him  feel  easy  and  to  take  away  from  him  the  sense  of  griev- 
ance that  he  is  not  getting  his  money  as  easily  as  others  are  getting  it, 
when  his  industry  is  at  the  bottom  of  everything. 

Of  course,  the  farmer  is  not  concentrated  as  many  large  industries 
are  and  as  most  large  industries  are,  in  a  few  big  places  where  also 
the  money  facilities  of  the  country  are  concentrated.  He  is  scattered 
all  over  these  many,  many  millions  of  square  miles  of  territory  and 
il  necessarily  is  not  as  easy  for  him  to  make  his  financial  arrange- 
ments as  it  is  for  a  great  industry ;  and  it  ought  to  be  made  a  good 
deal  more  easy  for  him  than  it  has  been. 

Senator  Kenyon.  Our  farm-loan  banking  system  has  been  a  great 
help  to  the  farmer? 

Mr.  Kahn.  Yes ;  but  I  do  not  think  it  has  as  yet  produced  adequate 
results.  It  is  undoubtedly'  a  step  in  the  right  airection,  but  I  do  not 
think  it  has  vet  gone  far  enough,  as  far  as  lam  informed. 

Senator  It  en  yon.  Then  with  the  tenant  farmer  theye  ou^ht  to  be 
some  system  to  encourage  them  and  long  terms  of  tenancy  if  we  are 
going  to  have  them  at  all. 

Mr.  Kaiix.  Certainly,  that  is  most  essential. 

Senator  Kenyon.  Those  questions  are  all  involved  in  the  general 
interesting  subject. 

Mr.  Kahn.  You  asked  me,  Senator  Calder,  the  other  day,  when 
we  talked  about  these  matters  informally,  whether  I  thought  it  would 
help  if  the  legal  rate  of  interest  was  raised  from  6  per  cent  to  a  higher 
rate,  and  also  whether  it  would  help  if  real  estate  in  New  York  was 
relieved  from  taxation.  If  you  wish  me  to,  I  will  be  glad  to  answer 
that. 

The  Chairman.  I  should  first  like  to  ask  you  this,  Mr.  Kahn :  In 
this  time^  when  it  is  difficult  to  obtain  money  for  mortgage  loans  here 
in  New  \  ork,  do  you  think  it  would  be  wise  to  repeal  the  usury  law^s? 
And,  if  we  did,  whether  that  would  bring  money  to  the  mortgage 
market. 

Mr.  Kahn.  I  would  not  be  in  favor  of  repealing  the  usury  law, 
because  then  the  sky  would  be  the  limit ;  but  1  am  in  favor  of  recog- 
nizing actual  conditions.  The  usury  law,  when  the  rate  was  fixed 
at  6  per  cent,  was  based  upon  the  normal  conditions  then  prevailing. 
Now,  we  are  at  present  in  the  face  of  abnormal  conditions  and  we 
probably  shall  have  abnormal  conditions  for  some  time  longer.  I 
think  the  usury  law,  as  with  every  law  which  deals  with  practical 
affairs,  ought  to  adjust  itself  to  the  conditions  it  has  to  meet.  Other- 
wise, it  will  either  become  a  bad  law  or  it  will  cease  to  function. 

In  the  mortgage  market  it  has  to  a  larg:e  extent  ceased  to  function, 
and  I  think  the  usury  law  should  recognize  what  are  the  actual  facts 
of  the  present  situation  and  instead  of  the  lending  of  money  being 
limited  to  a  return  of  6  per  cent  I  think  it  ought  to  be  limited — 
always  limited — to  a  return  of,  say,  7  or  7^  per  cent  for  a  definite 
period,  say,  for  two  years  or  threfe  years.  After  those  two  or  three 
years  are  over  you  can  then  see  whether  it  is  still  necessary  to  con- 
tinue the  higher  rate  of  interest  which  would  be  authorized  to  meet 
the  present  emergency.  I  do  not  think  that  would  solve  the  question, 
but  I  think  it  would  help. 

The  Chairman.  Do  you  think  if  we  increased  the  legal  rate  of 
interest,  then,  to  7^  per  cent,  that  would  attract  additional  sums  into 
the  mortgage  market  ? 
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Mr.  Kahn.  I  think  it  would  attract  additional  funds,  yes;  not  to 
an  adequate  extent,  but  it  will  be  one  thing  which  would  help. 

The  Chairman.  If  we  did  that,  wouldirt  it  immediately  mean  the 
readjustment  of  all  mortgage  loans  in  the  State  of  New  York? 

Mr.  Kahn.  If  that  were  the  necessary  sequence  of  that  law,  I 
would  still  do  it  in  order  to  meet  the  present  emergency.  But  I 
would  tiy  in  framing  the  law  to  avoid  that  being  a  necessary  se- 
quence. I  would  get  my  legal  minds  to  work  to  see  whether  a  law 
can  not  be  devised  which  would  only  hold  good  for  such  loans  as 
are  made  to  meet  the  present  situation  and  would  not  touch  existing 
loans.    How  it  can  be  done  I  would  not  be  competent  to  say. 

The  Chairman.  I  see  the  point  you  make,  Mr.  Kahn,  and  I  know 
that  in  many  places  to-daV  higher  than  6  per  cent  is  being  obtained 
through  indirection.  For  instance,  a  maji  told  me  the  other  day 
that  a  loan  of  a  million  dollars  was  obtained  on  a  commercial  build- 
ing here  in  New  York  City,  and  all  the  person  received  was  $90(),<XK). 
Here  was  a  bonus  of  10  per  cent,  and  the  mortgage  was  made  for 
five  veal's.  It  really  meant  2  per  cent  for  each  oi  the  five  years.  In 
anotlier  case  a  savings  bank  in  this  city — and  this  is  very  interesting, 
because  the  savings  banks  are  not  required  to  pay  any  tax  upon  the 
income  from  mortgages — made  a  loan  of  a  hundred  thousand  dollars 
on  a  piece  of  property.  The  borrower  received  $50,000  in  cash  and 
?o(),0()0  in  Liberty  bonds  at  par.  I  heard  of  another  loan  of  $200,000, 
where  the  borrovrer  was  required  to  take  all  in  Liberty  bonds.  That 
was  a  bonus  of  about  15  per  cent.  You  see  the  vast  amount  of  mort- 
^ges  here  are  made  for  a  limited  period,  from  one  to  five  years,  and 
if  we  permitted  the  rate  to  be  raised  in  the  State  of  New  York  for 
three  years  within  that  period  practically  all  of  the  present  mort- 
gages would  have  the  interest  raised.  I  understand  there  are  about 
$o,000,0(K),000  w^orth  of  mortgages  on  real  estate  in  the  city  of  New 
York  alone  and  nearly  that  much  more  throughout  the  entire  State. 
It  would  be  a  pretty  serious  matter  to  permit  the  interest  rate  on  all 
of  these  mortgages  to  be  increased. 

Mr.  Kahn.  I  sliould  hope  that  a  way  could  be  found  to  avoid  that, 
and  yet  I  feel  that  a  law  which  limits  the  rate  that  can  be  charged 
for  monejr  to  a  price  that  is  clearly  no  longer  in  accordance  with  the 
existing  situation  is  an  unsound  la\Y  and  for  the  time  being  ought 
to  be  brought  into  accord  with  existing  circumstances  and  condi- 
tions and  ought  to  be  applied  only  to  those  existing  circumstances 
and  conditions  to  the  extent  that  it  is  possible. 

The  Chairman.  The  men  interested  in  financing  mortgages  come 
here  and  tell  us  that  the  way  to  solve  this  thing  is  to  exempt  the 
income  on  mortgages  on  real  Estate  from  both  Federal  and  State 
income  taxes. 

Mr.  Kahn.  Well,  of  course,  that  is  a  very  easy  remedy;  but  it  is 
no  remedy.  It  is  creating  another  evil.  It  is  offering  to  tax-dodging 
I'apital  further  inducement  and  further  opportunities,  and  I  think 
that  ought  to  be  resisted.  I  think  that  other  ways  are  open  to  deal 
with  the  present  situation  to  the  extent  that  it  can  be  immediately 
dealt  with,  which  is  a  limited  extent ;  but  personally  I  should  think 
anything  which  further  enlarges  the  boundaries  of  capital  available 
to  the  man  who  is  not  willing  to  pay  taxes  ought  to  be  resisted.  I 
think  it  is  against  public  policy  to  further  extend  the  scope  of  tax- 
exempt  securities. 
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The  Chairman.  Mr.  Kahn,  the  men  who  came  here  with  that  sup^- 
^estion  did  not  do  it  in  the  interest  of  the  lender.  They  did  it  for  the 
borrower.  I  have  introduced  a  bill  that  permits  the  exemption  of 
the  income  on  $40,000  worth  of  mortgages  when  in  the  hands  of  an 
individual.  That  would  be  of  no  great  advantage  to  men  of  wealth. 
Individuals  all  over  the  country  with  small  savings  would  be  en- 
<?ouraged  to  put  their  money  into  the  mortgage  market,  and  at  the 
same  time  it  would  help  the  man  who  wants  to  build  or  buy  a  home. 

Mr.  Kahn.  Of  course,  that  would  be  relatively  harmless  in  that 
it  would  only  pertain  to  men  of  very  limited  income  and  not  to  the 
man  of  large  means;  and  to  that  extent  it  would,  of  course,  avoid 
much  of  the  criticism  which  I  have  expressed. 

The  Chairman.  I  realize  fully  the  criticism  you  make,  and  I 
doubt  very  much  if  Congress  would  ever  pass  a  bill  exempting  the 
income  of  all  mortgages  from  taxation,  because  that  would  be  invit- 
ing everybody  to  come  in  and  take  their  money  out  of  business  and 
put  it  into  something  that  would  be  working  for  them  and  they 
would  be  paying  no  taxes.  This  $40,000  exemption  bill  was  par- 
tif^ularly  urged  by  the  Merchants'  Association  here  in  New  York 
City  and  by  a  very  great  many  people  interested  in  building  homes. 

Mr.  Kahn.  But  would  that  meet  the  situation  that  we  have  to  deal 
with  here  \r\  New  York,  for  instance?  Isn't  it  here  a  question  more 
of  tenements  and  apartment  houses  for  which  you  need  capital  of 
the  larger  investor  rather  than  of  individual  homes?  And  therefore, 
as  far  as  New  York  is  concerned,  would  an  exemption  of  $40,000 
accomplish  your  purpose? 

Isn't  it  a  fact  that  you  need  for  your  situation  here  large  loans, 
and  isn't  it  a  fact  that  generally  speaking  the  mortgage  market  does 
not  appeal  to  the  smaller  investor*?  It  never  has.  The  smaller 
investor  has  not  very  often  been  the  purveyor  of  mortgage  money. 
It  has  usually  come  in  fairly  large  lots,  and  the  men  that  could 
afford  to  provide  money  in  large  quantities  or  in  considerable  quan- 
tities are,  of  course,  absolutely  prevented  from  the  existing  taxation 
system  from  putting  that  money  into  mortgages. 

The  Chairman.  That  is  true  to  some  extent,  but  I  have  in  mind  a 
case  now.  A  man  came  to  see  me  the  other  day  who  was  building 
40  houses  upon  which  he  hoped  to  place  a  mortgage  of  $7,500  ea^h. 
Each  houge  is  intended  for  two  families.  He  finds  difficulty  in  get- 
ting the  money.  He  informed  me  that  he  could  secure  the  loans  if 
he  paid  a  bonus  of  10  per  cent.  He  could  not  afford  to  pay  this  sum, 
for  it  would  mean  $750  on  each  house,  and  as  he  only  anticipated  a 
profit  of  $1,200  on  each  house  it  was  out  of  the  question.  If  a  prin- 
cipal sum  of  $40,000  was  exempted,  it  would  be  possible  to  obtain  the 
mortgages  from  individuals  without  difficulty.  The  mortgage  com- 
panies tell  me  that  during  the  past  six  months  a  verv  large  number 
of  mortgages  are  being  called  in  and  the  money  received  invested  in 
tax-exempt  securities. 

The  other  day  Mr.  Stabler,  the  comptroller  of  the  Metropolitan 
Life  Insurane  (^o.,  stated  here  that  during  the  first  six  months  of 
this  year  the  savings  banks  of  the  Boroughs  of  the  Bronx  and  Man- 
hattan, of  this  city,  had  obtained  from  indiA^iduals  by  assiirnment 
over  $1^8,000,000  worth  of  mortgages,  the  income  from  which  was 
taxable,  which  became  immediately  nontaxable  in  the  hands  of  the 
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savings  banks.  And  in  many  cases  the  savings  banks  assigned  to 
these  people  their  tax-exempt  securities  in  exchange  for  their  mort- 
gages, lou  know  how  that  is  done,  of  course;  how  an  individual 
obtains  tax-exempt  securities  for  taxable  securities  which  are  tax- 
exempt  in  the  hands  of  the  savings  banks. 

Mr.  Kahn.  As  I  said,  Senator,  if  yoii  limit  the  tax  exemption  to 
$40,000, 1  think  the  criticism  which  I  have  expressed  as  to  the  larger 
consequences  of  any  such  exemption  would  fall  to  the  ground,  be- 
cause that  means  that  you  woula  limit  the  tax  exemption  to  incomes 
of  $2,400. 

Senator  Kenyon.  How  do  the  conditions  now  compare  with  the 
conditions  after  the  Civil  War,  financially  ? 

Mr.  Kahn.  I  am  trying  to  think  of  some  one,  Senator,  who  wrote 
me  the  other  day  saying  that  he  was  engaged  in  making  a  report  of 
present  conditions  as  compared  to  conditions  after  the  Civil  War, 
and  that  the  more  he  looked  into  it  the  more  he  was  surprised  in 
seeing  how  remarkably  similar  the  situation  was  in  many  features 
which  he  had  not  realized  before  he  did  look  into  it  very  closely.  I 
remember  now.  It  is  the  Harvard  committee  on  economic  research, 
which  is  making  a  study  of  this  subject. 

Senator  Kenyon.  I  think  it  would  be  an  interesting  thing  for  us 
to  have  that  report. 

Mr.  Kahn.  1  am  not  prepared  to  state  exactly  what  the  contents 
of  the  report  were. 

Senator  Kenton.  Speaking  about  Liberty  bonds,,  there  is  a  good 
deal  of  dissatisfaction  in  the  country  in  connection  with  the  Liberty 
bonds,  the  Government  taking  the  money  and  then  the  bonds  going 
down.    Have  you  any  practical  idea  as  to  how  that  can  be  remedied  ? 

Mr.  Kahn.  1  am  afraid  not,  Senator. 

Senator  Kenyon.  I  saw  a  suggestion  made  the  other  day.  It  seems 
to  me  it  was  from  some  presidential  candidate.  I  do  not  remember 
who  it  was,  there  are  so  many  of  them.  His  idea  was  to  issue  new 
bonds,  taking  up  all  of  these  bonds  and  issuing  new  bonds  at  a  higher 
rate  of  interest.     Would  that  be  a  feasible  thing? 

Mr.  Kahn.  I  think  it  would  not  be  a  desirable  thing.     A  sugges- 
tion has  been  made,  and  possibly,  without  committing  myself  to  it, 
it  might  show  a  way  out.     The  suggestion  has  been  made  that  in 
conjunction  with  the  revision  of  our  whole  taxation  structure  there 
should  be  a  refunding  and  a  consolidating  of  the  entire  Government 
debt  and  its  repayment  within  a  certain  specified  length  of  time,  say, 
so  much  each  year.     It  might  be  feasible  in  conjunction  with  tliat 
suggested  revision  of  taxation  and  in  conjunction  with  the  provision 
of  a  sinking  fund  to  accomplish  something  which  would  enable  such 
an  operation  to  be  carried  out.     But  it  is  a  very  formidable  under- 
taking.   It  would  involve  tremendous  financial  readjustment,  and  I 
am  not  certain  that  anything  can  be  done  more  than  to  let  nature 
take  its  course.     Within  an  undue  course  of  time  the  credit  of  tue 
I  nited  States  will  again  be  somewhere  near  where  it  used  to  be. 
Whether  anj'^thing  can  be  done  except  minor  measuros,  such  as  the 
fiovemment"  is  now  applying,  I  am  not  prepared  to  say  now.     But 
numerous  minor  measures  ought  to  be  devised,  })ecause  the  people 
bought  these  bonds  in  good  faith,  relying  upon  the  representations 
made  to  them  at  the  time.     They  paid  for  them,  and  now  they  are 
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selling  at  a  great  loss.  The  position  of  these  small  people  is  one  that 
is  entitled  to  very  serious  consideration  and  to  every  assistance  that 
can  be  given.    In  various  small  ways  things. can  be  done. 

Senator  Kenton.  Could  the  Government  refund  the  smaller  bonds 
under  certain  denominations?.  I  do  not  know.  I  am  just  fishing  on 
it.    I  have  not  been  able  to  work  out  anything  in  my  own  mind. 

Mr.  Kahn.  I  have  not  either,  Senator. 

Senator  Kenton.  I  know  it  is  producing  a  good  deal  of  dissatis- 
faction in  the  country. 

Mr.  Kahn.  Justifiably  so.  And  I  think  it  is  a  thing  which  ought 
to  be  v^ery  carefully  studied  by  competent  people.  I  wonder  whetljer^ 
since  we  are  talking  now  on  more  or  less  general  subjects,  whether  it 
would  not  be  practical  to  follow,  for  instance  in  relation  to  the  ques> 
tion  you  asked  me,  the  procedure  which  is  the  usual  procedure  in 
England  and  is  very  effective,  that  when  a  question  like  this  comes 
up,  where  a  legislator  can  not  possibly  out  of  his  own  mind  evolve 
an  answer,  who  can  not  possibly  give  it  the  time,  nor  ever  a  legisla- 
tive committee  can  possibly  give  it  the  time  to  get  all  the  facts 
together,  technical  facts,  and  put  them — and  to  think  them  out  to 
their  final  conclusion  and  to  appraise  the  consequences  of  their  ac- 
tions which  they  might  take,  whether  it  would  not  be  well  in  such  a 
case  to  call  up  half  a  dozen  men  who  are  familiar,  whose  business'  it 
is  to  be  familiar  with  the^e  questions,  and  say  to  them,  "  Here  is  the 
problem  before  us.  Now,  you  get  together ;  gather  the  facts ;  get  the 
information ;  clear  your  own  minds  and  make  us  a  recommendation. 
We  may  accept  it  or  we  may  not  accept  it,  but  we  want  to  know  what 
the  most  competent  minds  can  give  us  on  that  subject." 

That  as  I  say  is  being  done  habitually  and  traditionally  in  England. 
Here  it  has  generally  not  been  done,  because  there  has  been  a  great 
prejudice  on  the  part  of  Congress  to  calling  upon  outsiders  for 
opinions  and  advice  and  to  an  extent  the  suspicion  on  the  part  of 
Congress,  which  suspicion  I  regret  to  say  in  the  past  has  had  per- 
haps, all  through,  much  justification  in  some  instances.  But  I  am 
equally  satisfied  that  if  now  in  any  question  relating  to  business, 
Congress  would  honor  business  men  with  its  confidence,  and  say  to 
them,  "  Now,  this  is  the  problem,  abstract  or  concrete,  that  we  are 
called  upon  to  deal  with.  We  desi«cnate  you  to  investigate,  to  give 
us  your  own  mind  and  the  mind  of  others  on  the  subject.  We  may 
accept  or  we  may  disregard  your  conclusions,  but  we  want  your 
honest,  disinterested,  unselfish,  patriotic  advice.'' 

Senator  Kexyon.  I  think  that  is  what  this  committee  is  trying  to 
do.    That  is  the  very  purpose  of  this  committee. 

The  Chairman.  Why,  yes. 

Mr.  Kahn.  Yes:  but  tjiis  committee  is  giving  its  own  time  and  T 
know  how  pressed  the  time  of  legislators  is.  This  committee  is 
giving  its  own  time  to  it,  and  it  is  a  tremendous  burden  in  addition 
to  all  of  the  other  things  which  Congress  has  to  do,  to  compel  it,  in 
its  vacation,  to  travel  around  the  country  and  hear  these  things. 
It  seems  to  me  it  might  be  very  well  to  delegate  certain  specific  ques- 
tions to  certain  specific  people  and  appeal  to  the  honor  and  the 
patriotism  and  the  decency  of  those  people,  to  live  up  to  the  trust 
which  Congress  reposes  in' them;  and  I  am  personally  satisfied  that 
they  would  so  live  up  to  it. 
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The  Chairman.  Mr.  Kahn,  in  the  past  it  has  been  the  practice 
for  Congress  to  follow  the  recommendation  of  the  administration, 
but  I  am  sure  your  suggestion  would  find  favor  and  I  am  heartily 
for  it. 

Mr.  Kahn.  If  the  initiation  of  all  these  matters  and  the  prime 
responsibility  for  them  is  with  Congress  and  to  the  executives;  and 
probably  Congress  would  pay  more  attention  to  a  committee  which 
owes  its  origin  and  its  allegiance  to  it  rather  than  to  an  adminis- 
trative body. 

Senator  Kenyon.  Do  you  know  in  a  general  way  what  the  British 
Government  is  doing  on  these  reconstruction  problems — how  many 
committees  they  have,  and  how  long  they  have  been  working  at  it  ? 

Mr.  Kahn.  The  British  Government  started  doing  it  in  the  midst 
of  the  war,  and  appointed  numerous  committees,  partly  composed  of 
members  of  Parliament  and  partly  of  outsiders,  generally  mixed 
commissions  headed  by  a  member  of  Parliament  as  chairman,  with 
a  nonmember  as  vice  chairman,  and  delegated  to  these  various  com- 
mittees specific  problems  on  which  they  were  to  advise ;  never  to  act, 
only  to  advise.  I  should  say  that  hundreds  of  such  commissions  have 
been  at  work  during  the  war  and  since  the  w^ar  and  are  at  work  now, 
with  the  result,  as  we  all  know,  that  the  recovery  of  Great  Britain 
from  the  effecte  of  the  war  has  been  nothing  short  of  marvelous, 
considering  how  deeply  they  were  hurt  during  the  war. 

Senator  Kenyon.  They  prepared  during  tne  war  and  we  waited 
until  after. 

Mr.  Kahn.  They  prepared  during  the  war.  They  had  during  the 
war  at  work  what  I  have  in  vain  urged  here.  They  had  an  economic 
general  staff,  just  as  they  had  a  general  staff  of  the  army  and  navy. 
They  had  an  economic  general  S:aff,  and  that  staff  certified  to  the 
ministry,  for  instance,  "We  want  advice  on  such  a  matter."  "Get 
it  from  the  best  minds  available,"  and  the  best  minds  available  were 
sought  and  their  advice  was  obtained.  That  is  what  we  should  have 
had.    We  did  not  have  it,  but  I  think  it  is  not  too  late. 

The  Chairman.  I  think  that  is  exactly  true. 

Mr.  Muj^ER.  Mr.  Kahn.  you  notice  in  the  newspapers,  perhaps,  in 
the  various  publications  from  day  to  day,  a  plan  of  tne  cities  loaning 
money  for  housing.  That  is,  in  the  New  York  papers  and  the  Chi- 
cago papers  and  all  the  papers  throughout  the  country.  If  the 
States  or  cities  loan  money  to  the  people  to  build  houses,  that  will 
flood  the  market  with  more  tax-exempt  securities,  will  it  not  { 

Mr.  Kahn.  Yes. 

Mr.  Miller.  And  it  is  economically  unsound.  But  yet  the  demand 
for  it,  as  indicated  by  the  publications  all  over  the  country,  seems  to 
l)e  growing,  and  it  would  be  very  desirable  to  have  an  economically 
sound  alternative  to  propose.  Have  you  any  idea  of  an  economically 
sound  alternative  or  m  what  direction  we  could  look  for  the  discovery 
of  such  an  alternative  ? 

Mr.  Kahn.  I  have  no  economically  sound  alternative  which  will 
produce  immediate  results.  You  are  dealing  with  an  emergency. 
1  ou  are  dealing  with  the  immediate  needs  of  millions  of  people,  and 
economic  soundness  must  be  subordinated  to  the  immediate  necessities 
of  the  case.  I  believe  that  if  it  is  found  that  lending  money  by  these 
communities  for  the  purpose  of  stimulating  others  to  build  houses 
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should  have  that  effect,  the  community  ought  to  do  it.  The  com- 
munity ought  not  to  do  it  itself,  but  if  lending  money  by  the  com- 
munity or  the  State  for  the  purpose  of  stimulating  others  to  build 
houses  will  produce  good  results,  and  nothing  else  will^  then  I  should 
say  go  ahead  and  do  it,  notwithstanding  the  economic  unsoundness 
involved. 

Senator  Kenyon.  Yet  wouldn't  it  be  a  little  less  unsoimd  if  tax 
exemptions  were  given  for  limited  holdings  of  mortgages? 

Mr.  Kahn.  Oh,  yes. 

Senator  Kenyon.  Or  if  some  tax  exemption  were  given  to  proposed 
home  loan  banks? 

Mr.  Kahn.  Oh,  very  much.  It  would  be  very  much  less  objec- 
tionable, because  you  would  not  be  enlarging  the  scope  of  the  existing 
tax-exempt  securities.  You  would  simply  take  advantage  of  existing 
tax  exemptions  to  finance  certain  things  which  are  urgently  and  im- 
mediately required.  You  would  not  get  the  States  or  the  cities  in 
directly  the  scheme  of  building  houses  on  the  one  hand,  nor  on  the 
other  hand  would  you  directly  exempt  from  taxes  the  man  who  builds 
houses.  But  you  would  use  the  machinery  which  exists ;  and  whether 
economically  sound  or  unsound  in  its  operation,  you  would  use  it  to 
help  you  over  an  immediate  necessity.  I  would  not  be  prepared  to 
say  that  it  is  not  wise.    I  rather  think  it  would  be  wise. 

Mr.  Miller.  The  English  Government  now  pays  the  builder  a  sub- 
sidy of  £70  per  room  (aoout  25  per  cent  of  cost). 

Mr.  Kahn.  I  am  sure  that  is  not  needed  here.  I  am  not  sure 
whether  it  is  needed  in  England,  but  I  am  quite  sure  it  is  not  needed 
here.  I  think  all  that  is  needed  here  is  to  enable  the  builder  to  get 
his  money,  to  get  the  flow  of  capital,  to  set  the  flow  of  capital  in 
motion  again  which  is  now  clogged  and  dammed;  set  it  in  motion 
again,  and  if  it  can  not  be  set  in  motion  under  the  existing  circum- 
stances quickly  enough  by  private  enterprise,  I  do  believe  that  it  is 
up  to  the  States  and  the  cities  to  see  that  the  means  are  forthcoming, 
it  there  is  no  other  way. 

The  Chairman.  Thank  you,  Mr.  Kahn. 

(Whereupon,  at  12.05  p.  m.,  the  committee  took  a  recess  until  2 
p.  m.) 

AFTER  RECESS. 

(At  2  o'clock  p.  m.  the  comniittee  reassembled  pursuant  to  taking 
of  recess.) 

STATEMENT  OF  MR.  CLYDE  B.  AITCHISON,  COMMISSIONEE,  INTER- 

STATE  COMMERCE  COMMISSION. 

The  Chairman.  The  season  during  which  construction  work  can 
be  carried  on  is  fast  slipping  away.  There  is  a  great  housing  short- 
affe  throHsrhout  the  land  and  in  almost  every  citv  and  town  one  or 
more  committees  are  earnestly  attempting  to  solve  the  problem. 
With  this  nation-wide  shoilage  of  housing  on  one  hand,  which  is 
threatening  the  well-being  of  our  people,  we  have  on  the  other 
hand  land  and  raw  materials  in  plenty.  The  possessors  of  the  land 
and  raw  materials  are  anxious  to  sell  them,  while  the  citizens  are 
willing  to  pay  high  rentals  to  cover  their  purchase,  and  yet  buildings 
are  not  being  constructed.  This  committee  has  been  informed  by 
experts  that  the  cost  of  construction  could  be  reduced  from  20  to  30 


RECONSTRUCTION   AND   PRODUCTION.  217 

¥?r  cent  if  there  were  adequate  transportation  of  building  materials, 
ransportation,  in  fact,  is  the  principal  element  entering  into  the  cost 
of  building  materials.  The  other  elements  are  those  of  fuel  and 
labor  and  the  cost  of  fuel  is  affected  by  transportation.  Coal,  which 
in  past  years  cost  lime  burners  85  cents  has  recently  been  costing  them 
from  $12  to  $14. 

At  the  beginning  of  the  World  War  the  transportation  of  build- 
ing Biaterials  was  curtailed  by  Judge  Lovett's  priority  order  No.  2. 
This  order  was  later  reinforced  by  heavier  increase  in  freight  rates 
on  building  materials  than  that  placed  on  other  commodities.  It  is 
no^  proposed  to  increase  all  commodities  horizontally,  although  the 
commission  in  its  findings  on  rates  has  suggested  to  the  railroads  the 
importance  of  relieving  the  building  industry  from  hanlship  in  this 
regard. 

The  situation  in  which  the  building  industry  finds  itself  seems  to  be 
due  to  a  series  of  governmental  interferences.  Relief  seems  to  be  im- 
possible by  municipal  or  State  action,  and  it  will  probably  1x5  impos- 
sible to  erect  houses,  the  rentals  of  which  will  be  within  the  means 
of  ordinary  workers  until  building  materials  can  be  transported  regu- 
larly and  at  moderate  rates. 

This  committee  was  authorized  by  the  United  States  Senate  to 
recommend  measures  which  might  bring  about  cooperation  between 
the  pei-sons  engaged  in  transportation,  banking,  etc.,  with  those  en- 
gaged in  building,  so  that  construction  work  of  all  kinds  may  be  fos- 
tered and  encouraged. 

The  Interstate  Commerce  Commission  gave  the  building  indus- 
try a  hearing  on  the  8th,  9th,  and  10th  of  July  in  its  petition  for 
relief  from  some  of  the  provisions  of  service  order  No.  7.  It  is 
the  belief  of  many  of  those  engaged  in  the  building  industry  that 
the  series  of  priority  orders  designed  to  relieve  the  domestic  short- 
age of 'coal  have  not  brought  about  such  relief,  but  that  they  have 
bc^n  used  for  profiteering  and  the  export  of  coal,  and  that  the 
continued  railroad  congestion  is  the  cause  of  the  present  high  price 
of  coal,  for  the  absorption  of  credit,  for  the  idleness  of  labor,  for  the 
shutting  down  of  plants,  and  for  the  curtailment  of  construction,  all 
of  whicn  must  ultimately  be  reflected  in  the  higher  cost  of  living  and 
higher  rentals. 

As  there  is  much  confusion  in  the  public  mind  regarding  these 
priority  orders,  may  we  ask  vou  to  explain  the  nature  and  purpose  of 
these  orders  commencing  witVi  No.  1  and  continuing  through  to  No.  11. 
The  fact  that  you  were  intimately  connected  with  these  priority 
orders  has  prompted  the  committee  to  ask  you  to  come  here.  You 
have  very  kindly  done  so  and  we  are  very  glad  you  did  because  we 
want  to  become  acquainted  with  you  and  the  worlk  you  are  doing.  I 
am  going  to  request  Senator  Kenyon  to  ask  you  some  questions.  But 
first,  I  would  like  to  inq^uire,  in  view  of  the  confusion  in  the  public 
mind  regarding  these  priority  orders  as  issued  by  the  commission  of 
late,  if  you  will,  as  briefly  as  is  convenient  for  you,  explain  just  what 
was  contained  in  orders  Nos.  1  to  11. 

Mr.  AiTCHisoN.  I  will  be  very  glad  to  do  so,  but  I  may  say  that 
your  question,  or  rather  your  statement,  contains  some  statements  to 
which  I  would  have  to  take  exception.  It  mav  be  that  it  will  be  de- 
veloped by  Senator  Kenyon's  examination.  "For  instance,  with  re- 
spect to  the  commission  having  made  a  horizontal  increase.  I  think 
that  ought  to  be  subject  to  some  correction. 
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The  Chairman.  I  do  not  think  I  said  that.    I  said  here : 

At  the  beginning  of  the  World  War  the  transi)ortatIon  of  building  materials 
was  curtailed  by  Judge  Lovett*s  priority  order  No.  2.  This  order  was  later 
reinforced  by  a  heavier  increase  In  freight  rates  on  building  materials  than 
that  placed  on  other  commodities.  It  Is  now  proposed  to  Increase  all  commodi- 
ties horizontally. 

And  so  forth. 

Mr.  AiTCHisoN.  Well,  I  do  not  take  it  as  being  a  horizontal  in- 
crease ;  but  that  is  perhaps  a  matter  of  definition,  Senator. 

Senator  Kenyon.  May  we  find  out  when  the  commission  com- 
menced making  these  priority  orders? 

Mr.  AiTCHisoN.  Perhaps  I  had  better  explain  the  commission's  con- 
nection with  the  car-shortage  problem  in  a  little  bit  of  a  historical 
way,  if  I  may. 

The  transportation  act  became  effective  but  a  very  brief  time  be- 
fore the  railroads  were  returned  to  their  owners  Marph  1, 1920,  when- 
Federal  control  ceased.  The  transportation  act,  amending  the  act  to 
regulate  commerce  and  creating  an  interstate  commerce  act  out  of  it^ 
cast  very  enlarged  powers  and  responsibilities  upon  the  commission, 
not  alone  with  respect  to  car  service,  but,  in  addition,  with  respect  to 
the  financing  of  the  carriers,  the  control  of  their  securities,  the  ad- 
ministration of  very  large  funds  intended  to  be  used  as  loans  and  with 
respect  to  the  guaranty  made  during  the  six  months  period. 

Immediately  upon  the  conference  report  upon  Esch-Cummins  bill 
being  made  to  the  Senate  and  the  House,  the  Interstate  Commerce 
Commission  commenced  with  vigor  the  reorganization  which  was 
necessary  to  enable  it  to  carry  out  what  would  doubtless  be  the  duties- 
cast  upon  it  by  the  new  act. 

It  is  obvious  that  these  duties  were  many  and  important,  and  it  was 
difficult  to  single  out  any  one  of  them  as  being  of  transcendent  im- 
portance. The  car-service  work  at  that  time  was  handled  by  a  special 
committee  of  the  commission.  In  the  reorganization,  a  Hureau  of 
Service  was  created.  It  had  to  be  organized  as  a  branch  of  the  com- 
mission's activities,  and  I  happend  to  be  the  member  of  the  commis- 
sion through  whom  that  bureau  reports  to  the  commission.  For  the- 
purpose  of  getting  more  speedy  action  upon  these  service  matters  than 
we  could  it  we  were  obliged  to  ask  the  commission's  action  upon  all 
them,  we  created  a  special  division  of  the  commission,  under  powers 
given  by  the  law,  known  as  Division  5,  consisting  of  the  chairman,. 
Commissioner  Clark,  Commissioner  Potter,  and  mvself . 

The  situation  at  the  termination  of  Federal  control  was  not  of  the 
emergency  character  which  shortly  afterwards  developed.  By  the^ 
middle  or  April  there  developed  a  serious  strike  of  switchmen  at  im- 
portant gateways  in  the  country.  That  was  aggravated  in  its  effect 
bv  other  strikes  in  New  York  llarbor  of  the  Marine  workers,  clerical 
workers  in  the  South,  and  elsewhere.  From  that  time  until  the  pres- 
ent, the  labor  situation  has  not  been  normal.  I  will  go  into  that  a 
little  later  if  I  may.  The  situation  got  to  be  so  bad  that  within  a 
couple  of  days  after  the  reorganiaztion  of  the  commisison  had  been 
perfected,  I  being  charged  with  the  responsibility  for  the  immediate 
handling  of  this  work,  I  addreSvSed  a  communication  to  Mr.  K.  H. 
Aishton,  as  president  of  the  American  Railroad  Association,  asking 
his  definite  advice  as  to  how  he  proposed  to  be  able  to  handle  certain 
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important  traffic,  and  saying  that  I  felt  that  it  was  my  duty  to  come 
forward  to  the  commission  with  some  appropriate  recommendation 
for  the  exercise  of  the  mandatory  powers  under  the  law  conferred 
upon  the  commission,  in  the  event  he  was  unable  to  give  me  assurances 
wnich  I  thought  necessary. 

Within  a  few  days  afterwards  the  leading  carriers  of  the  country 
filed  with  the  commission  a  formal  petition  in  which  they  recited 
their  urgent  need  for  additional  freight  cars  and  locomotives;  that 
there  was  no  immediate  opportunity  to  procure  the  same  in  time  to 
be  available  during  the  pr^ent  emergency;  and  that  relief  in  the 
movement  of  the  conmiodities  most  essential  at  the  then  present  time, 
namely,  foodstuffs,  perishable  products,  live  stock,  coal,  and  news- 
print paper,  and  so  on,  could  only  be  afforded  by  the  current  daily 
use  and  movement,  in  the  most  effective  manner,  of  the  existing 
equipment.  They  recited  that  it  would  require  many  months  to  pro- 
vide the  needed  additions  to  equipment  and  a  much  larger  outlay 
than  the  carriers  were  then  able  to  provide.  They  showed  what  we 
knew — ^that  there  was  an  enormous  volume  of  traffic  of  all  kinds 
awaiting  movement ;  that  a  considerable  portion  of  the  agricultural 
products  in  the  year  1919  remained  yet  to  De  moved  and  that  the  new 
<!rop  of  the  present  year  would  in  all  certitude  begin  to  move  or  be 
offered  for  shipment  soon ;  that  there  was  general  need  in  almost  all 
sections  of  the  country  for  the  movement  of  coal  for  current  pur- 
poses and  also  for  the  accumulation  of  necessary  stores  and  resources 
for  the  coming  winter,  especially  to  the  upper  Lake  ports  before  the 
close  of  navigation.  They  recited  the  labor  situation  and  that  it 
added  to  the  difficulty  of  maintaining  full  operation  of  the  railroads 
and  contributed  to  the  growing  public  distress  on  account  of  the 
delay  in  the  movement  oi  necessary  products  and  the  raw  materials 
for  the  commerce  of  the  country. 

The  p>etition  recited  that  these  conditions  promised  to  continue  for 
some  period  of  time,  and  the  public  interest  required  and  the  car- 
riers were  entitled  to  ask  the  exercise  of  the  emergency  powers 
granted  to  the  commission  by  the  transportation  act,  1920,  with  re- 
spect to  the  giving,  first,  of  priority  and  preference  in  movement  of 
necessary  food,  fuel,  and  other  vital  commodities;  second,  the  re- 
location of  empty  equipment ;  third,  the  necessary  postponement  and 
delay  of  loading  or  movement  of  other  less  important  commodities 
and  for  the  reduction  of  existing  passenger  service  as  far  as  might 
be  nece^ary;  and,  fifth,  that  to  the  extent  the  commission  might 
find  it  necessary  to  accomplish  these  purposes,  which  I  may  say  were 
obviously  national  in  character,  the  carriers  might  be  relieyea  from 
the  operation  of  Federal  and  State  laws  and  orders  recognized  dur- 
ing ordinary  transportation  conditions,  and  protecting  tne  carriers 
to  the  extent  that  might  b^  necessary  in  their  carn^ing  out  the  emer- 
gency orders  and  directions  of  the  commission.  They  tendered  their 
records  and  their  cooperation. 

The  commission,  after  considering  the  petition  in  the  light  of  the 
facts  known  to  it,  determined  that  there  was  occasion  for  the  exer- 
•cise  immediately  of  the  full  emergency  powers  granted  by  the  trans- 
portation act,  and  that  these  powers  should  be  exercised  without  the 
nolding  of  any  hearings. 

Senator  Kenyon.  Have  you  that  act  here,  Mr.  Aitchison  ? 


Mav,  1920, 
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Mr.  AiTCHisoN.  Yes. 

Senator  Kenyon.  The  emergency  clause  vou  speak  of  is  section 
402? 

Mr.  ArrcHisoN.  Yes ;  it  is  the  amendment  to  section  1  of  the  inter- 
state commerce  act,  known  as  paragraphs  10  to  17,  inclusive. 

The  carriers  were  requested  to  give  us  the  benefit  of  their  judg- 
ment as  to  what  the  exigenc}'  or  this  emergency  required.  Thev 
had  been  dealing  with  the  problem  at  first  hand  for  the  period  of 
time  from  March  1  until  the  middle  of  May  and  consequently  had 
broad  and  intimate  knowledge  of  the  situation  and  its  needs.  We 
had  a  conference  with  them.  The  result  was  that  on  the  20th  of 
I,  three  service  orders  were  issued. 
to  the  action  of  the  executives  which  I  have  mentioned,  on 
April  15,  1920,  the  commission  issued  a  notice  to  carriers  and  ship- 
pers which  was  in  legal  effect  an  order,  reciting  that  the  supply  of 
cars  available  for  the  transportation  of  coal  continued  insufficient  to 
meet  the  demand. 

The  order  recited  that  in  view  of  the  cessation  of  (Government 
control  of  coal  production  and  distribution  on  April  1,  1920,  and  in 
order  that  the  railroad  fuel  requirements  might  be  reasonably  met 
without  the  necessity  of  carriers  resorting  to  confiscation  of  com- 
mercial coal,  it  became  necessary  to  amend  our  notice  to  carriers  and 
shippers  dated  March  20.  That  notice  had  recommended  the  con- 
tinuance of  certain  existing  car-service  rules  for  the  carriers  until 
experience  had  shown  the  need  of  modification.  This  order,  made 
the  15th  of  April,  1920,  was  with  respect  to  the  assignment  of  car& 
for  railroad  fuel  loading  and  is  generally  known  as  the  "  assigned 
car  order." 

The  commission  was  of  the  opinion  that  an  emergency  existed 
which  required  immediate  action ;  and  in  the  exercise  of  the  authority 
conferred  by  paragraph  15  of  section  1  of  the  interstate  commerce- 
act,  as  amended  by  section  402  of  the  transportation  act,  the  commis- 
sion suspended  the  operation  of  the  existing  rule  8  of  the  car  service 
commission  circular  No.  31  and  directed  the  observance  by  all  car- 
riers by  railroad,  subject  to  the  interstate  commerce  act,  of  rule  8 
modified  as  stated  in  the  order,  effective  April  16,  1920,  and  until 
the  further  direction  or  order  of  the  commission. 

Senator  Kenyon.  I  want  to  get  your  idea  as  to  the  extent  of  t.hfl 
powers  of  the  commission  under  section  402. 

Mr.  ArrcHisoN.  That  is  a  question  which  has  not  received  any 
judicial  interpretation. 

Senator  Kenyon.  No ;  I  know  it  has  not. 

Mr.  ArrcHisoN.  My  own  idea  is  that  our  powers  are  circumscribed 
by  the  necessity  which  led  to  the  enactment  of  the  statute,  but  are  as 
broad  as  the  emergency  intended  to  be  cured,  namely,  that  it  is  our 
function  to  keep  commerce  moving. 

Senator  Kenyon.  That  is,  you  are  given  the  power,  practically, 
you  think,  under  that  section  to  so  arrange  the  transportation  as  to 
take  care  of  the  business  of  the  country? 

Mr.  AiTCHisoN.  To  take  care  of  it,  but  not  to  create  it.  When  the 
commerce  is  offered  for  movement  it  is  our  function,  as  far  as  we 
can  humanly,  to  see  that  it  moves. 

Senator  Kenyon.  And  that  section,  you  think,  gives  you  any 
power  to  do  that  ? 
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Mr.  AiTCHisoN.  We  have  not  developed  any  weaknesses  in  it  yet. 

The  assigned  car  order  has  been  the  subject  of  some  attack  in  the 
courts,  but  was  sustained  by  the  circuit  court  of  appeals  for  the 
fourth  circuit  on  August  11,  1920. 

Coming  back  to  the  action  which  took  place  after  the  executives 
had  made  their  recommendations,  on  May  20  we  issued  three  service 
orders. 

Service  c  der  No.  1  is  with  respect  to  the  routing  of  freight  traffic. 
The  commission  was  of  the  opinion  that  because  of  shortage  of 
equipment  and  congestion  of  traffic  an  emergency  existed  which 
required  immediate  action  and  order.  Service  order  No.  1,  in  effect, 
required  that  until  the  further  order  or  direction  of  the  commission 
aU  common  carriers  by  railroad  should  forward  traffic  to  destination 
by  routes  most  available  to  expedite  its  movement  and  relieve  the  con- 
gestion, without  regard  to  the  routing  thereof  made  by  shippers  or 
by  carriers  from  which  the  traffic  was  received  or  to  tne  ownership 
of  the  cars ;  and  that  all  rules  and  regulations  and  practices  of  the 
carriers  with  respect  to  car  service  were  suspended  and  superseded, 
in  so  far  only  as  they  conflicted  with  the  directions  hereby  made. 
The  remainder  of  that  order  is  formal  and  has  to  do  with  matters 
of  accountancy  and  the  like  between  the  carriers ;  and  I  do  not  think 
you  would  care  to  have  that. 

Senator  Kenyon.  Will  you  give  us  the  date  of  that  order? 

Mr.  ArrcHisoN.  May  20.  Service  orders  1,  2,  and  3  were  made 
the  same  day. 

Service  order  No.  2,  in  effect,  required  various  western  carriers 
to  deliver,  within  a  period  of  20  consecutive  days,  beginning  with  the 
25th  of  liay,  1920,  an  aggregate  of  about  30,000  open-top  cars  to 
eastern  connections. 

Service  order  No.  3  was  similar  in  character,  but  required  eastern 
carriers  to  deliver  approximately  20,000  serviceable  box  cars,  and 
preferably  cars  owned  by  the  western  carriers,  within  a  period  of 
30  consecutive  days,  beginning  with  the  25th  of  May,  1920. 

Senator  Kenyon.  Your  no  2  contained  a  number  of  specific  in- 
stances of  ordering  one  particular  railroad  to  deliver  to  another ;  ia 
that  so  ? 

Mr.  AiTCHisoN.  Yes;  they  were  specific  in  their  terms,  directed 
against  individual  carriers,  and  telling  how  the  order  should  be 
carried  out.  I  might  say  that  these  orders  have  been  complied  with 
and  that  they  have  been  in  effect  extended  by  the. voluntary  action 
of  the  car-service  commission  of  the  American  Railway  Association 
in  a  series  of  orders  of  their  own,  which  they  are  executing  and 
which  we  are  watching,  with  the  intent  of  getting  the  box  cars  to 
the  West  and  the  open-top  cars  to  the  East,  so  far  as  there  is  a 
surplus  and  glutting  in  one  of  these  territories  and  shortage  in  the 
other. 

Senator  Kenyon.  How  did  the  box  cars  get  to  the  East  and  the  " 
open-top  cars  to  the  West  ? 

Mr.  AiTCHiflON.  The  East  is  the  great  consuming  territory  and  the 
hox  cars  flowed  here  with  products  of  the  West  and  got  tied  up  by 
the  switchmen  strikes,  with  congestions  at  the  ports  and  could  not 
get  back. 

Senator  Kenton.  Did  delays  in  the  switching  yards  have  anything 
to  do  with  it? 
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Mr.  AiTCHisoN.  Without  any  doubt.  The  situation  was  unparal- 
leled in  transportation  history.  With  respect  to  the  accumulation 
of  cars  in  this  eastern  territory,  in  the  current  year,  the  accumula- 
tions generally  throughout  the  country  of  cars  which  were  held — and 
by  the  word  "  accumulations,"  I  mean  cars  which  ought  to  be  un- 
loaded and  going — ^were  approximately  75,000.  By  February  6  that 
number  had  increased  to  approximately  117,000.  Then  it  dropped 
oflf  until  the  2d  of  April  it  was  down  to  about  92.000  or  93,000.  The 
switchmen's  strike  ensued,  and  by  the  16th  of  April  the  accumula- 
tions had  increased  until  they  were  about  287,000  or  288,000  cars, 
threefold  in  a  period  of  14  days. 

Since  that  time  there  has  been  a  steady  decrease  in  the  number  of 
cars  accumulated  with  an  occasional  backset  due  to  unfavorable  labor 
conditions,  until  at  the  end  of  the  month  of  July  the  accumulations 
were  down  to  approximately  90,000,  or  one-third  of  what  they  were 
on  the  16th  of  April,  the  day  following  the  switchmen's  strike. 

Service  order  No.  4  was  a  minor  order  and  yet  had  a  salutary 
general  effect.  The  port  of  Galveston  was  congested  and  had  been 
congested  for  months.  There  were  labor  difficulties,  and  difficulty 
in  matching  up  the  shipping.  The  result  was  that  several  thousand 
cars  accumulated  there,  and  despite  the  best  efforts  of  all  concerned 
the  number  could  not  be  gotten  below  about  2,700.  A  few  miles  away 
there  was  an  elevator  which  was  capable  of  storing  about  300  or  400 
cars  of  grain.  There  were  also  other  elevators  capable  of  storing  a 
certain  amount  of  grain.  There  was  a  great  shortage  of  box-car 
equipment  in  the  Southwest.  There  was  a  crying  demand  for  cars, 
and  at  Galveston  the  cars  were  idle  and  the  warehouses  empty  in 
which  a  certain  number  of  cars  would  be  unloaded ;  but  the  consignees 
were  unwilling  to  unload  the  cars  and  preferred  to  let  them  run  on 
demurrage. 

This  being  brought  to  the  commission's  attention,  we  required  the 
carriers  to  exercise  an  option  in  their  tariffs  to  unload  this  grain  as 
far  as  they  could  into  any  public  or  licensed  warehouse  at  the  cost 
of  the  owner,  and  to  hold  it  at  his  risk  and  liability  and  to  release 
the  cars.  From  what  we  know,  that  had  a  salutary  effect  throughout 
the  country  in  expediting  the  unloading  of  commodities  held  by  the 
shippers. 

ue  organized  aproximately  30  terminal  committees  at  various 
cities,  consisting  of  our  own  inspectors,  borrowed  from  our  Safety 
Appliance  or  Locomotive  Inspection  Department,  because  we  had  not 
time  to  procure  men  through  the  slow  process  of  civil  service  and  had 
to  take  the  men  we  had.  These  gentlemen  acted  as  chairmen.  Asso- 
ciated with  them  were  representatives  designated  by  the  carriers; 
one  representing  shippers  whom  we  designated,  and  a  State  commis- 
sion representative.  Their  particular  problem  was  to  keep  the  «:ate- 
way  open,  and  they  played  a  very  important  part  in  accomplishing 
the  measure  of  relief  which  I  am  prepared  to  demonstrate  has  been 
given  in  this  transportation  situation. 

It  became  apparent  to  us  that  the  territories  which  are  dependent 
upon  transportation  by  the  Lakes  for  its  fuel  were  going  to  be  up 
against  a  public  catastrophe  if  matters  were  allowed  to  drift.  So  by 
a  series  of  peremptory  communications  and  by  the  action  of  certain 
•>ower  which  it  was  charged  at  the  time  was  somewhat  arbitrary  in 
character,  and  which  I  am  prepared  to  admit  partook  of  an  emer- 
gency nature,  the  Lake  cargo  pool  was  reestablished. 
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Our  service  order  No.  5  gave  to  the  coal  which  was  consigned  to 
Mr.  Griggs,  as  manager  of  the  ore  and  coal  exchange,  preference  and 
priority  over  other  coal  consigned  to  these  ports,  and  embargoed  the 
movement  of  coal  to  these  Lake  Erie  ports  for  transshipment  by 
water  except  on  a  permit  and  direction  issued  by  Mr.  Griggs,  who 
was  designated  as  our  agent  for  the  purpose;  which  permit  and  di- 
rection we  required  him  to  issue,  but  which  he  was  to  issue  only  upon 
a  showing  that  the  consignee  would  be  able  to  unload  the  coal  pro- 
posed to  be  transported  and  without  delay  to  the  rail  equipment  and 
without  impeding  the  preference  and  priority  in  the  transportation 
of  the  coal  from  Mr.  Griggs  as  the  manager  of  the  ore  ana  coal  ex- 
change, the  pool. 

Senator  Ken  yon.  Was  he  in  the  coal  business?- 

Mr.  AiTCHisoN.  No.  He  is  a  joint  agent  of  the  carriers  and  of  the 
coal  operators;  and  I  may  say  that  in  my  experience  I  never  have 
known  of  anyone  who  so  unreservedly  possesses  the  confidence  of  so 
many  conflicting  interests  in  an  important  position  out  of  official 
life  as  Mr.  Griggs  seemingly  does.  The  consumers,  producers,  and 
carriers  all  seemed  to  be  perfectly  willing  to  let  nim  continue  to 
handle  the  situation  without  even  any  direction  from  the  commission. 
It  was  also  represented  to  us  that  New  England  was  in  a  critical  posi- 
tion. I  take  it  that  that  situation  has  probably  been  gone  into  be- 
fore the  committee  and  you  understand  what  that  situation  was. 

In  an  endeavor  to  meet  that  situation,  on  the  19th  of  June,  1920, 
we  entered  service  order  No.  6.  Service  order  No.  6  related  to  coal 
which  was  transported  by  rail  to  the  various  transshipment  tidewater 
pool  piers  at  and  north  of  Charleston.  With  respect  to  the  move- 
ment of  such  coal,  it  provided  that  preference  and  priority  should  be 
given  to  coal  consigned  to  James  J.  Storrow,  of  Boston,  as  a  part 
of  a  pool  or  pools  of  bituminous  coal  at  any  such  port  for  transship- 
ment by  water  to  any  New  England  coastwise  destination,  or  con- 
signed, parenthetically  I  might  say,  to  anyone  as  a  part  of  a  pool  or 
pools  of  bituminous  coal  at  such  port  for  transshipment  by  water  to 
any  United  States  coastwise  destination  other  than  New  England. 
So  there  were  two  classes ;  first,  coal  going  to  New  England  when 
consigned  to  Mr.  Storrow  and  the  coal  going  elsewhere  in  the  United 
States  were  on  the  same  plane. 

Mr.  Storrow  was  designated  by  the  governors  of  the  New  England 
States  to  the  commission  as  the  agent  in  whom  they  desired  to  have 
this  privilege  vested. 

The  order  also  provided  that  transportation  and  cars  for  the  trans- 
portation of  this  bituminous  coal  consigned  to  any  of  these  ports, 
either  for  bunkerage  or  for  cargo,  should  be  only  upon  a  permit  or 
direction  issued  by  one  of  the  pool  managers,  who  were  designated  as 
agents  for  the  commission;  and  that  these  permits  and  directions 
should  be  issued  only  upon  a  showing  that  the  destination  of  the 
water  movement  of  the  coal  was  a  United  States  coastwise  point ;  or, 
if  otherwise,  that  the  preference  and  priority  which  was  required  by 
the  order  would  not  be  impeded  by  sucn  movement ;  and,  in  any  event, 
whether  it  was  going  to  New  England  or  otherwise,  that  the  shipper 
or  consignee  would  oe  able  to  unload  the  coal  at  the  port  of  trans- 
shipment without  delay  to  the  rail  equipment. 
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It  >vas  further  ordered  that  the  carriers  should  establish  such  rules 
and  regulations  respecting  the  replacement  of  cars  for  unloading  and 
of  vessels  for  loading  at  such  piers  as  would  cany  out  this  intent  as  to 
preference  and  priority. 

With  respect  to  service  order  No.  6,  I  have  simply  to  say  that 
seemingly  the  effect  of  it  was  not  understood  the  same  way  by  New 
England  interests  as  it  was  clearly  understood  by  the  commission; 
ana  in  consequence  coal  was  not  oifered  to  move  through  the  ports 
named  for  New  Enghmd  consigned  to  Mr.  Storrow.  Therefore,  with 
respect  to  Hampton  Roads,  as  to  which  the  complaint  as  to  export 
centered  primarily  and  through  which  New  England  gets  the  major 
portion  of  her  water  supply  of  coal,  the  order  had  no  effect  to  give 
preference  to  New  England  coal,  because  there  was  no  New  England 
coal  offered  for  shipment  to  which  the  priority  could  attach ;  nor  did 
it  have  any  effect  in  deferring  export  coal,  because  the  domestic  coal 
of  the  character  contemplated  by  the  order  was  not  moving. 

Therefore,  answering  one  of  tlie  questions  which  the  committee  has 
asked  in  its  letter,  I  would  say  that  the  effect  of  service  order  No.  6' 
was  not  directly  to  delay  or  prevent  the  shipment  of  any  coal  foi 
export. 

Service  order  No.  7  was  issued  on  the  19th  of  June,  1920.  It  has 
since  been  amended  by  ser\dce  order  No.  9.  It  had  the  effect  gen» 
erally  of  requiring  common  carriers  by  railroad  which  might  be  des- 
igpated  as  coal-loading  carriers,  for  a  period  of  30  days  beginning 
with  June  21, 1920.  to  furnish  coal  mines  with  open-top  cars  suitable 
for  the  loading  ana  transportation  of  coalj  called  coal  cars,  in  prefer- 
ence to  any  other  use,  supply,  movement,  distribution,  exchange,  inter- 
change, or  return  of  such  coal  cars;  provided  that  such  coal  cars  may 
be  used  in  service  moving  in  the  direction  of  the  mine  or  mines  to  be 
supplied,  on  the  return  movement,  after  the  discharge  of  the  coal 
loading  thereof,  upon  a  route  not  materially  out  of  line  and  to  points 
not  beyond  such  minor  mines. 

It  was  also  provided  that  the  noncoal-loading  carriers  were  au- 
thorized and  required  to  deliver  to  their  connecting  coal-loading  car- 
riers empty  or  loaded  coal  cars  up  to  the  maximum  ability  of  each 
of  the  noncoal-loading  carriers  to  make  such  deliveries,  and  of  each 
such  connecting  coal-loading  carrier  to  receive  and  use  the  coal  cars 
so  delivered  for  the' preferential  purposes  contemplated  by  the  order. 

It  was  further  ordered  that  all  of  the  common  carriers  within 
the  territory  were  authorized  to  discontinue  the  use  of  the  coal  cars 
for  the  transportation  of  commodities  other  than  previously  speci- 
fied in  the  order — that  is,  as  to  coal-loading  carriers — so  long  as  any 
coal  mine  remained  to  be  served  by  it  with  coal  cars ;  after  the  coal 
mines  were  served,  this  provision  manifestly  did  not  apply;  and 
second,  as  to  the  noncoal-loading  carriers,  so  lon^  as  deliveries  of  any 
coal  cars  to  connecting  carriers  were  due  or  remained  to  be  performed 
under  the  terms  of  the  order. 

Then  there  was  a  provision,  effective  June  23,  requiring  the  placing 
of  an  embargo  against  the  receipt  of  coal  of  any  consignee  ana 
against  the  placement  of  coal  cars  for  consignment  to  any  consignee 
who  should  fail  or  refuse  to  unload  coal  placed  for  unloading  within 
24  hours  after  the  placement,  until  all  coal  so  placed  has  been  un- 
loaded by  the  consignee.    But  this  did  not  apply  to  coal  which  was 
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moving  to  pools  as  contemplated  by  the  previous  order  of  the  com- 
mission. 

In  the  meantime  a  most  dangerous  condition  had  been  developing 
with  respect  to  the  public  utilities  of  the  country.  Very  shortly  after 
the  commission  was  asked  to  administer  this  emergency  power,  repre- 
sentations were  made  to  us  w^hich  we  verified  by  our  own  inspection, 
showing  the  desperate  situation  as  to  public  utilities,  for  instance, 
in  the  State  of  Ifichigan.  There,  certain  utilities  had  been  compelled 
to  close  for  as  long  as  eight  days. 

About  that  time,  we  received  most  urgent  calls  from  the  mayor 
of  St.  Paul  and  the  People's  Gas  &  Coke  Co.  of  Chicago.  The  situa- 
tion on  the  Atlantic  seaboard  became  critical,  and  public  utilities  in 
Xew  York  induced  the  New  York  Public  Service  Commission  for  the 
First  District  to  request  the  issuance  of  a  general  priority  order  for 
public  utility  coal. 

It  has  been  and  it  is  our  policy,  as  far  as  possible,  to  abstain  from 
the  issuance  of  preference  and  priority  orders,  because  preference 
and  priority  implies  that  some  one  has  to  be  deferred  and  that  some 
traific  is  going  to  move  only  as  deferred  or  will  not  move  kt  all.  We 
felt  that  it  was  not  desirable  at  that  time  to  issue  a  general  priority 
for  public  utility  coal,  as  was  asked  by  the  utility  interests.  I  made 
personal  investigation  of  some  of  these  cases  and  I  found  that  some 
of  the  great  utilities  in  the  country  were  down  where  they  had  coal 
for  but  a  few  hours.  The  situation  which  would  exist  if  they  were 
permitted  to  cease  operation  would  be  beyond  a,ll  possible  descrip- 
tion. If  New  York  City's  public  utilities,  for  instance,  should  be 
completely  without  coal  for  24  hours,  I  can  conceive  of  no  greater 
calamity,  except  as  that  condition  should  be  continued  and  become 
aggravated.  1  do  not  think  it  is  too  much  to  say  that  public  law  and 
order  and  the  preservation  of  society  depend  to  a  considerable  extent 
upon  the  public  utilities  being  kept  supplied  with  coal  for  their  cur- 
rent use. 

It  appeared  that  the  Philadelphia  Electric  Co.,  which,  by  the  way, 
consumes  one  five-hundredth  oi  the  bituminous  coal  ot  the  United 
States,  had  but  24  or  25  hours  supply  of  coal  on  hand.  My  per- 
sonal investigation  showed  that  every  effort  had  been  made  to  ouy 
coal  in  the  open  market.  It  could  not  be  had.  We  therefore  issued 
Service  Order  No.  8,  which  had  the  effect  of  setting  aside  the  mine 
allotments  to  certain  specifically  named  mines  and  providing  that 
they  might  have  additional  cars  for  the  purpose  of  transporting  ap- 
proximately 12,000  tons  of  bituminous  coal,  about  four  days  supply^ 
to  the  Philadelphia  Electric  Co. 

As  has  been  stated  by  the  chairman,  a  hearing  was  had  with  re- 
spect to  the  effect  of  Service  Order  No.  7,  before  division  6  of  the 
commission.  The  matter  was  gone  into  with  great  care.  All  interests 
were  represented  and  made  their  statements  to  us  under  oath  during 
a  hearing  lasting  some  three  days.  We  had  several  thousand  com- 
munications with  respect  to  the  same  subject  from  persons  who  were 
not  repi-esented  and  were  not  heard.     The  result  was  that  on  the 

13th  of  July,  1920,  we  modified  and  supplemented  our  Service  Order 

No.  7,  which  you  will  recall  was  the  one  which  gave  preferential 

use  to  coal  for  coal  cars ;  and  may  I  stay  that  I  omitted  to  call  atten- 
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tion  to  the  very  important  fact  that  Service  Order  No.  7  applied 
only  to  the  carriers  east  of  the  Mississippi  Eiver. 

Service  Order  No.  9  also  applied  only  to  the  carriers  east  of  the 
Mississippi  Eiver.  It  released  from  the  operation  of  that  order  all 
coal  cars  of  the  type  known  as  flat-bottom  gondolas  with  sides  less 
than  36  inches  in  height,  inside  measurement,  and  cars  which  were 
equipped  with  racks,  and  also  cars  which  on  June  19,  1920,  had  been 
definitely  retired  from  service  for  the  transportation  of  coal  and 
stenciled  or  tagged  for  other  service.  I  do  not  know  the  exact 
number  of  cars  which  were  so  released,  but  it  probably  was  from 
sixty  to  sixty-five  thousand — probably  65,000. 

We  also  extended  the  embargo  feature  of  Service  Order  No.  7  so 
that  it  applied  to  the  shipper  who  was  using  a  coal  car  in  the  re- 
verse direction  toward  the  mine.  We  provided  that  until  August  19, 
1920,  to  the  extent  that  might  be  necessary  in  order  that  public 
utilities,  including  street  and  interurban  railways,  electric  power 
and  lighting  plants,  gas  plants,  ice  plants,  water  and  sewer  works, 
also  hospitals,  schools,  and  other  public  institutions,  might  be  kept 
supplied  with  coal  for  current  use,  but  not  for  storage,  the  common 
carriers  in  this  eastern  territory  might  place  and  assign  cars  to  coal 
mines  for  the  transportation  of  such  coal  in  addition  to  and  without 
regard  to  the  existing  ratings  and  distributive  shares,  provided  that 
such  coal  should  not  be  subject  to  reconsignment  except  to  other  in- 
stitutions of  a  like  kind ;  and  provided  that  none  of  these  cars  should 
be  so  placed  without  a  written  application  therefor  to  the  public 
utility,  concurred  in  by  the  delivery  railroad,  showing  the  facts  as  to 
the  necessity  for  such  coal  for  current  use,  in  order  that  the  ap- 
plication might  continue  in  daily  operation  and  providing  that  a 
written  report  of  the  cars  placed  should  be  promptly  made  to  the 
Interstate  Commerce  Commission  by  the  railroad  placing  the  cai-s. 

Further  informal  hearings  were  held  with  respect  to  the  applica- 
tion of  certain  of  the  industries  for  an  enlargement  of  the  exception 
from  service  orders  Nos.  7  and  9,  and  the  result  was  an  amendment  to 
service  order  No.  0,  entered  on  the  29th  of  July,  1920. 

Senator  Kenton.  Who  appeared  for  the  various  industries  ? 

Mr.  Attchison.  The  steel  people  were  the  principal  movers — steel 
and  pipe — Mr.  Belsterling  appearing  for  numerous  steel  industries. 
Mr.  Townsend  appeared  for  the  National  Tube  Co.  There  were 
several  pages  of  appearance.s  of  this  soit — Mr.  Welch  for  the  Ameri- 
can Petroleum  Institute,  Mr.  Sheffield  for  the  Stan^lard  Oil  Co. 
Several  other  refining  companies  were  represented. 

The  result  was  that  the  minimum  height  was  extended  so  as  to 
include  cars  which  were  38  inches.  This  had  the  effect  of  releasing 
approximately  15,000  more  cars.  Less  than  38  inches  is  now  the 
minimum. 

Mr.  Miller.  May  I  interrupt?  How  many  cars  were  released  by 
this  amendment  of  the  29th  of  July  ? 

Mr.  AiTCHisoN.  Approximately  15,000. 

Service  order  No.  5,  it  will  be  recalled,  was  designed  to  give  a 
preference  in  coal  which  moved  to  Lake  Erie  ports  for  transship- 
ment to  other  points,  including  Canada,  as  well  as  the  head  of  the 
Lakes.  It  did  not  have  the  desired  effect.  I  have  my  own  ideas, 
which  I  think  are  well  substantiated,  as  to  why  this  coal  did  not 
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move  to  the  head  of  the  Lukes — why  it  was  not  offered,  ily  own 
judgment  is  that  one  very  considerably  contributing  cause  was  the 
fact  that  the  interests  at  the  head  of  the  Lake  did  not  enter  into  bind- 
ing contracts  for  the  cogl  early  enough. 

To  illustrate,  in  testimony  produced  before  the  commission  in  a 
formal  hearing  it  was  testified  as  late  as  July  1  that  the  railroads 
which  derive  their  coal  from  the  head  of  the  Lakes  had  not  entered 
into  any  binding  orders  for  coal.  Of  course,  if  coal  is  not  offered 
it  could  not  move.  That  was  not  the  entire  cause,  but  I  am  con- 
vinced is  was  a  cause,  one  of  the  causes  of  the  shortage  in  the  move- 
ment of  coal  to  the  head  of  the  Lakes. 

The  Chairman.  Has  it  ever  been  suggested  that  the  coal  was  held 
back  for  higher  prices  or  speculation? 

Mr.  AiTCHisoN.  Senator,  I  haven't  any  doubt  of  it.  There  has  been 
the  greatest  crossing  of  orders  and  double-crossing  of  orders  and 
double-crossing  of  consignees  and  those  who  had  contracts  for  the 
last  90  days  that  I  have  ever  known  about  in  my  business  experience. 
That  is  abundantly  established. 

The  Chairman.  It  would  seem  so  to  me,  from  information  that  has 
come  in  here. 

Mr.  AiTCHisoN.  Why,  we  have  moved  the  coal.  It  has  been  moved 
and  has  been  distributed  in  such  quantities  that  there  ought  not  to 
be  occasion  for  a  panic.  But  there  has  been  the  excuse  of  car  short- 
age and  there  has  been  the  excuse  of  labor  troubles.  The  residt  has 
been  that  certain  unscrupulous  mine  owners,  I  have  no  doubt,  and 
perhaps  certain  brokers  who  have  had  contracts  with  railroads,  with 
construction  companies  of  one  kind  and  another,  industries,  and  with 
the  wholesalers  and  retailers  in  coal,  have  deliberately  withheld  fill- 
ing their  contracts  in  order  that  they  might  have  coal  on  the  spot 
market.  So  that,  when  A  who  has  a  contract  with  X  to  deliver  him 
coal  at  a  low  price,  goes  to  X,  X'has  told  him,  "  I  am  sorry  I  can  not 
supply  you.  I  can  not  get  the  cars."  So  A  goes  to  Y  and  gets  his 
coal  either  directly  or  through  a  broker  at  a  higher  price.  Y  has  had 
a  contract  with  B  and  when  B  has  tried  to  hold  him  to  his  contract, 
Y  has  said,  "  I  am  sorry,  but  I  can  not  get  the  cars,"  and  so  B  has  been 
compelled  to  go  to  X  and  get  his  coal,  either  directly  or  to  a  broker. 
That  is  what  I  mean  by  double-crossing. 

Senator  Kenyon.  You  think  there  has  not  been  a  real  car  short- 
age? 

Mr.  AiTCHisoN.  I  think  that  there  has  relatively  been  a  car  short- 
age. 

Senator  Kenyon.  And  manipulated,  too,  has  it?  Do  you  think  it 
has  been  manipulated? 

Mr.  AiTCHisoN.  I  do  not  want  to  make  any  charge  of  that  sort,  but 
one  thing  I  noted  in  the  opening  statement  of  the  chairman  was  his 
reference  to  transportation  inadequacy,  and  I  was  expecting  to  bring 
up  the  question  as  to  whether  that  meant  an  absolute  inadequacy  or 
relative  inadequacy.  I  will  have  some  figures  on  that,  if  tne  com- 
'nittee  desires  to  have  a  full  showing  of  what  we  have  moved  in  this 
country  in  this  time  of  stress. 

The  Chairman.  Commissioner,  what  I  had  in  mind  was  this,  and 
ou  referred  to  it  a  moment  ago :  It  seemed  that  the  coal  was  a  month 
ate  in  getting  to  the  Lake  ports. 
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Mr.  AiTCHisoN.  More  than  that.    It  has  not  caught  up  yet. 

The  Chairman.  Was  the  sea.son  late  or  were  the  people  late  in 
ordering  coal? 

Mr.  AiTCHisoN.  Both  of  them. 

The  Chairman.  Do  not  the  coal  operators  control  the  docks  at 
Cleveland  and  other  Lake  ports? 

Mr.  AiTCHisoN.  Well,  there  is  a  good  deal  of  community  of  inter- 
est. I  have  figures  on  that,  if  you  want  to  go  into  that,  showing  that 
out  of  the  12,000.000  tons,  as  I  recall  it.  which  had  been  ordered  up  to 
the  time  of  this  hearing  in  July  of  ours,  how  much  was  from  dock 
companies  which  were  affiliated  with  mines  and  how  much  from 
independents.  But  there  is  to  a  very  considerable  extent  community 
of  interest  between  dock  companies  and  mines. 

The  Chairman.  Are  the  dock  companies  at  the  receiving  point  the 
owners  of  the  docks  at  the  unloading  point  too,  at  the  Great  I?akes? 

.Mr.  AiTCHisoN.  I  will  ask  the  assistant  director  at  our  bureau  of 
service,  Mr.  Quirk,  to  answer  that. 

Mr.  Quirk.  In  some  instances  there  may  be  some  community  of 
interest.    I  am  not  sure  as  to  that. 

The  Chairman.  And  the  vessels  plying  between  these  ports,  are 
they  owned  by  the  docking  interests? 

Mr.  Quirk.  Some  of  them.    ^ 

The  Chairman.  And  some  independents? 

Mr.  QxHRK.  And  some  independents. 

The  Chairman.  But  what  1  can  not  understand  is  the  reason  why 
we  had  this  delay  in  the  spring  in  getting  coal  up  to  the  Lake. 

Mr.  AiTCHisoN.  There  are  lots  of  us  who  would  like  to  know  that. 

The  Chairman  (continuing).  Which  seems  to  have  caused  all  this 
trouble. 

Mr.  ArrcHisoN.  Lots  of  us  would  like  to  know  that. 

The  Chairman.  Whether  it  was  Jiolding  back  for  better  prices  or 
higher  prices,  speculation  or  what? 

Senator  Kenton.  Have  you  any  theory  about  that  ? 

Mr.  AiTCHisoN.  I  have  some  figures  about  that,  but  not  here,  un- 
fortunately. We  asked  some  of  our  examiners  of  accounts  to  ^o 
over  and  interview  the  dock  companies  at  Cleveland;  and  the  dock 
companies  in  a  verjr  commendable,  broad-minded  spirit,  expedited 
our  work  by  permitting  our  examiners  to  look  over  their  books.  We 
verified  this  statement  that  a  much  greater  percentage  of  the  coal 
from  the  territory  which  supplies  the  Lakes  went  elsewhere  during 
the  early  part  of  the  season  than  normally  had  gone  elsewhere; 
something  like  three  times  the  amount,  as  I  recall  it.  In  other  words, 
only  about  a  third  of  the  proportion  of  the  coal  which  in  former 
vears  had  gone  to  the  Lakes  during  that  early  period  went  to  the 
Lakes.    It  went  elsewhere.    It  was  mined. 

Dr.  Johnson.  May  I  ask  whether  the  coal  that  would  have  gone 
to  the  Lakes  would  have  gone  under  contracts  reauiring  the  operators 
to  accept  a  comparatively  low  price  for  the  coal? 

Mr.  ArrcHisoN.  Prof  .Johnson,  T  am  sorry  that  I  can  not  answer 
that  categorically.  There  are  all  kinds  of  disputes  when  you  come 
to  this  matter  of  contracts.  I  have  a  most  circumstantial  list  of  con- 
tracts which  are  said  to  have  been  made  for  movement  to  the  Lakes, 
for  the  upper  Lakes,  and  yet  I  have  heard  the  authenticity  of  this 
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disputed  by  those  who  say  that  the  contracts  are  covered  up  with  all 
sorts  of  qualifications  and  the  like.  These  are  transactions  between 
private  parties.  The}'  are  not  subject  to  our  inspection  except  as 
people  are  willinp:  to  let  us  go  into  them.  I  may  sa}'.  in  all  candor, 
that  I  have  had  the  idea  in  this  emergency  that  the  thing  for  the 
commission  to  do  was  to  try  to  move  the  coal  re<^ardless  of  what  par- 
ticular individual  had  the  good  fortune  to  be  able  to  supply  it  or  not. 
Of  course,  we  want  to  do  justice  and  equality;  but  the  primary  thing 
to  do  in  a  time  of  famine  is  to  see  that  people  are  fed  and  that  is  what 
we  have  tried  to  do.  So  I  have  not  been  able  to  run  down  these  in- 
terestiiig  and  important  questions. 

The  Chairman.  I  notice  you  have  facilities  to  get  information  pos- 
sessed by  few  of  the  other  departments  of  the  Government.  I  know 
you  are  getting  information  wherever  you  can.  But  what  stumped 
me,  and  that  is  in  line  with  the  example  you  cited  between  A,  B,  X, 
and  Y,  is  the  situation  with  respect  to  the  public  utilities.  We  had  a 
witness  a  day  or  two  ago  who  testified  that  one-third  of  the  coal 
purchased  by  the  public  utilities  in  New  York  was  spot  coal,  while 
they  had  contracts  for  all  of  their  needs.  Of  course  for  that  coal 
they  were  compelled  to  pay  three  or  four  times  as  much  as  their 
contract  price.  The  coal  was  here,  and  the  coal  was  here  in  cars. 
They  could  get  the  coal.  Wasn't  it  possible  for  some  governmental 
authority  to  have  some  control  over  that  and  put  their  hands  on  it? 

Mr.  ArrcHisoN.  I  think  that  is  what  we  have  courts  for^jSenator. 
It  is  a  simple  proposition  in  my  mind.  I  subscribe  to  the  Washing- 
ton Post.  It  IS  delivered  at  my  door  every  morning.  If  the  route 
agent  omits  to  deliver  a  paper  to  me,  our  girl  goes  out  and  buys  the 
paper,  and  at  the  end  of  the  month  she  deaucts  what  she  has  to  pay 
for  that  paper  from  the  route  agent's  bill. 

Senator  Kenyon.  Do  you  think  you  could  work  that  with  the  coal 
companies?    - 

Mr.  ArrcHisoN.  I  assume,  Senator,  that  they  are  either  responsible 
and  answerable  in  damages  or  that  they  are  not.  In  view  of  the 
irreparable  injury  that  would  follow,  somebody  ought  to  at  least 
inquire  whether  a  court  of  equity  woula  not  have  jurisdiction  to  is6ue 
a  mandatory  injunction  to  compel  the  observance  of  the  contract, 
although  courts  ao  not  like  to  do  that.  But  there  are  public  interests 
involved  here. 

I  do  not  conceive  that  it  is  the  duty  of  the  Interstate  Commerce 
Conunission  to  enforce  contracts  between  private  individuals,  one  to 
sell  and  the  other  to  buy.  It  seems  to  me,  speaking  as  an  individual, 
that  it  is  as  much  in  the  public  interest  that  the  man  who  has  not  a 
contract  should  be  able  to  go  out  and  buy  in  the  spot  market  as  it 
is  that  the  man  who  has  a  contract  should  be  supplied.  I  can  not 
distinguish  in  my  own  mind,  when  it  comes  to  tne  enforcement  of 
the  interstate  commerce  act,  between  them,  and  I  try  to  secure 
equality  of  movement  and  keep  everybody's  traffic  going. 

Senator  Kenton.  Priority  in  itself  is  inequality  of  treatment. 

Mr.  ArrcHisoN.  It  is  ine|q[uality  of  treatment,  but  it  is  inequality 
of  treatment  which  has  this  justification,  namely,  the  movement  of 
the  greatest  amount  of  traffic. 

It  appeared  clearly  the  middle  or  latter  part  of  July,  that  our  serv- 
ice order  No.  5  was  not  having  the  effect  of  increasing  the  amount 
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of  coal  going  to  the  Lakes.  It  only  distinguished  as  between  coal 
which  went  there  for  transshipment  and  that  which  goes  to  Mr. 
Griggs,  which  should  get  the  priority. 

It  has  been  thought  at  the  time  that  that  order  was  entered  that 
it  would  be  sufficient,  but  it  seems  that  more  drastic  remedy  was 
necessary.  Therefore,  conferences  were  held  between  the  operators 
and  carriers  and  the  purchasers;  and  the  result  was  that  the  three 
interests  laid  before  us  a  completed  program  whereby  from  a  specific 
district  coal  should  move  in  a  given  volume,  aggregating  4,000  cars 
a  day,  for  this  Lake  territory.  The  operators,  speaking  through 
their  committee,  professed  their  willingness  to  see  that  their  part 
of  the  program  was  carried  out.  The  carriers  said  that  from  a  trans- 
portation standpoint  it  was  possible  and  desirable  and  was  the  only 
way  whereby  this  section  could  get  the  coal  that  it  must  get,  or  it 
would  not  get  it  at  all.  The  consumers  undertook  to  make  the  ar- 
rangements which  would  get  the  coal.  The  result  was  our  service 
order  Xo.  10,  under  date  of  the  20th  of  July,  1920,  which  had  this 
eifect,  within  the  designated  territory:  That  the  common  carriers 
named  were  required  to  give  preference  and  priority  in  the  supply  of 
cars  for  and  in  the  transportation  of  bituminous  conl  consigned  to 
the  Ore  &  Coal  Exchange  at  any  Lake  Erie  port  for  transshipment 
by  water  as  a  part  of  a  pool  and  to  embargo  other  cars  moving  to 
any  other  consignee  or  destination  in  general. 

You  see,  service  order  Xo.  5  was  special  in  application  as  to  the 
preference,  but  this  was  general.  It  provided  that  the  order  shall 
not  apply  to  coal  loaded  in  cars  furnished,  supplied,  or  assigned  under 
any  order  or  direction  "hereinbefore"  or  hereafter  entered  by  the 
commission.  The  word  "hereinbefore"  was  a  typographical  error. 
It  should  have  been  "heretofore,"  and  was  so  changed  by  supple- 
mental order  of  the  commission.  It  provided  further  that  if  any 
shij)pers  in  this  territory  had  on  any  given  day  filled  their  supply 
of  the  cars  for  the  Lakes,  they  were  at  liberty  to  use  the  remainder 
of  their  cars  as  they  chose.  It  was  provided  that  this  coal  should 
not  be  subject  to  reconsjgnment  except  on  a  permit  issued  bj'-  Mr. 
Griggs,  showing  that  the  coal  would  go  to  a  Lake  port  or  ports. 

Senator  Kenton.  What  was  the  general  average  movement  of 
the  cars  ? 

Mr.  AiTCHisoN.  That  depends  on  the  carrier.  I  do  not  know.  I  do 
not  think  I  have  ever  seen  any  figures  as  to  the  carriers  as  a  whole. 

Senator  Kenton.  But  the  average  of  all  their  cars  was  around 
24  miles? 

Mr.  AiTCHisoN.  They  are  getting  closer  toward  30. 

Senator  Kenton.  The  railroads  are  making  an  effort  to  get  up 
to  30? 

Mr.  AiTCHisoN.  Without  any  question.  I  will  have  some  move- 
ment statistics  as  to  the  volume  of  business  that  is  being  done  in 
the  country  right  now. 

Senator  Kenton.  I  understand  that  the  difference  of  1  mile  a  day 
would  increase  the  run  of  cars  900,000  a  year. 

Mr.  AiTCHisoN.  That  is  true.  One  thing  to  do  is  to  increase  move- 
ment. 

Senator  Kenton.  That  is  a  very  important  thing. 

Mr.  AiTCHisoN.  It  is. 
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Mr.  Miller.  Hasn't  the  average  been  about  2:i  and  24  miles  up  to 
recently  at  least '( 

Mr.  AiTcnisoN.  Mr.  Willard  testified  before  us  on  the  8th  of  July, 
and  I  accept  him  as  an  authority  in  the  absence  of  looking  up  anv 
figures  myself,  that  the  highest  mileage  per  car  made  on  the  Ameri- 
can railroads  was  in  1916,  they  made  an  average  of  26^^,  call  it  27; 
in  1918  the  average  was  24  miles  and  a  fraction;  in  1919,  23.1.  Of 
course,  that  doesn't  mean  ot  a  particular  car,  you  understand,  Sen- 
ator, but  that  is  the  average  on  all  of  the  cars,  including  those  that 
are  u\  the, shops  and  wrecks  and  set  for  unloading  and  everything 
else. 

Senator  Kenyon.  Including  those  on  the  side  tracks? 
Mr.  AiTCHisoN.  Pherything. 
Senator  Kenyox.  What  about  loading? 

Mr.  AiTCHisoN.  Inasmuch  as  the  number  of  cars  has  not  greatly 
increased  in  the  last  few  years,  I  doubt  whether  since,  say,  1916, 
there  has  been  any  apprecial)le  increase  in  the  loading  capacity. 

Senator  Kenyox.  The  article  that  I  read  in  the  newspaper  as  to 
statistics  furnished  to  the  commission  mentioned  something  about 
32  per  cent  of  empties? 

Mr.  ArrcnisoN.  The  empty  movement  is  oftentimes  necessary,  or 
else  we  would  get  the  cars  down  at  one  end  of  the  country,  't'hey 
would  all  be  on  the  Xew  Haven  if  you  ^ave  them  time  enouirli.  With 
respect  to  the  amount  of  loading.  Senator,  up  to  the  present  time, 
unquestionably  commercial  necessities  have  had  quite  a  little  to  do 
with  the  amount  of  minimum  provided.  To  illustrate :  The  Board  of 
Railroad  Commissioners  of  Iowa,  at  one  time  appeared  before  us 
and  very  strenuously  resisted  the  attempt  to  increase  the  minimum 
on  grain  products,  because  of  commercial  conditions,  the  inability 
of  particular  communities  to  absorb  the  amount  of  traffic  which 
might  physically  he  loaded  into  a  car.  Eight  now  we  are  having 
some  bitter  protests  coming  into  us  asrainst  the  maintenance  of  the 
60,000  minimum  on  grain  products,  which  has  been  maintained  as  a 
hangover  from  war-time  conditions. 
Senator  Ken yon.  Those  going  from  Iowa  ? 

Mr.  AiTCHisoN.  Well,  if  they  aren't  going  from  Iowa,  I  would  be 
surprised,  because  they  are  pretty  general.  Mr.  Willard's  testimony 
was  to  the  effect  that  the  increasing  of  the  average  mileage  1  mile 
per  day  would  add  approximately  100,000  cars  effectively  to  the 
service. 

Senator  Kenyon.  Of  course  the  more  prompt  the  loading  and  the 
more  prompt  the  unloading  would  particularly  help  this? 

Mr.  AiTCHisoN.  Those  are  things  which  reflect  themselves  in  the 
average  miles  per  day.  Now,  I  think  that  the  result  of  service  order 
No.  10  with  respect  to  the  Lake  movement  has  justified  the  order.  It 
has  not  gotten  up  through  the  4,000  per  day  yet,  but  candidly  I 
didn't  think  it  would:  I  thoucfht  Mr.  Willard  and  these  other  gentle- 
men were  unduly  optimistic  in  thinking  that  it  would  be  possible  to 
carry  out  such  a  program,  but  whereas  the  dumping  was  running 
along  1,600  to  2,000,  it  is  now  running  up  to  as  high  as  3,400  cars  a 
day  at  the  Lakes.  A  similar  order  has  been  issued  to  take  care  of  the 
New  England  situation,  service  order  No.  11. 

Senator  Kjinyon.  Have  any  orders  been  issued  west  of  the  Mis- 
sissippi River? 
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Mr.  AiTCHisoN.  No;  principally  New  England  and  the  Great 
I-*akey.  There  is  trouble  in  the  South,  though  not  as  markedly.  The 
West  has  been  pretty  well  taken  care  of,  for  this  reason  among  others, 
that  they  had  too  many  coal  cars.  It  has  not  been  necessary  to  make 
these  restrictions  run  west  of  the  river. 

Senator  Kenyon.  They  have  too  many  coal  cars  to  move  grain  and 
not  enough  grain  cars. 

The  .Chairman.  And  they  kept  all  the  eastern  coal  cars,  too,  didn't 
they  ? 

iVIr.  AiTCHisoN.  Well,  we  have  been  getting  them  back. 

Senator  Kenyon.  They  get  most  everything  they  need. 

Mr.  AiTCHisoN.  Why,  Senator,  it  is  a  singular  thing  that  at  the 
very  time  when  we  were  meeting  with  delegations  from  certain  of 
the  Western  States  begging  us  to  use  every  effort  that  we  could  to 
get  them  cars  to  move  their  grain  that  they  were  sending  telegrams 
several  hundred  words  long  from  their  governors  protesting  against 
surplus  open-top  cars  being  taken  out  of  their  territory  and  brought 
to  tne  East  and  used  for  coal  purposes,  because  they  wanted  to  build 
roads. 

Senator  Kenyon.  WeU,  they  got  a  situation  out  there  now  that  is 
pretty  bad,  that  one  crop  hasn't  entirely  been  moved  and  the  other 
crop  IS  coming  in.  They  couldn't  get  any  substantial  number  of  cars. 
Do  you  think  that  situation  is  improving  in  the  Middle  West? 

Mr.  AiTCHisoN.  We  had  a  hearing  the  other  day,  prompted  by  a 
number  of  Congressmen  and  members  of  the  public  utility  and  rail- 
road commissions  from  the  Northwestern  States  desiring  to  be  heard 
upon  their  troubles,  and  it  seemed  to  cause  some  surprise  when  we 
showed  them  that  within  a  period  of  two  weeks  we  had  increased  the 
number  of  box  cars  in  their  territory  from  five-sevenths  of  the  total 
ownership  on  the  roads  there  to  six-sevenths ;  in  other  words,  within 
two  weeks  the  available  box-car  supply  increased  one-sixth.  That 
was  still  increasing. 

Senator  Kenyon.  How  many  cars  was  that  ? 

Mr.  AiTCHisoN.  I  can't  say ;  I  don't  know.    I  can  look  it  up  for  you. 

Senator  Kenyon.  Oh,  never  mind. 

Mr.  AiTCHisoN.  Now,  I  don't  say  that  we  are  not  going  to  have 
troubles,  and  plenty  of  them,  in  handling  the  grain  situation.  That 
is  the  next  most  critical  thing,  just  as  lor  the  present  we  had  the 
coal  situation  now  pretty  well  in  hand.  This  and  the  refrigerator 
situation  are  goin^;  to  bother  us  next. 

Service  order  No.  12  was  issued  the  10th  day  of  August  and  ex- 
tended the  effect  of  service  order  Nos.  7  and  9,  90  days  from  the  21st 
of  June,  1920.  One  thing  which  developed  in  the  course  of  our  inves- 
tigation into  this  subject  was  touched  upon  in  Senator  Calder's  last 
letter  to  me,  namely,  the  reconsignment  of  cars.  It  was  alleged  that 
there  was  an  abuse  in  reconsigning.  That  was  disputed,  but  it 
seemed  to  us  to  be  well  established.  The  result  was  that  we  recom- 
mended to  the  carriers  that  they  give  intensive  study  to  their  terri- 
tories with  a  view  of  making  appropriate  corrections  which  would 
avoid  the  abuse  of  the  reconsignment  privilege.  The  committee  has 
raised  the  question  as  to  why  we  didn't  exercise  our  mandatory 
powers  in  that  regard.  If  we  had  used  our  mandatory  powers,  it 
would  have  been  necessary  for  us  to  have  complied  with  the  interpre- 
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tations  of  the  law  looking  up  to  the  issuing  of  a  valid  order.  These 
are  privileges  offered  to  the  shipper  as  a  part  of  the  public  rates 
of  the  carrier. 

It  would  have  been  essential  for  us  to  have  instituted  an  investiga- 
tion upon  our  own  motion,  to  have  brought  these  carriers  in  as  parties 
and  given  them  their  constitutional  right  to  have  been  heard,  to  have 
entered  our  order  and  to  have  allowed  the  statutory  period  to  have 
•elapsed  before  the  order  would  become  effective  and  would  require 
them  exactly  what  we  recommended  they  do,  namely,  make  a  change 
in  their  tariffs.  Now,  the  carriers  are  not  in  the  position  at  the  pres- 
ent time  that  they  can  ignore  a  suggestion  from  the  commission  of 
this  kind.  It  is  taken  as  tantamount  to  a  declaration  of  policy.  They 
made  haste  to  come  to  us  with  proposals  looking  toward  elimination 
-of  objectionable  features  in  their  tariff  with  respect  to  reconsignment. 
We  studied  these  over,  we  wQre  favored  by  the  advice  of  a  committee 
•of  the  National  Industrial  Traffic  League  and  the  upshot  of  it  was 
that  we  issued  our  sixth  section  order  permitting  them  to  put  in  on 
very  short  notice  amendments  to  the  reconsignments  rules  and  penalty 
charges  and  I  understand  these  tariffs  are  being  filed. 

This  is  exactly  the  procedure  which  was  followed,  except  the  initial 
suggestion  from  the  commission,  in  our  Ex  Parte  74,  the  general  rate 
investigation,  where  we  permitted  the  increase  of  $1,500,000,000  a 
jear  in  round  numbers  in  freight  and  passenger  charges.  There  was 
BO  order  entered  there  except  a  sixth-section  order  permitting  the 
filing  of  the  tariffs  on  short  notice,  and  an  order  vacatingany  other 
orders  of  the  commission  that  might  stand  in  the  way.  This  is  the 
customary  way  of  doing  this  same  thing  quickly. 

Senator  Kenyon.  I  think  you  have  quite  covered  if  the  order  is 
•carried  out. 

Mr.  ArrcHisoN.  Well,  it  is  being  carried  out  as  rapidly  as  can  be. 
Now,  I  have  some  figures  on  the  amount  of  coal  which  has  been  held 
or  is  being  held.  The  committee  asked  me  to  develop  them.  This  is 
a  statement  which  was  prepared  for  us  by  tlie  Car  Service  Commis- 
sion of  the  American  Railway  Association.  You  understand  that  we 
act  in  close  cooperation  witn  them,  because  we  believe  that  is  the 
ouickest  and  easiest  way  to  get  results  right  now,  but  everything 
tnat  they  do  is  subject  to  check  and  verification  by  us.  The  cars 
lield  with  coal  on  lines  as  of  August  5,  1920,  in  excess  of  the  ability 
to  dispose  of  quickly  aggregate  18,050.  Of  these  18,050  cars,  643 
were'held  for  reconsignment.  The  statement  does  not  cover  all  of  the 
railroads  in  the  United  States,  but  just  the  important  railroads  east 
of  the  Mississippi  Biver. 

Mr.  Miller.  How  many  is  your  total  ? 

Mr.  AiTCHisoN.  18,050.  This  does  not  include  lines  west  of  the 
Mississippi  River. 

Senator  Kenyon.  The  people  west  of  the  Mississippi  River  seem  to 
be  excluded  from  everjrtning. 

Mr.  AiTCHisoN.  I  don't  think  that  there  is  any  particular  abuse 
there,  Senator;  but  when  we  get  word  from  responsible  State  au- 
thorities, from  our  own  inspectors,  showing  no  particular  trouble 
with  respect  to  coal  in  that  territory,  I  am  glad  to  exclude  it  from 
my  consideration  and  not  impose  restrictions  on  its  traflSc. 
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Senator  Kenton.  They  don't  complain  as  much,  perhaps,  as  East- 
ern States. 

Mr.  AiTCHisoN.  Now,  Senator,  that  covers  the  service-order  situ- 
ation to-day. 

The  Chairman.  The  number  of  cars  held  for  reconsignment^ 
which  you  say  there  is  600-odd,  doesn't  that  strike  you  as  a  very 
small  number?     It  is  a  verv  small  number,  isn't  it? 

Mr.  AiTCHisoN.  Yes.  For  instance,  m  the  Pocahontas  district, 
that  is  a  district  that  is  served  by  the  Norfolk  &  Western  and  the 
Chesapeake  &  Ohio  and  the  Virginia  railroad ;  none  are  shown. 

Mr.  Miller.  I  have  a  letter  here  from  the  American  Eailroad  As- 
sociation which  says — dated  the  5th  of  August — which  says  "  at  the 
present  time  our  records  as  of  July  23  show  that  there  is  a  total  of 
3,270  held  on  all  lines  for  reconsignment." 

Mr.  AiTCHisoN.  What  date  was  that? 

Mr.  Miller.  The  5th  day  of  August. 

Mr.  Quirk.  All  freight.    This  is  coal. 

Mr.  AiTCHisoN.  The  Senator  asked  for  coal,  and  it  was  necessary 
to  get  a  special  report,  because  the  available  statistics  did  not  sepa- 
rate cars  held  as  ^between  commodities.  It  was  necessary  to  get  a 
special  report. 

The  Chairman.  Your  letter  is  "  all  commodities,"  Mr.  Miller. 

Mr.  Miller.  Why,  it  isn't  clear  to  me  just  what  it  is. 

Mr.  AiTCHisoN.  I  want  to  take  occasion,  if  the  committee  is  in- 
terested in  the  subject,  to  attempt  to  go  into  the  question  as  to 
whether  there  was  an  absolute  or  a  relative  inadequacy  of  transporta- 
tion facilities. 

Mr.  Miller.  May  I  ask  a  question.  Senator,  before  you  leave  that 
point?  Six  hundred  and  fifty-three  cars  for  reconsignment  was  the 
figure,  was  it  not? 

Mr.  AiTCHisoN.  Eight  hundred  and  forty-three  of  coal  on  one  day. 

Mr.  Miller.  That  doesn't  cover  anything  on  reconsignment  in 
transit. 

Mr.  AiTCHisoN.  Held  for  reconsignment,  that  is  stopped.  There  is 
no  way  of  telling  whether  the  car  is  for  reconsignment  if  moving. 
It  can  be  reconsigned  in  transit. 

Mr.  Miller.  There  is  no  way  of  getting  at  that  figure — ^how  large 
a  figure  that  would  be. 

Mr.  AiTCHisoN.  Any  car  is  a  potential  candidate  for  being  recon- 
signed.     The  answer  would  be,  all  cars. 

Mr.  Miller.  Well,  the  question  is  how  many  had  gone  from  the 
potential  to  the  actual  state. 

Mr.  AiTCHisoN.  Six  hundred  and  forty-three. 

Mr.  Miller.  All  reconsigned  on  that  day? 

Mr.  AiTCHisoN.  Yes;  of  coal. 

Mr.  Miller.  Or  were  held  for  reconsignment  on  that  day. 

Mr.  AiTCHisoN.  Held  for  reconsignment.  If  you  want  to  know 
how  many  cars  were  in  fact  reconsigned,  I  don't  know. 

Mr.  Miller.  There  might  have  been  thousands  reconsigned  before 
they  got  to  their  destination. 

itlr.  AiTcinsoN.  It  has  been  the  practice  of  many  carriers  to  do 
as,  for  instance,  in  Chicago  and  eastern  Illinois,  bill  coal  to  Faithom, 
and  before  or  about  the  time  the  car  gets  to  Faithorn  its  final  des- 
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tination  is  indicated.  The  privilege  of  reconsignment  in  normal 
times  is  one  of  great  value  to  the  shipper  and  one  of  value  to  the 
carrier,  because  it  permits  an  equable  flow  of  traffic  and  commodi- 
ties where  the  commodities  are  needed  and  can  be  absorbed^  and  it 
avoids  the  evil  consequence  of  glutting  of  markets  and  the  like. 

Mr.  MujjsR.  And  yet  it  may  be  possible  by  reconsignment  to  bring 
it  back  to  its  original  place  or  destination. 

Mr.  AiTCHisoN.  No;  it  can't.  I  was  sworn  in  as  a  coAmissioner 
in  the  middle  of  the  reconsignment  case  then  on,  and  there  were  4,000 
pages  of  briefs  lying  on  my  desk  as  I  walked  in.  The  matter  has 
been  up  before  the  commission  repeatedly  and  only  the  other  day  we 
had  occasion  to  pass  on  an  amendatory  report,  which  is  not  out  yet. 
We  are  trying  to  get  the  abuses  out  and  keep  the  privilege  what  it 
ought  to  be,  a  mat^r  of  service  alike  to  the  shipper  and  to  the  carrier. 

Senator  Kenyon.  There  have  been  no  restrictions  west  of  the 
Mississippi  River.  Now,  why  is  it  that  the  railroads  have  given  coal 
preference  to  the  detriment  of  other  traffic  ? 

Mr.  AiTCHisoN.  There? 

Senator  Kenyon.  Yes. 

Mr.  AiTCHisoN.  I  don't  know.  I  know  of  no  reason  why  west  of  the 
Mississippi  Eiver  they  shouldn't  have  given  all  traffic  ratable  treat- 
ment, so  far  as  is  consistent  with  their  undoubted  duty  to  get  rid  of 
the  surplus  of  cars  that  they  have  on  their  hands. 

Now,  I  would  like  just  to  show  the  committee,  if  I  may,  what  the 
effect  has  been  on  our  attempts  to  handle  this  coal  situation.  The 
figures  I  have  are  authentic;  they  are  taken  from  governmental 
sources.     [The  witness  produces,  some  tables.] 

The  total  coal  production  in  the  United  States  for  1920  kept  up  to 
the  normal  of  1917  and  1918  and  considerably  in  excess  of  1919,  until 
the  switchmen's  strike  came  along  on  the  14tn  or  15th  of  April,  1920. 
The  effect  was  shown  immediately  by  a  drop  in  production.  Since 
that  time  there  has  been  a  steady  increase  in  the  amount  of  produc- 
tion, both  per  working  day  and  per  week,  interrupted  by  the  recent 
strike  of  the  bituminous  coal  workers  in  Illinois  and  Indiana.  The 
production  of  bituminous  coal  in  this  countrv  for  the  last  week  has 
been  equaled  only  this  year  in  the  week  of  ^arch  27  and  the  first 
three  weeks  of  tne  year,  and  the  total  production  per  week  is  now 
considerably  in  excess  both  of  1917  and  1919  and  is  close  to  the  pro- 
duction of  Labor  Day  week  of  1918,  which  was  the  banner  year  in 
the  country's  history  m  coal  production. 

Not  alone  has  the  equipment  of  the  countrv  not  considerably  in- 
creased during  the  last  three  years  but  there  is  the  question  oif  the 
condition  in  which  the  equipment  is.  If  the  committee  will  pardon 
me,  I  do  not  comment  on  tnat  feature,  because  in  most  of  the  con- 
tracts which  were  Entered  into  between  the  carriers  and  the  (Tovern- 
ment  for  compensation  the  commission  was  named  as  the  arbitrator 
to  determine  those  questions,  and  it  is  quite  .possible  that  that  ques- 
tion will  have  to  come  to  me  as  an  arbitrator.  I  might  say  that  it  is 
claimed  by  the  carriers  that  their  cars  are  not  in  as  good  condition 
ti  the  end  of  Federal  control  as  they  were  when  they  were  taken 
over,  and  a  good  deal  of  alarm  has  been  expressed  over  the  bad-order 
situation,  fiut  such  data  as  I  have  indicate  that  the  bad-order  situa- 
tion is  now  no  woree  than  it  was  at  the  corresponding  point  of  1918 
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and  is  considerably  better  than  it  was  in  1919,  not  alone  as  to  box  cars 
but  as  to  open-top  cars  as  well  and  for  all  cars. 

Prof.  Johnson.  Does  that  indicate  the  condition  of  the  cars,  the 
condition  being  defined  as  fit  for  the  service  for  the  cars  intended  i 

Mr.  AiTCHisoN.  I  didn't  have  to  do  with  the  definition. 

Prof.  Johnson.  There  has  been  some  question  as  to  the  definition 
of  a  bad-order  car  and  a  car  in  good  order. 

Mr.  AiTCHisoN.  I  know  all  the  carriers  dp  not  interpret  it  the 
same  way,  but  I  take  it  for  comparative  purposes  that  the  same  bases 
were  used  in  the  compilation  of  these  figures  for  1918, 1919,  and  lt)20. 

Prof.  Johnson.  Undoubtedly  that  is  true. 

Mr.  ArrcHisoN.  So  it  is  the  general  trend  rather  than  the  quantum 
that  I  am  speaking  of  now. 

Prof.  Johnson.  There  might  have  been,  however,  a  very  large 
number  of  box  cars  not  fit  to  carry  grain. 

Mr.  AiTCHTsoN.  That  brings  me  to  this  observation:  Times  change 
and  we  must  change  with  them.  One  necessary  effect  of  the  pooling 
of  cars  and  the  greater  fluidity  of  motion  that  attended  that  pool 
was  the  fact  that  the  cars  which  the  Great  Northern  and  the  Northern 
Pacific  designed  for  a  particular  kind  of  traffic  necessarily  got  away 
from  them,  and  if  we  are  going  to  have  the  greater  fluidity  that  comes 
with  the  pooling  of  cars  we  have  got  to  take  the  disadvantage  that 
comes  with  it  in  the  scattering  of  cars  which  are  available  for  a 
particular  kind  of  use. 

Prof.  Johnson.  That  is  a  very  instant  suggestion. 

Mr.  ArrcHisoN.  Now,  I  want  to  comment  on  the  labor  situation  as^ 
far  as  it  has  affected  movement.  I  have  a  statement  here  which  is 
prepared  from  reports  made  by  our  own^  inspectors  in  Buffalo, 
Chicago,  Cincinnati,  Cleveland,  Detroit,  Kansas  City,  Peoria,  Balti- 
more, Pittsburgh,  and  St.  Louis.  Those  are  all  important  gateways, 
where  we  maintain  terminal  committees,  and  part  of  their  duty  was 
to  look  into  the  adequacy  of  the  labor  supply  in  the  cities.  The  yard 
men  employed  normally  would  be  58,560.  That  would  vary,  of 
course,  from  time  to  time,  but  on  the  14th  of  April  there  were  only 
14,516  of  these  men  at  work  in  those  important  gateways.  On  the 
20th  of  April  there  were  14,277,  less  than  one-fourth  of  the  total  num- 
ber of  yard  men.  On  May  5  the  number  had  increased  to  26,318 ;  and 
May  12,  28,872 ;  on  June  9,  37,192 ;  and  on  July  9,  39,619 ;  which  is 
approximately  67|  per  cent  of  the  normal  yard  men  at  these,  the 
controlling  gateways  of  the  East.  Chicago  and  Peoria  and  St.  Louis 
are  gateways  leading  to  the  West.  The  efficiency  of  these  men  can  by 
no  manner  or  mearjB  be  measured  by  their  number,  because  you  can 
not  take  men  from  the  general  offices  and  from  the  clerical  force  or 
inexperienced  men  off  the  road  and  put  them  in  yards  and  expect  to 
get  100  per  cent  results,  nor  do  you. 

The  effect  upon  transportation  is  also  by  no  manner  or  means  re- 
flected by  the  number  of  men  that  work  directly.  That  is,  the  cessa- 
tion of  the  labor  of  a  comparatively  insignificant  number  of  men  at 
a  certain  point  may  have  an  effect  upon  transportation  totally  dispro- 
portionate to  the  number  of  men  who  leave  the  service  as  compared 
with  those  who  remain  in  the  service.  I  have  had  a  good  many  dis- 
couragements in  my  life  but  I  hope  never  to  go  through  any  like  the 
experience  of  the  last  three  months,  when  thmgs  would  be  lined  up 
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SO  that  in  a  transportation  way  it  seemed  as  if  they  would  move  the 
traffic,  and  then  would  pick  up  a  morning  paper  and  find  that  1.500 
men  had  gone  out  on  a  strike  some  place  that  you  never  dreamea  of 
and  for  some  reason  that  was  not  assigned. 

Despite  all  this,  the  interesting  question  presents  itself  as  to  what 
traffic  has  been  offered  and  what  has  moved.  I  think  that  the  facts 
will  show  that  the  carriers  during  the  six  months  ended  June  30 
had  transported,  strikes  and  all  considered,  an  amount  equal  to  that 
which  they  have  transported  in  the  same  period  in  any  year  except 
one ;  and  that  the  difference  between  the  amount  transported  in  that 
year  and  this  year  is  negligible.  I  think  they  will  also  show  that  the 
transportation  facilities  have  been  relatively  inadequate  because  there 
has  been  a  greater  domestic  demand  for  transportation  during  these 
six  months  than  in  the  same  six  months  period  in  any  preceding  year, 
and,  of  course,  it  is  the  inability  to  meet  demands  that  causes  mstress 
and  panic,  rather  than  the  actual  amount  moved. 

I  asked  Dr.  Lorenz,  who  is  our  statistician,  to  give  me  some 
figures  showing  the  volume  of  traffic  in  1920, 1919, 1918,  and  1917,  and 
he  has  compiled  a  statement  which  I  will  not  read  to  the  committee, 
which  covers  in  general  class  1  roads.  For  1920  it  is  somewhat  an 
approximation,  because  the  reports  are  not  all  in;  there  is  a  lag  in 
getting  in  the  reports.  I  will  give  it  in  round  figures:  1917,  the 
net-ton  miles,  in  thousands,  was  209,695,888;  that  is,  it  is  really  209,- 
695,888,000.  In  1918  it  was  208,227,588;  in  1919,  178,083,192;  and 
1920,  208,435,397  thousands. 

In  other  words,  this  year  there  have  been  carried  net  tons,  compared 
with  last  year  as  208  is  to  178.  We  are  greatly  in  excess  of  the 
traffic  carried  in  1919,  and  we  are  less  than  one-half  of  1  per  cent 
behind  the  traffic  carried  in  1917  for  this  six  months'  period.  When 
vou  consider  that  in  1917  and  1918  &n  enormous  volume  of  traffic 
was  governmental  in  character  and  traffic  which  could  not  be  expected 
to  be  reproduced  in  peace  times,  that  when  you  find  that  we  are 
transporting  the  same  amount  of  net-ton  miles  now,  the  conclusion  is 
to  me  irresistible  that  it  is  the  revenue  domestic  freight  which  has  so 
greatly  increased;  and  when  we  know  that  we  had  a  greater  cry  of 
shortage  now  than  we  had  in  1918,  it  seems  to  me  clear  that  the 
demand  for  transportation  this  year  has  considerably  exceeded  the 
demand  for  transportation  in  preceding  years. 

Mr.  Miller.  Mr.  Chairman,  may  1  ask  Mr.  Aitchison  if  he  has 
any  record  of  the  amount  of  transportation  given  to  the  building 
industry  ?  Continued  reports  have  come  to  this  committee  and  before 
this  time  of  a  lack  of  transportation  to  the  building  industry.  Is 
that  greater  this  year  on  your  records  than  ever  before? 

Mr  Aitchison.  I  have  no  such  figures.  First,  1  would  have  to 
ask  for  a  definition  of  the  building  industry. 

Mr.  Miller.  Well,  sand,  gravel,  broken  stone,  lumber. 

Mr.  Aitchison.  I  have  figures  indicating  here  that  for  the  week 
ending  July  24,  1920,  25,122  cars  were  furnished  for  sand,  stone  and 
gravel  in  the  United  States.  The  requisitions  were  60,831.  Forty- 
one  per  cent  were  furnished  and  of  the  25,122  which  were  furnished 
21,452  were  loaded  that  week. 

Mr.  Miller.  For  instance,  I  have  a  list  here  of  400  cars  of  lumber 
held  in  the  Potomac  yards,  some  since  the  22d  of  March. 

Mr.  QuiKK.  Well,  that  is  running  at  $10  a  day. 
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Mr.  Miller.  And  the  information  given  is  that  they  wouldn't  be 
moved  for  60  days. 

Mr.  ArrcHisoN.  I  would  like  to  have  that  letter.  I  will  be  glad  to 
run  it  down. 

Mr.  Miller.  That  matter  has  been  run  down.  It  would  seem  an 
injustice  to  charge  the  shippers  in  the  matter  or  the  consignee  $10  a 
day  when  it  is  held  iip  without  their  consent. 

Mr.  AiTCHisoN.  How  do  you  know  it  is  held  up  without  their  con- 
sent ?  That  is  a  situation  the  carriers  long  ago  found  existed ;  that 
a  great  deal  of  this  lumber  was  being  held  and  the  consignee  was 
cheerfully  paying  the  $10  penalty  on  top  of  his  demurrage  and  mak- 
ing money  doing  it,  by  reason  of  the  fact  that  the  lumber  market  was 
jumping  like  a  sky  rocket.     Now  that  time  has  passed. 

Mr.  Miller.  The  lumber  market  has  fallen  and  this  complaint  was 
brought  to  our  attention  by  the  lumber  people  themselves. 

Mr.  AiTCHisoN.  Well,  he  says  it  is  being  held  on  account  of  the 
embargo.  This  is  June  26,  1920,  and  I  submit  that  at  that  time  that 
there  was  a  strike  of  1,500  men  on  the  B.  &  O.  in  the  city  of  Baltimore 
which  tied  up  everything  except  foodstuffs.  Now  that  is  the  answer 
to  this  letter,  which  is  dated  June  26. 

Mr.  Miller.  How  many  are  held  there  now  ? 

Mr.  ArrcHisoN.  Why,  I  have  no  knowledge  of  any  embargoes  that 
exist  now.     Embargoes  are  matters  that  change  from  day  to  day. 

Mr.  Miller.  It  would  be  interesting  to  find  out  how  many  of  those 
are  still  there. 

Mr.  ArrcHisoN.  I  would  cheerfully  do  it  and  run  this  down  and 
find  out  when  everyone  of  those  moved,  but  you  are  talking  of  an 
embargo  which  comes  from  the  men — switchmen — walking  out  and 
assignmg  no  reason  for  it  and  nobody,  commission,  Congress,  or  any- 
body, can  prevent  that  unless  we  can  compel  men  to  go  to  work  and 
keep  traffic  moving.  I  think  from  your  question  that  those  were 
being  held  for  reconsignment. 

Mr.  Miller.  What  date  was  the  strike  that  you  speak  of,  what  date 
was  that  ? 

Mr.  AiTCHisoN.  The  strike  at  Philadelphia,  Baltimore,  and  New 
Haven  took  place  on  June  26. 

Mr.  Miller.  Well,  those  cars  have  been  held  some  since  March. 

Mr.  ArrcHisoN.  There  were  local  embargoes  before  that,  on  ac- 
count of  the  situation  you  see,  as  it  existed  as  far  back  as  the  14th  of 
April.  Now,  I  want  you  to  understand  that  the  East  is  chock-full  of 
cars  that  ought  not  to  be  here,  and  ought  to  get  out,  but  they  are  not 
being  moved  out.  I  have  a  statement  with  respect  to  all  the  class 
1  roads  for  the  month  of  May  and  also  covers  the  five  months  ending 
with  May,  and  there  are  some  interesting  things  developed.  The 
mileage  covered  is  approximately  193,000  miles,  about  38,700  miles  is 
not  in  here,  for  the  smaller  lines.  Freight-train  service  miles  or 
freight-service  train  miles  for  the  month  of  May  increased  over  the 
month  of  May,  1919,  13.56  per  cent,  for  the  first  five  months  of  this 
year  over  1919, 13.11  per  cent.  The  passenger  service  train  miles  did 
not  increase  in  anything  like  the  same  proportion.  The  increase  they 
made  was  2.91  per  cent  this  year  over  last ;  for  the  five  months  4.49 
per  cent.  Now  the  net  ton  miles  increased  for  May  14.79  per  cent 
over  May  of  last  year  and  for  the  five  months  15.41  per  cent. 
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Contrastinff  these  figures  with  the  freight-car  miles  loaded  with 
the  loaded  mileage  from  May  was  12.84  per  cent  greater  this  year  than 
May  last  year  and  for  the  five  months  was  13.94  per  cent  over  last 
year.  It  should  be  observed  that  the  percentage  of  increase  for  the 
freight -car  miles  loaded  is  less  than  for  the  net-ton  miles.  That  re- 
flects itself  in  the  volume  of  loading  of  the  commodities  of  that  charac- 
ter. There  is  also  a  decrease  of  3.67  per  cent  in  May  for  the  empty 
freight-car  miles  over  May  of  last  year,  and  for  the  five  months  there 
is  a  slight  decrease  but  not  an  appreciable  one.  This  indicates  some 
of  the  effect  of  the  intensive  work  for  the  reduction  of  the  empty-car 
mileage. 

Now,  I  will  take  June.  I  have  some  preliminary  figures  here  for 
a  number  of  the  illustrative  roads,  including  such  as  the  Chesapeake  & 
Ohio,  the  Norfolk  &  Western,  the  Baltimore  &  Ohio,  the  Erie,  the 
Louisville  &  Nashville,  the  Great  Northern,  and  the  Northern  Pa- 
cific, Atchison,  Union  Pacific,  Seaboard,  and  Missouri,  Kansas  & 
Texas.  They  are  an  illustrative  lot  of  roads,  and,  without  going  into 
detail,  I  will  say  that  the  net  ton-miles  for  June  this  year  show  an 
increase  of  18.1  per  cent  over  June,  1919,  for  those  roads,  which  are 
the  only  ones  for  which  reports  are  available  at  this  time. 

Mr.  Miller.  And  yet,  Mr.  Aitchison,  there  is  a  nation-wide  short- 
age of  housing  to  such  an  extent  that  in  every  city  and  town  there 
are  two  or  three  committees  working  on  the  situation.  The  universal 
complaint  is  that  they  can't  get  the  transportation  for  building  mate- 
rials, and  it  will  be  interesting  to  know  how  much  of  that  transporta- 
tion was  classified,  how  much  of  it  goes  for  nonessentials — ^say,  for 
automobiles — and  now  much  ^oes  for  essentials,  like  grain  and  coal. 
Next  to  fuel  and  food  is  housmg. 

Mr.  Aitchison.  With  respect  to  that,  I  seek  in  vain  in  the  inter- 
state conoimerce  act  anything  that  ^ves  us  the  power  to  say  that  the 
automobile  is  a  nonessential,  waiving  for  the  moment  the  claim  of 
the  automobile  manufacturer  that  his  product  is  an  essential.  It 
does  not  seem  to  me  that  Congress  has  attempted  to  make  us  the 
dictator  of  the  commercial  policy  of  the  United  States  Government. 
If  we  can  forbid  the  manufacture  of  automobiles  because  we  consider 
them  to  be  nonessential,  there  is  little  that  we  can  not  do.  If,  as  many 
have  claimed,  we  can  forbid  the  exportation  of  coal  to  Europe  on 
the  ground  that  it  is  having  a  bad  effect  on  the  price,  we  can  forbid 
the  exportation  of  wheat,  because  the  price  is  fixed  in  Liverpool,  and 
Liverpool  may  be  making  a  strong  demand  for  wheat,  and  its  bidding 
might  result  m  a  high  price  for  the  wheat  that  we  consume  domes- 
tically. 

Prof.  JoHHNsoN.  You  can,  in  effect,  however,  determine  what  uses 
shall  be  made  of  coal  equipment,  can  you  not,  and  thus  really  accom- 
plish the  prohibition  of  the  export  of  coal  ? 

Mr.  Aitchison.  I  presume  we  could.  To  do  so  woxild  be  an  as- 
sumption of  power  to  deal  with  a  question  of  international  policy 
by  an  admimstrative  agency,  which  nowhere  in  the  law  is  charged 
with  that  duty,  and  to  do  it  counter  to  the  express  declaration  of  the 
departments  of  the  Government  which  are  concerned  with  these 
foreign  questions  as  to  the  undesirability  of  such  action. 

Senator  Kenton.  The  commission  has  the  power  to  determine  the 
emergency  and  issue  orders  to  relieve  the  emergency,  could  it  not  ? 
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Mr.  AiTCHisoN.  We  have  the  power  with  respect  to  routing,  to 
move  the  traflSc,  and  distribute  it  so  as  to  best  promote  the  service 
and  the  interest  of  the  public  and  the  commerce  of  the  people.  It 
does  not  appear  that  the  "  commerce  of  the  people,"  which  we  arc  to 
aid,  is  merely  its  domestic  commerce.  I  take  it  that  our  powers 
with  respect  to  emergencies  and  embargoes,  and  so  on,  were  conferred 
using  the  term  embargoes  in  the  sense  in  which  the  term  was  cus- 
tomarily used  in  the  nomenclature  of  railroad  transportation  at  the 
time  Congress  passed  this  act,  which  certainly  did  not  include  the 
prohibition  of  tlie  exportation  to  other  countries,  but  related  to  mat- 
ters such  as  you  have  spoken  of. 

Mr.  Miller.  There  is  a  housing  emergency,  according  to  the  popu- 
lar opinion  to-day,  and  there  is  also  a  very  great  emergency  in  the 
matter  of  coal,  particularly  the  prices  of  coal.  We  have  had  one 
witness  testify  that  the  people  were  being  gouged  to  the  extent  of 
about  $1,000,000  a  day.  The  exportation  of  coal  perhaps  helped 
that  to  continue,  but  the  housing  situation  is  an  emergency.  Soon 
we  will  have  a  food  emergency. 

Mr.  AiTCHisoN.  I  trust  not.    It  will  not  if  foresight  can  avoid  it. 

Mr.  Miller.  Now,  the  next  question  is  in  relation  to  your  record 
of  transportation ;  how  much  oi  it  has  been  used  for  food,  how  much 
of  it  has  been  used  for  coal,  and  how  much  of  it  has  been  used  for 
the  Nation's  next  greatest  necessity,  housing,  or  has  it  been  absorbed 
by  other  things? 

Mr.  AiTciiisoN.  What  do  you  mean  absorbed  by  other  things? 
Going  back  to  the  automobile  situation? 
,  Mr.  Miller.  Yes. 

Mr.  AiTCHisoN.  The  amount  of  traffic  in  less-than-carload  freight 
loads  is  negligible.  The  less-than-carload  traffic  will  not  use,  per- 
haps, 5  per  cent  of  the  total  cars  used  in  the  country.  Now,  with 
respect  to  automobiles.  As  a  practical  matter  they  have  been  shifted 
from  one  kind  of  equipment  onto  another,  until  now,  practically, 
they  have  to  resort  to  expedients  to  get  anything  to  move  them  on. 
We  did  unofficially  suggest  to  the  car  service  commission  of  the 
American  Railway  Association  the  desirability  of  taking  care  of  the 
movement  of  threshing  machines  on  open-top  flat  e(iuipment,  and 
that  has  been  handled  at  the  expense  of  the  automobile. 

Senator  Kenyon.  So  it  should. 

Mr.  AiTCHisoN.  But  we  didn't  do  it  by  our  order.  It  was  done, 
though. 

Senator  Kenyon.  Couldn't  a  larger  number  of  automobiles  be 
handled  on  the  public  highways,  so  as  to  avoid  bringing  them  in  on 
the  cars;  they  go  faster  than  the  freight  trains? 

Mr.  AiTCHisoN.  They  are  being  handled  that  way,  Senater,  but  I 
don't  observe  anywhere  that  Congress  has  given  us  the  right  to  say 
that  automobiles  can  not  be  transported;  but  on  the  otner  hand. 
Congress  has  said  in  the  Act  to  Regulate  Commerce  that  there  shoula 
be  no  discrimination  between  kinds  of  traffic. 

Senator  Kenyon.  You  give  priorities? 

Mr.  AiTCHisoN.  We  can  give  priority.  Now,  with  respect  to  this 
embargo  feature,  I  mentioned  the  fact  that  the  embargo  would  run 
counter  to  the  expressed  wishes  of  representative  departments  of 
the  Government.    In  my  judgment  it  would  also  be  unnecessary,  be- 
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cause  if  we  were  to  take  from  the  total  amount  of  coal  which  has 
been  produced  the  whole  amount  which  has  been  exported  overseas 
the  diminution  would  be  inconsiderable  in  the  aofgregate,  although 
the  amount  exported  this  year  is  more  than  in  other  years.  I  sup- 
pose you  have  all  those  figures. 

A  great  deal  of  careless  language  has  been  thrown  around  with 
respect  to  cutting  off  exports  of  coal.  Cutting  off  all  exports  means 
the  exclusion  of  Canada  from  coal.  I  don't  know  anybody,  with 
the  exception  of  one  institution  in  the  United  States,  that  has  pro- 
tested against  Canada  being  supplied  with  coal  by  us. 

Senator  Kenton.  How  much  are  we  shipping  to  Canada;  have 
you  any  idea  ? 

Mr.  AiTCHisoN.  Approximately  15,000,000  tons  a  year.  I  can  give 
you  the  precise  figures  later. 

Senator  Kenton.  Do  you  know  what  Canada  is  exporting  to 
Europe  ? 

Mr.  AiTcmsoN.  None.  They  have  placed  an  embargo  against  the 
exportation  of  all  coal  except  to  the  United  States.  We  were  fur- 
nished with  a  copy  of  it  through  the  State  Department. 

Senator  Kenton.  They  have  an  embargo? 

Mr.  AiTCiiisoN.  They  have  an  embargo.  Further,  an  embargo 
on  exportation  of  coal  will  cut  off  Cuba.  I  don't  like  to  think  of  the 
effect  on  our  sugar  consumption  of  the  cutting  off  of  Cuba  from  get- 
tine  coal,  and  Cuba  takes  between  1,500,000  and  2,000,000  tons  a  vear. 
Nor  do  I  like  to  contemplate  cutting  off  Panama  from  the  supply 
of  coal.  There  are  American  vessels  which  have  to  be  coaled  at 
Panama. 

Mr.  MixLER.  The  talk  has  been  rather  the  curbing  of  exports  than 
the  embargo  of  exports. 

Mr.  ArrcHisoN.  I  think  it  has  finally  gotten  around  to  that;  but 
I  want  to  say  this,  that  it  is  clear  to  anyone  who  is  candid  and  will 
study  the  figures  that  New  England  can  be  supplied  with  the  extra 
400,000  tons  a  month,  all  she  needs  in  addition  to  what  she  was  get- 
ting up  there,  without  materially  curbing  our  exports. 

If  we  are  asked  to  curb  exports  because  of  its  effect  on  price,  I 
have  to  say  that  I  don't  see  why  we  should  do  it  any  more  than  we 
should  stop  the  exports  of  grain  because  we  don't  like  the  effect  of 
the  Liverpool  grain  market. 

Senator  Kenton.  How  much  of  our  exports  consist  of  coal  ? 

Mr.  AiTCHisoN.  For  the  month  of  June,  1920,  as  shown  by  the 
Geological  Survey  Bulletin  No.  189,  page  6,  the  total  tidewater  coal 
exported  was  2,lY4,798  tons  out  of  a  total  of  4,698,859  tons  which 
were  dumped  at  tidewater. 

Senator  Kenton.  The  coal  shortage  is  about  that,  isn't  it  ? 

Mr.  ArrcHTSoN.  Why,  I  don't  know  that  there  is  a  shortage.  We 
are  building  up  stocks. 

Senator  Kenton.  I  thought  there  is  a  shortage. 

Jlr.  ArrcHisoN.  We  are  ouildiiig  up  our  stocks.  They  were  de- 
pleted at  the  beginning  of  the  year.    I  think  that  the  trend  is  upward. 

Senator  Kenton.  Now,  how  many  cars,  to  get  it  down  rather 
simply,  how  many  cars  would  it  require  to  get  that  coal  to  tidewater 
that  is  exported  per  week? 
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Mr.  AiTCHisox.  Senator,  the  commission,  in  response  to  a  Senate 
resolution  introduced  by  Senator  AValsh,  is  to  make  a  report  to  the 
Senate  which  goes  into  that  fully  with  respect  to  the  two  months 
that  were  covered  by  the  Senate's  request,  and  as  that  is  to  be  a  matter 
of  public  record  I  suppose  it  will  be  sufficient  for  your  purpose. 

Mr.  Miller.  What  months  were  they  ? 

Mr.  AiTCHisoN.  March  and  April,  1920.  This  is  in  response  to 
Senate  resolution  374. 

Mr.  Miller.  During  the  months  of  March  and  April  exports  were 
under  license.  After  the  1st  of  April  and  since  that  time  exports 
have  increased  some  four  or  five  times,  so  that  those  figures  might  be 
multiplied. 

Mr.  ArrcHisoN.  I  presume  so.  The  Senator  asked  me  about  how 
long  it  would  take  for  a  car  to  go  down  and  back. 

Mr.  Miller.  About  one  week,  the  round  trip  ? 

Mr.  AiTCHisoN.  I  remember  the  statement  being  made  at  Hamp- 
ton Roads  that  a  car  which  was  then  being  dumped  would  within 
two  days  from  that  morning  be  back  at  the  mine  again. 

Senator  Kenyon.  I  suppose  there  is  considerable  coal  used  on  some 
of  those  junketing  trips  to  the  Orient  for  Members  of  Congress,  isn't 
there? 

Mr.  Aitchison.  Well,  if  we  can  judge  from  what  the  Shipping 
Board  said  of  its  inability  to  get  coal,  I  would  say  so. 

Senator  Kenyon.  This  coal  that  is  exported — do  you  know  what 
prices  it  was  sold  for? 

Mr.  Aitchison.  Only  by  hearsay. 

Senator  Kenyon.  I  am  told  it  is  very  large. 

Mr.  Aitchison.  It  would  seem  to  me,  Senator,  that  there  you  have 
touched  upon  what  could  have  been  made  the  remedy  for  the  whole 
situation.  These  foreign  Governments  have  come  here  and  have 
asked  for  our  assistance  in  supplying  them  with  coal.  They  have 
made  very  strong  demands  on  our  humanitarian  sympathies.  As  one 
citizen,  1  feel  some  obligation  to  curtail  what  I  might  otherwise 
regard  as  coming  to  me  in  order  that  some  reparation  might  be  made 
for  the  ravages  of  the  Germans  in  the  coal-producing  territory  of 
France. 

Senator  Kenyon.  So  do  I. 

Mr.  Aitchison.  But  as  they  are  coming  to  us  and  asking  for  the 
privilege,  which  is  denied  them  in  other  countries,  of  buying  our  coal 
and  taking  it  out,  it  would  seem  to  me  that  they  ought  to  exercise 
that  right  in  such  a  way  that  it  will  not  cause  incalculable  damage 
to  the  rest  of  us  here,  and  that  by  voluntary  action  on  their  part  or 
by  the  acceptance  of  a  friendly  suggestion  that  might  be  made  to 
them  that  they  should  not  have  undertaken  to  have  bid  against  each 
other. 

Senator  KE2'nroN.  Well,  our  sympathies  have  been  great  for  theiu. 
We  have  robbed  them  pretty  consistently  on  coal  prices.  Do  you 
know  what  coal  is  selling  for  in  Italy  and  France? 

Mr.  Aitchison.  I  don't  know  wnat  it  is  selling  for.  Senator.  I 
have  heard  of  quotations  running  around  $19  and  $20,  and  I  have 
heard  of  others  as  high  as  $30. 

Senator  Kenyon.  That  is  bought  here? 

Mr.  Aitchison.  At  our  ports. 
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Senator  Kenyox.  ^\nd  then  you  add  the  frei«:ht  across  the  ocean, 
and  that  is  the  way  we  are  caring  for  our  poor  friends. 

Mr.  ArrcnisoN.  I  suppose  so.  One  other  thing  with  respect  to 
this  embargo  feature:  The  commission  might  well  be  reluctant  to 
enter  on  a  matter  of  as  grave  a  policy  as  this  when  Congress  itself 
had  had  the  proposal  made  to  it  to  embargo  these  exports  of  coal 
and  had  taken  no  action,  as  is  evidenced  by  H.  R.  No.  14285,  of  Mr. 
Dallinger,  to  prohibit  the  exportation  of  coal  from  the  United  States 
or  from  any  place  subject  to  its  jurisdiction.  Further,  Mr.  Dallin- 
ger introduced  House  Resolution  573,  the  purpose  of  which  was  to 
request  the  Interstate  Commerce  Commission  to  enforce  the  power 
conferred  upon  it  by  the  transportation  act  to  prohibit  the  further 
exportation  of  anthracite  and  bituminous  coal  from  the  United  States 
until  such  time  as  the  present  emergency  shall  have  passed.  Con- 
gress took  no  action  on  either  of  these  proposals. 

Mr.  Miller.  Isn't  the  subject  one  of  curbing  coal  export  rather 
than  prohibiting  it? 

Mr.  ArrcHisoK.  I  am  orlad  to  hear  vou  sav  that.  There  has  been 
so  much  said  about  absolute  embargo  that  1  could  not  resist  the  op- 

Eort unity  to  explain  why  we  had  not  done  what  a  great  many  people 
ave  thoughtlessly  said  we  ought  to  do — that  is,  stop  everytliing 
that  goes  outside  of  the  United  States. 

Senator  Kj:xton.  You  feel  you  have  in  the  first  place  no  power 
to  do  it.  and  in  the  second  place  you  doubt  the  wisdom* 

Mr.  AiTCHisoN.  And  third,  I  do  not  believe  it  is  necessary. 

Senator  Kenyon.  Now,  I  have  a  little  statement  here  of  the  re- 
port of  the  Federal  Reserve  Board  of  July  28,  showing  that  the 
weekly  coal  requirements  of  this  country  was  11,000,000  tons  and  that 
the  weekly  production  of  coal  was  approximately  9,000,000  tons. 

Mr.  AiTCHisoN.  What  week  is  that? 

Senator  Kenton.  July  28. 

Mr.  AiTCHisoN.  That  was  the  week  of  the  strike. 

Senator  Kenton.  That  would  make  a  shortage  of  2,000,000  tons  a 
week? 

Mr.  AiTCHisoN.  That  week. 

Senator  Kenton.  That  is  just  one  week. 

ilr.  AiTCHisoN.  Oh,  yes. 

Senator  Kenton.  See  what  your  chart  shows  there. 

Mr.  AiTCHisoN.  I  can  tell  you  that  the  production  for  the  week 
endiitg  August  14,  1920,  will  run  upwards  of  11,000,000  tons. 

Senator  Kenton.  There  will  be  no  shortage  at  all  ?  Well,  if  you 
ship  too  many  tons  abroad  there  will  be  a  shortage. 

Mr.  ArrcHisoN.  I  take  it  that  the  11,000,{W0  tons  include  the 
500,000  shipped  abroad. 

Mr.  Mttt.tjit?.  Two  million  a  month. 

Mr.  AiTCHisoN.  It  is  a  matter  of  mathematics.  You  multiply 
11,000,000  by  62  and  you  have  672,000,000  tons,  which  would  exceed 
that  of  any  preceding  year  except  1918,  and  would  about  equal  that 
year. 

Mr.  Miller.  Going  back  to  the  question  of  curbing  the  export  of 
coal  for  the  purpose  of  conserving  the  transportation  facilities  in 
this  country,  the  want  of  which  is  holding  up  general  industry. 
Would  that  be  within  the  power  of  the  commission  ? 
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Mr.  AiTCHisoN.  Well,  now,  let  us  see  where  this  coal  cc^mes  from. 

Mr.  MiLUER.  But  the  point,  would  it  be  within  the  power  of  the 
Interstate  Commerce  Commission  to  conserve  the  traffic  facilities  of 
this  country? 

Mr.  AiTCHisoN.  I  think  so.  But  now  let  us  see  just  wnere  this 
coal  goes  to.  Most  of  it  that  is  complained  about  goes  out  of  Hamp- 
ton Koads.  Hampton  Koads  is  served  bv  the  Virginian,  Chesapeake 
&  Ohio,  Norfolk  &  Western.  These  railroads  have  equipment,  as  I 
recall  it,  that  is  built  particularly  for  the  coal  trade,  and  is  unsuit- 
able for  trade  elsewhere.  The  Virginian  does  not  run  west  of  the 
mountains,  and  it  has  got  to  take  the  coal  to  Hampton  Eoads  or 
nowhere.  If  this  amount  of  coal  that  is  going  out  of  Hampton 
Koads,  a  few  hundred  thousand  tons  a  month,  isirt  going  for  export 
and  New  England  hasn't  bought  it,  where  would  it  go  ? 

Mr.  Miller.  They  couldnx  run  the  cars  toward  the  northwest 
instead  of  toward  the  southeast? 

Mr.  ArrcHisoN.  Not  from  the  Virginian.  Get  the  cars  off  that  line 
and  they  will  never  get  back.  The  thing  to  do  is  to  keep  them  run- 
ning back  and  forth  in  that  shuttle  movement,  where,  as  I  said,  the 
second  morning  after  a  car  is  dumped  it  is  back  to  the  mine. 

I  just  want  to  go  back  a  little  further  on  this  question  of  the  export 
and  curbing  of  export.  The  same  Congress  which  passed  the  trans- 
portation act  passed  the  shipping  act,  the  merchant  marine  act,  and 
section  19,  paragraph  2,  provides  that  no  rule  or  regulation  shall 
hereafter  be  established  by  any  department,  board,  bureau,  or  agency 
of  the  Government  which  affects  shipping  in  the  foreign  trade, 
excepting  rules  and  regulations  affecting  the  Public  Health  Service, 
the  Consular  Service,  and  the  Steamboat-Inspection  Service,  until 
such  rules  and  regulations  have  been  submitted  to  the  Shipping 
Board  for  its  approval  and  final  action  has  been  taken  on  them  by 
the  board  or  by  the  President.  Assuming  that  we  are  within  this 
language  of  "any  department,  board,  or  bureau  or  agency  of  the 
Government,"  and  I  don't  know  whether  we  are,  as  that  has  not  been 
finally  determined,  if  we  make  a  rule  and  regulation  which  affects 
shipping. in  the  foreign  trade,  it  must  be  submitted  to  the  board  for 
its  approval,  and  if  the  Shipping  Board  does  not  approve  it,  it  must 
go  to  the  President  for  his  approval. 

Needless  to  say  the  Shipping  Board,  which  is  in  the  business  of 
selling  transportation  by  water  to  foreign  countries,  has  expressed, 
and  properly  expressed,  very  considerable  concern  over  the  effect  oi 
any  regulation  which  we  might  promulgate  which  would  have  the 
effect  of  destroying  that  shipping.  As  a  matter  of  fact,  they  have 
represented  to  us  that  the  innocent  effect  of  service  order  No.  6  was  to 
cause  a  drop  of  several  dollars  per  ton  in  the  charter  rates  they  were 
able  to  obtain  for  their  vessels. 

Mr.  Miller.  Even  though  it  save  the  people  $1,000,000  a  day  and 
the  people  paid  $3,000,000,000  for  ships? 

Mr.  AiTCHisoN.  Well,  service  order  No.  6  did  not.  I  think  you 
and  I  could  sit  down  with  a  pencil  and  perhaps  we  could  figure 
whether  it  would  not  have  been  a  better  thing  for  this  Government 
to  have  commandeered  the  coal  that  the  foreim  governments  and 
foreign  municipalities  have  all  taken  and  made  a  present  of  it  to 
them. 
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Senator  B^enyon.  Well,  now,  here  are  a  few  questions;  I  think  you 
nave  perhaps  answered  nearly  all  of  them.  Do  you  not  think  it  fair 
and  sound  principle  that  the  shortage  of  transportation  facilities 
should  be  shared  alike  by  all  shippers? 

Mr.  AiTCHisoN.  No.  I  think  m  the  time  of  stress  and  famine  that 
we  must  give  preference  to  the  things  that  are  needed  to  support  life. 

Senator  Kenton.  Well,  of  course,  food  products  would  be  first. 

Mr.  AiTCHisoN.  First.  Also  fuel,  which  is  a  form  of  shelter,  and 
other  forms  of  shelter  as  far  as  possible. 

Senator  Kenyon.  That  is,  as  to  necessities  it  is  to  be  borne  by  all 
alike,  and  you  draw  the  line  somewhere  between  luxuries  and  necessi- 
ties. 

Mr.  AiTCHisoN.  Abstractly  that  seems  to  be  proper. 

Senator  Kenyon.  But  that  is  theoretically  possible  and  not  prac- 
tical. Now,  I  think  you  have  spoken  of  the  emergency,  as  you  imder- 
stood  it,  under  this  transportation  act.  What  do  you  unaerstand  to 
be  the  emergency  covered  by  the  transportation  act  and  is  the  present 
situation  such  an  emergency? 

Mr.  AiTCHisoN.  Now? 

Senator  Kenyon.  Yes. 

Mr.  AiTCHisoN.  I  think  that  the  emergency  still  continues,  because 
I  believe  if  we  were  to  withdraw  our  directing  hand  and  should  take 
away  from  the  carriers  the  protection  which  they  have  in  obeying 
oiu"  service  orders,  there  would  be  more  or  less  of  a  chaotic  condition 
in  short  order. 

Senator  Kenyon.  The  principle  of  priorities — you  have  answered 
that  as  you  went  along.  Do  they  not  reduce  the  carrying  powers  of 
the  railroads? 

Mr.  AiTCHisoN.  If  abused ;  yes. 

Senator  Kenyon.  Even  if  not  abused? 

Mr.  AiTCHisoN.  No ;  I  don't  think  so.  For;  instance,  if  we  were  to 
say  that  cars  should  be  used  for  the  transportation  of  coal  instead  of 
for  some  light  loading  commodity,  that  would  not  reduce  the  carry- 
ing capacity.    I  think  we  would  have  increased  it. 

Senator  Kenyon.  But  they  work  an  injustice  to  shippers,  do  they 
not  ? 

Mr.  AiTCHisoN.  They  work  a  hardship  on  certain  shippers. 

Senator  Kenyon.  But  not  an  injustice? 

Mr.  AiTCHisoN.  I  think  that  in  a  case  of  this  sort  that,  in  a  sense, 
we  must  get  back  to  look  at  common  necessity  and  common  good  as 
the  fundamental  law. 

Mr.  Miller.  I  have  your  letter  here  of  the  24th  of  June,  in  which 
you  say : 

We  have  been  extremely  reluctant  to  issue  permit  orders  for  particular  com- 
modities, for  experience  has  abundantly  shown  that  they  have  an  effect  to  de- 
crease the  amount  of  transportation  which  can  be  handled  in  times  of  emer- 
gency. 

Mr.  AiTCHisoN.  We  give  no  transportation  priorities.  If  you  re- 
call, as  I  read  the  effect  of  these  service  orders,  none  of  them  pro- 
vided for  priority  in  movement ;  it  was  in  the  supply  of  cars. 

Mr.  Miller.  I  am  glad  to  get  that  clear. 

Mr.  ArrcHisoN.  Why,  the  Surgeon  General  of  the  United  States 
<^aine  to  us  and  wanted  priorities  on  less-than-carload  shipments  of 
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chloride  of  lime  and  things  of  that  sort.  It  goes  without.saying  that 
everybody  in  the  transportation  service  wants  to  see  those  tnings  get 
through,  and,  if  necessary,  would  tack  a  car  on  to  a  passenger  train 
to  see  them  move,  but  it  is  utterly  out  of  the  question  to  give  priority 
on  less-than-carload  lots,  except  by  sending  it  bv  express  or  aeroplane. 

To  take  care  of  a  particular  commodity  like  bauxite  would  mean  to 
put  through  a  formal  order  by  the  commission  which  would  require 
perhaps  300,000  men  in  the  United  States  to  be  watching  for  bauxite ; 
and  when  you  begin,  you  have  got  to  begin  extending  the  list  until 
we  would  get  in  the  situation  we  were  in  in  1917  where,  as  the  result 
of  priority  orders,  they  actually  had  to  bring  wrecking  trains  out  and 
reach  over  two  lines  of  track  and  pick  a  particular  car  up  and  bring 
it  over  and  put  it  on  another  track.  But  a  commodity  like  coal  is 
different.  Anybody  can  tell  coal  when  he  sees  it,  and  it  is  a  word  of 
four  letters  that  the  most  ignorant  of  us  can  easily  appreciate,  and 
it  isn't  burdening  a  transportation  system  by  a  confusion  of  orders 
to  give  it  priority  in  car  supply. 

Senator  Kenton.  What  is  the  relationship  of  the  car-service  com- 
mission of  the  American  Railway  Association  to  the  commission? 

Mr.  AiTCHisoN.  It  is  the  agent,  provided  by  section  1  of  the  inter- 
state commerce  act,  to  receive  orders  from  the  commission. 

Senator  Kenton.  Have  they  any  power  to  promulgate  any  orders, 
to  extend  any  orders? 

Mr.  AiTCHisoN.  The  Interstate  Commerce  Commission  has  not  dele- 
gated to  the  car-service  commission  any  power  whatsoever. 

Senator  Kenton.  Have  they  tried  to  exercise  any  ? 

Mr.  AiTCHisoN.  They  give  their  directions  which  are  obeyed  by 
their  members,  by  the  consent  of  the  governed.  It  is  one  of  those 
cases  where  the  consent  of  the  governed  is  the  underlying  basis.  Un- 
der the  law  they  have  the  right  to  make  their  own  rules  as  a  primary- 
matter. 

Senator  ICenton.  In  respect  to  shippers? 

Mr.  AiTCHisoN.  As  a  primary  matter,  subject  to  regulation.  They 
do  it  all  by  concert  of  action. 

Senator  Kenton.  Was  there  any  reason  why  orders  7  and  9,  10 
and  11  should  be  in  effect  simultaneously? 

Mr.  AiTCHisoN.  Yes ;  they  are  all  related.  The  later  are  based  on 
the  foundation  of  the  ones  which  preceded  them. 

Senator  Kenton.  So  that  there  was  a  reason  for  having  them  all 
in  operation? 

Mr.  AiTCHisoN.  Order  No.  6  was  abrogated. 

Senator  Kenton.  You  did  answer  that  these  priority  orders  had 
been  effective,  reasonably  effective? 

Mr.  AiTCHisoN.  Yes. 

Senator  Kenton.  If  they  were  effective,  what  was  the  reason  for 
any  further  orders? 

Mr.  AiTCHisoN.  Order  No.  7  was  effective  as  far  as  it  went,  but  did 
not  cure  the  situation.  It  was  all  that  we  felt  at  the  time  that  we 
were  justified  in  doing  in  the  light  of  facts  as  we  then  saw  them. 

Senator  Kenton.  But  after  a  hearing  you  felt  that  all  needed 
amendment  ? 

Mr.  AiTCHisoN.  All  needed  amendment,  and  we  amended  them, 
and  then  as  time  went  on  we  felt  that  more  drastic  action  had  to  be 
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taken  in  order  to  get  coal  to  Xew  England  and  to  the  head  of  the 
Lakes. 

Senator  Kenyon.  It  has  been  testified  before  this  committee  that 
the  principle  involved  in  service  order  No.  10,  assigning  cars  to  mines 
for  preferred  movement  of  coal  to  the  Northwest,  was  presented  to 
the  Interstate  Commerce  Commission  as  early  as  May  13.  Do  you 
know  why  action  along  that  line  was  deferred  until  July  20,  or  why 
such  action  was  avoided  when  service  order  No.  7  was  issued? 

Mr.  ArrcHisoN.  I  think  a  Mr.  Groverman  came  along  to  us  about — 
I  wouldn't  say  May  13,  because  my  first  connection  with  this  bureau, 
responsible  connection,  was  May  12 — but  shortly  after  the  carriers 
filed  their  petition  Mr.  Groverman  made  a  suggestion,  not  in  detail, 
as  presented  in  service  order  No.  10,  but  his  suggestion  was  this,  that 
we  should  issue  an  order  that  when  any  mine  announced  that  it  was 
willing  to  ship  to  the  head  of  thi  Lakes  it  should  have  a  100  per  cent 
car  supply. 

Senator  Kenyon.  Was  the  order  made  ? 

Mr.  ArrcHisoN.  It  never  was.  We  did  not  feel  warranted  at  that 
time  in  making  it. 

Senator  Kenyon.  Well,  is  that  the  reason  of  delaying  any  order 
mitilJuly20? 

Mr.  AiTCHisoN.  His  representation? 

Senator  ICenyon.  Or  any  representation? 

Mr.  ArrcHisoN.  No. 

•Senator  Kenyon.  You  don't  know  why  that  was  delayed  ? 

Mr.  AiTCHisoN.  We  first  made  order  No.  6. 

Senator  Kenyon.  What  is  the  date  of  that;  do  you  remember? 

Mr.  ArrcHisoN.  There  was  no  pool  at  the  Lake  whereby  Mr. 
Groverman's  scheme  could  be  made  effective,  and  we  first  had  to 
coerce  them  and  to  take  some  prettv  drastic  action  and  finally  tell 
^them  that  there  was  no  reason  why  they  should  not  form  the  pool  in 
48  hours;  and  if  they  did  not  do  so,  we  would  take  some  other  and 
appropriate  steps,  aiid  if  necessary  we  would  embargo  equipment  to 
every  man  who  was  not  in  the  pool.  Then  they  formed  their  pool, 
but  the  pool  was  not  formed  effectively  until  along  about  the  1st  of 
June. 

Senator  Kenyon.  You  think  you  had  the  power  to  embargo  these 
people? 

Mr.  AiTCHisoN.  We  were  willing  to  try  it.  By  embargo  I  mean  to 
give  a  preference  to  the  pool,  that  the  other  man  could  move  his 
traffic,  but  move  it  after  the  pool  traffic. 

Senator  Kenyon.  When  vou  made  these  various  orders  did  you 
call  in  the  representatives  oi  the  railroads  and  the  coal  operators? 

Mr.  ArrcHisoN.  Largely. 

Senator  Kenyon.  Were  there  any  kind  of  hearings? 

Mr.  AitchisonT  In  respect  to  service  orders  Nos.  1,  2,  and  3  the 

Fineral  public  was  not  heard.    With  respect  to  order  No.  6  I  think 
heard  everybody  who  could  physically  get  to  me. 
Senator  Kenyon.  Don't  you  think  the  public  should  be  heard  in 
those  matters  ? 

Mr.  ArrcHTSON.  I  think  not  in  an  emergency  case  requirincr  im- 
mediate action,  where  we  are  willing  to  assume  the  responsibility 
with  which  we  are  charged;  and  the  law  specifically  provided  that 
we  may  act  with  or  without  hearing,  as  our  discretion  nictates. 
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Senator  Kenton.  I  know  it  does,  but  as  a  general  principle  don't 
you  believe  it  would  be  better  to  have  the  public  represented  ? 

Mr.  AiTCHisoN.  Where  there  is  time  for  it ;  but  in  this  situation  it 
was  first  aid  to  the  injured  that  was  required  rather  than  hearings. 

Senator  Ken  yon.  Was  the  public  heard  in  the  rate  increase  ? 

Mr.  AiTCHisoN.  Several  weeks.  By  the  way,  Senator  Calder  asked 
in  a  letter  why  we  haven't  put  a  lower  percentage  of  increase  on  these 
low  graded  commodities  m  the  recent  general  advance  order  that 
we  have  on  other  commodities.    Would  you  care  to  go  into  that  ? 

Senator  Kenyon.  Well,  briefly. 

Mr.  AiTcmsoN.  In  the  first  place  the  guaranty  of  the  Government 
extends  until  September  1  and  the  drain  on  the  Public  Treasury  to 
make  up  this  guaranty  runs  into  the  matter  of  millions  of  dollars 
a  day,  and  we  felt  that  we  should  exercise  every  possible  expedition 
in  getting  the  burden  shifted  from  the  Public  Treasury  to  the  car- 
riers. Our  decision  was  made  on  July  29,  23  days  after  the  case  was 
submitted  upon  oral  argument,  and  9  days,  as  I  recall  it,  after  the 
labor  award  was  announced.  Physicallv  there  was  absolutely  not 
any  opportunity  to  attempt  to  work  ou^  the  literally  millions  oi  rates 
that  would  have  been  needed  if  we  had  attempted  to  put  in  a  thor- 
oughly precise  and  scientific  schedule.  We  were  also  aware  that  with 
respect  to  the  commodity  of  brick,  there  is  now  pending  before  us 
a  general  complaint  brought  by  the  brick  interests  which  has  to  do 
with  the  rates  on  that  conmiodity  in  the  territory  east  of  the  Rocky 
Mountains.  With  respect  to  cement,  we  have  been  all  through  that, 
and  in  the  territory  east  of  the  Rocky  Mountains  had  prescribed  the 
cement  rates.  The  question  of  relation  is  one  which  is  generally 
deemed  important  by  those  interests.  With  respect  to  cement  and 
gravel,  the  movement  is  short  and  it  has  seemed  to  us  to  be  impossible 
to  attempt  to  work  out  any  general  schedule  which  would  apply  on 
these  commodities  in  the  brief  time  that  we  had  in  the  general  case, 
as  the  record  was  necessarily  insufficient  and  physically  there  wasn't 
time  possible  to  make  a  precise  schedule  of  rates. 

There  was  sufficient  shown  so  that  we  felt  in  the  exercise  of  what 
we  deemed  our  sound  judgment  that  we  couldn't  make  any  exception 
of  these  commodities  in  the  general  case  with  justice  to  other  com- 
modities. Then,  again,  there  was  the  Question  of  substitutes  and 
competing  commodities.  For  instance,  building  stone  had  a  very 
strong  case  and  terra  cotta  is  tied  up  with  the  ouilding  stone,  and 
then  again  along  with  stone  and  gravel  comes  cement,  and  with 
cement  come  the  ingredients  for  the  cement,  all  of  which  must  have 
a  low  rate  in  order  to  permit  a  low  price  available  on  the  finished 

Croduct.    And  when  you  are  taking  care  of  sand,  gravel,  cement,  and 
rick,  we  have  the  question  of  steel  as  a  competing  structure,  and 
lumber,  all  interrelated  and  competing  with  each  other. 

It  seemed  that  the  fair  thing  to  do  was  to  provide  for  a  fair  per- 
centage of  increase  for  all  of  them.  The  increase  provided  is  very 
much  less  expressed  in  cents  on  these  commodities  than  on  those 
which  the  committee  has  mentioned  before  as  able  to  stand  an  in- 
crease. We  expect  that  we  will  have  to  make  amendments,  and  we 
will  doubtless  do  so,  as  complaints  come  to  us  as  thp  carriers  fail  to 
make  adjustment  upon  reexamination  of  this  question. 
Senator  Kenton.  They  propose  to  increase  them  all  ? 
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Mr.  AiTCHisoN.  Yes. 

Senator  JCenyon.  Increase  building  material.    What  is  that  ? 

Mr.  AiTCHisoN.  Forty  per  cent  in  the  eastern  territory. 

Mr.  Miller.  I  may  say  that  the  gentlemen  having  this  in  charge 
give  the  impression  that  they  are  supposed  to  make  the  full  40  per 
cent  increase  by  the  order. 

Senator  Kenyon.  The  commission  says,  on  page  250  of  the  deci- 
sion of  the  Interstate  Commerce  Commission,  reierring  to  the  rates 
on  sand,  gravel,  slag,  etc. — 

that  carriers  have  stated  a  wiUlngness  to  promptly  adjust  rates  In  cases  where 
hardship  results  from  the  general  percentage  increases,  and  special  attention 
is  called  to  these  commodities,  to  the  end  that  such  action  may  be  taken  as  the 
facts  seem  to  warrant. 

Do  you  know  whether  the  railroads  contemplate  any  such  relief? 

Mr.  AiTCHisoN.  I  have  no  direct  information. 

Senator  Kenyon.  Mr.  Willard  testified  about  that  yesterday. 

Mr.  Miller.  We  asked  him,  and  his  information  was  rather  that 
there  would  be  no  relief  given. 

Mr.  AiTCHisoN.  Well,  this  may  be  said :  We  can  prescribe  40  per 
cent  or  any  other  per  cent,  but  there  is  in  practice  a  maximum  be- 
yond which  the  carriers  can  not  safely  go  in  their  increases,  or  the 
traffic  will  not  move,  and  that  will  have  to  be  recognized  eventually. 

Senator  Bjenyon.  Do  you  think  there  is  a  limit  that  the  people  can 
stand? 

Mr.  ArrcHisoN.  I  think  there  is,  but,  Senator,  I  don't  say  that  the 
limit  is  going  to  be  one  that  the  carriers  can  readily  determine. 

Senator  ISjnyon.  It  has  been  stated  to  this  committee  that  after  a 
request  for  a  mandatory  order  against  reconsignment  had  reached  the 
Interstate  Commerce  (Jommission,  its  action  was  delayed  indefinitely 
owing  to  vigorous  remonstrances  on  the  part  of  interested  parties. 
Can  you  tell  us  who  were  these  interested  parties  ? 

Mr.  AiTCHisoN.  I  think  that  probably  refers  to  Mr.  Cushing,  who 
represents  the  wholesale  coal  dealers.  The  commission  has  heard 
those  who  have  desired  to  express  themselves  in  letter  or  by  personal 
interview  on  all  these  subjects  so  far  as  it  has  been  hmnanly  possible, 
but  we  have  not  delayed  any  action  on  their  account. 

Senator  Kenyon.  ^Vhat  are  the  regulations  governing  the  distri- 
bution of  open-top  equipment  west  of  the  Mississippi  Kiver  as  be- 
tween commodities  at  the  present  time  ? 

Mr.  AiTCHisoN.  Mr.  Quirk  can  possibly  answer  that. 

Mr.  QmRK.  Prior  to  the  issuance  of  the  service  orders  7  and  9  by 
the  Interstate  Commerce  Commission  the  railroads  under  the  right 
that  they  have  to  initiate  their  own  rules  had  prescribed  a  rule  called 
circular  33  of  the  American  Railway  Association,  which  required  the 
railroads  all  over  the  United  States  to  supply  the  coal  needs  up  to  60 
per  cent  of  the  ears  available,  open-top  cars  I  mean,  before  being  as- 
signed for  any  other  use.  That  circular  was  canceled  soon  after  the 
commission  entered  the  field  with  order  No.  7  but  the  railroads  have 
in  particular  places  throughout  the  territory  west  of  the  Mississippi 
River  admonished  the  railroads  to  look  after  the  coal  needs,  and  to 
that  extent  and  without  any  fixed  rule  they  have  preferred  coal  here 
and  there  in  the  West.    We  have  had  some  complamts  on  it. 
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Mr.  ArrcHisoN.  One  other  preferential  use  of  coal  that  the  Inter- 
state Commerce  Commission  has  encouraged,  although  it  is  not  cov-^ 
ered  by  any  formal  order,  is  to  keep  threshing  machines  going. 

Senator  Kenton.  Have  you  entered  any  recent  order  under  demur- 
rage? 

Mr.  AiTCHisoN.  I  guess  that  refers  to  the  special  permission  No. 
50321  with  respect  to  the  reconsignment  rates.  It  is  not  strictly  de- 
murrage but  is  in  addition  to  demurrage. 

Mr.  Quirk.  $10  a  day  in  addition  to  demurrage  after  the  free  time 
has  expired  on  cars  of  coal. 

Mr.  AiTCHisoN.  That  applies  to  all  open-top  cars  and  cars  loaded 
with  lumber  and  coke,  and  provides  a  storage  charge  of  $10  a  day- 
over  the  free  time.  You  have  this  in  mind,  that  there  is  in  contem- 
plation some  further  amendments  to  the  demurrage  rules.  Is  that 
what  you  had  in  mind  ? 

Senator  Kenton.  I  had  in  mind  something  of  that  kind. 

Mr.  ArrcHisoN.  Well,  that  is  on  the  way,  but  it  has  not  come  to  ua 
by  way  of  application  of  the  carriers  to  put  in  an  amended  rate. 

Senator  Kenyon.  Do  you  think  that  something  further  must  be^ 
done  under  the  demurrage  question  to  insure  more  prompt  unload- 
ing?    Oh,  that  may  not  be  a  fair  question. 

Mr.  AiTCHisoN.  It  is  one  of  the  things  that  is  going  to  come  to  us 
shortly. 

Senator  Kenton.  We  have  had  that  Baltimore  question  up,  which 
you  say  is  due  to  strike. 

Mr.  AiTCHisoN.  I  think  it  was  due  to  the  strike  or  preceded  the 
strike. 

Senator  Kenyon.  Do  you  know  whether  the  railroads  receive  cars 
of  coal  which  they  knew  would  be  diverted  in  transit? 

Mr.  ArrcHisoN.  If  they  do  not,  they  violate  their  tariffs  and  are 
subject  to  all  of  the  penalties  which  go  with  such  violation,  because 
the  tariffs  of  most  of  the  carriers  carry  such  provision.  It  is  a  privi« 
lege  that  they  charge  for  and  hold  out  to  the  public. 

Senator  Kenyon.  Does  that  have  any  effect  on  the  orders  you  issue,, 
where  you  know  a  road  is  doing  that?  I  think  that  is  not  a  clear 
question. 

Mr.  AncHisoN.  Ordinarily  it  is  not  a  reprehensible  practice,  but 
is  a  very  justifiable  practice,  one  which  tends  to  fluidity  of  movement 
and  is  a  very  great  facility  to  the  shipper  and  the  consignee  and  is- 
a  thing  in  normal  times  we  would  encourage  until  it  became  abused. 

Senator  Kenyon.  Of  course,  it  could  be  abused. 

Mr.  AncHisoN.  That  is  the  reason  we  have  prevented  more  than 
the  one  reconsignment  of  coal  now. 

Senator  Kenyon.  You  have  done  that? 

Mr.  AncHisoN.  Well,  in  this  special  permission  No.  50321. 

Senator  Kenyon.  This  committee  has  been  informed  that  there  is 
a  considerable  nmnber  of  idle  vessels  of  the  Shipping  Board  suitable 
for  coastwise  trade,  but  that  the  transportation  charge  for  coal  from 
the  Pocahontas  district  to  New  England  is  now  $5.25  and  that  the 
all-rail  rate  from  the  Clearfield  diSrict  to  New  England  and  that 
the  rail  and  ocean  rates  will  be  $5.04  from  the  Clearfield  district  to- 
New  England,  and  that  the  rail  and  ocean  rates  will  be  increased  at 
least  by  80  cents,  to  $6.05.     In  order  to  relieve  the  railroad  shortage,. 
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this  coinniittee  has  urged  the  Shipping  Board  to  reduce  its  water 
rate  from  $2.75  to  $1.50  from  Hampton  Roads  to  Boston.  This 
would  bring  the  water  rates  below  the  rail  rates.  Have  you  ever 
recommended  such  a  reduction? 

Mr.  AiTCHisoN.  We  have  not  recommended  any  changes  to  reduce 
charges  by  the  Shipping  Board,  nor  has  the  Shipping  Board  recom- 
mended to  us  what  we  should  do  with  respect  to  the  railroads. 

Senator  Kenyon.  You  work  in  harmony? 

Mr.  Aitchison.  I  think  so.  We  have  a  conference  every  Wednes- 
day afternoon  with  representatives  of  the  Shipping  Board  and  the 
Department  of  Commerce  and  the  Department  of  State,  and  in  addi- 
tion to  that  there  is  a  general  economic  liaison  committee  which 
meets  weekly  in  which  the  departments  I  have  mentioned  participate. 

Senator  Kenyon.  A  cheaper  rate,  of  course,  by  the  Shipping 
Board  to  New  England  would  release  cars  for  use  on  other  lines. 

Mr.  Aitchison.  The  New  England  representatives  at  the  time  they 
were  before  us  urging  the  adoption  of  the  order  which  became  No.  6 
knew  there  was  this  difference,  they  knew  that  they  would  have  to 
procure  the  equipment  and  would  have  to  pay  more  for  coal  trans- 
ported in  that  way,  and  despite  that  fact  they  announced  their  will- 
ingness to  do  it  in  order  to  get  the  coal. 

I  want  to  point  out,  Senator,  the  marked  increase  in  the  ship- 
ment of  coal  by  rail  to  New  England  this  year.  Undoubtedly  the 
rate  situation  tjfiat  you  mentioned  has  a  pooS  deal  to  do  with  it  and 
also  the  possibility  that  they  could  get  a  little  better  price  at  the  mine 
that  way.  It  is  not  from  a  transportation  standpoint  desirable  to 
overcrowd  that  all-railroad  route. 

Senator  Kenyon.  The  situation  would  be  relieved  a  great  deal  by 
the  water  transportation. 

Mr.  Aitchison.  I  think  so. 

Senator  Kenyon.  That  would  be  a  matter  for  the  Shipping  Board 
to  take  up. 

Mr.  Aitchison.  That  is  their  responsibility. 

Senator  Kenyon.  The  people  of  rf ew  York  State  have  put  $160,- 
000,000  into  the  Barge  Canal.  Is  there  any  way  in  which  you  would 
rwiommend  that  this  waterway  and  other  barge  canals  might  be 
hrought  into  use  to  relieve  the  railroads  of  the  handling  bulkv  freight 
unprofitable  to  the  railroads  and  which  yet  must  be  handled  cheaply 
to  supply  basic  industries? 

Mr.  Aitchison.  I  haven't  looked  into  that,  Senator.  There  is  this 
question  which  we  are  going  into  with  respect  to  the  combination  of 
the  Lake  rates  and  the  rail  rates  on  gram  from  the  Northwest  as 
<»ntrasted  with  the  all-rail  rates,  but  that  is  not  directly  involved 
with  the  New  York  Barge  Canal. 

Senator  Kenyon.  Mr.  Willard  testified  yesterday  before  this  com- 
imttee  that  the  present  shortage  of  coal  could  have  been  anticipated 
and  could  have  been  obviated  by  earlier  action  on  the  part  of  the 
railroads  in  inducing  the  movement  of  cdal  to  New  England  and  the 
Northwest  earlier  in  the  season.    Do  you  acrree  with  this? 

Mr.  Aitchison.  I  don't  think  the  railroads  or  anybody  else  can 
-compel  coal  to  move  where  it  is  not  consigned.  In  order  that  there 
may  be  an  article  moved  in  interstate  transportation  there  must  be 
leside  the  carrier  both  a  consignor  and  a  consignee. 
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Senator  Kenyon.  Somebody  to  buy? 

Mr.  AiTCHisoN.  And  somebody  to  sell,  who  is  willing  to  sell  and 
does  sell. 

Prof.  Johnson.  And  it  is  your  opinion  that  the  railroads  did  not^ 
deny  transportation  of  coal  to  the  Northwest  ? 

Mr  AiTCHisoN.  Unquestionably,  Prof.  Johnson,  they  were  un- 
able to  supply  all  of  the  transportation  that  was  called  for.  We  talk 
about  a  60  per  cent  car  supply.  That  does  not  mean  60  per  cent  of 
the  coal  which  ought  to  be  produced  or  could  be  produced.  The 
system  of  mine  ratings  has  grown  up  under  a  formula  which  was 
prescribed  by  the  Railroad  Administration.  If  we  were  to  take  100 
per  cent  of  the  mine  ratings  of  the  country  and  could  supply  equip- 
ment at  the  rate  of  100  per  cent  right  along,  this  country  would  be 
glutted  with  coal  in  a  very  short  order,  because  the  total  mine  rat- 
mgs  would  produce  upward  of  19,000,000  tons  per  week,  whereas  if 
we  could  keep  close  to  12,000,000  tons  we  are  supplying  all  or  more 
than  we  need. 

The  mine  ratings  probably  run,  or  rather  the  efficient  production 
of  the  mines  runs,  about  60  per  cent  of  the  mine  ratings,  so  that 
when  we  speak  about  a  60  per  cent  car  supply  it  probably  amounts 
to  all  that  ought  to  be  given,  by  and  large. 

Now,  I  have  heard  this  statement  made,  not  once  but  a  good  many 
times,  in  the  presence  of  coal  operators,  and  I  never  have  heard  it 
denied,  that  the  bituminous-coal  industry  in  this  country  is  over- 
developed and  that  the  country  can  not  absorb  the  full  efficient  out- 
put of  the  mines  which  normally  are  in  existence,  and  when  we  have 
a  time  like  this  when  prices  are  high  many  mines  that  can  not  operate 
and  do  not  operate  in  normal  times  open  up.  They  do  not  add  one 
single  car  to  the  quota,  but  they  take  cars  from  steady  producers; 
and  to  that  extent,  when  these  sporadic  mines  open  up,  they  reduce 
the  car  supply  of  everybody  and  they  do  not  add  to  the  total  pro- 
duction; probably  the  contrary. 

Mr.  Curtis.  What  are  the  wagon  mines? 

Mr.  ArrcHisoN.  The  small  mines,  wagon  and  others.  Now,  at 
the  present  time,  I  understand,  there  are  upwards  of  7,500  mines  in 
the  country,  ily  recollection  is  that  is  about  3,000  in  excess  of  the 
normal  number  of  steady  producers.  They  are  all  demanding  their 
share  of  cars  and  they  diminish  the  quantity  each  mine  can  get. 
They  diminish  the  car  supply  of  the  steady  producers  and  decrease- 
the  opportunity  of  the  steady  producers  to  give  steady  work  to  their 
men,  and  thereby  foment  labor  trouble. 

Senator  Kenyon.  I  don't  think  we  have  asked  you,  but  probably 
you  know  in  a  general  way  the  general  condition  of  cars  in  the 
country. 

Mr.  AiTCHisoN.  I  have  given  you  some  figures  which  were  fur- 
nished to  me  by  our  Bureau  of  Service,  including  all  the  number  of 
bad-order  cars,  which  compares  favorably  with  last  year,  and  still 
it  is  conceded  to  be  too  much.  It  ought  to  be  reduced.  The  carriers 
claim  great  difficulty  to  get  the  men  who  can  make  the  repairs.  They 
claim  that  under  their  working  arrangements  entered  into  during  the 
period  of  the  Eailroad  Administration  unnecessary  and  harsh  re- 
strictions were  made  as  to  the  experience  of  the  men  they  are  per- 
mitted to  employ.  As  a  consequence,  they  are  obliged  to  go  into  the 
open  market  and  farm  out  their  repair  work. 
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Senator  Kenton.  Does  the  responsibility  for  prearranging  move- 
ment of  freight  to  avoid  congestion  lay  with  the  Association  of  Rail- 
way Executives  or  with  the  Interstate  Commerce  Commission? 

Mr.  ArrcHisoN.  Well,  I  don't  know  that  we  have  been  given  by 
Congress  any  power,  except  to  the  issuance  of  permits,  to  say  when 
traMc  shall  mdve. 

Senator  Ken  yon.  You  can  make  suggestions  I  assume? 

Mr.  AiTcmsoN.  I  do  not  see  the  practical  application  of  the  ques- 
tion, unless  it  can  be  made  specific. 

Senator  Kenyox.  I  don't  either. 

Mr.  MiLL£R.  Is  anything  being  done  by  anyone  to  prevent  the  re- 
currence of  the  same  condition  next  year  in  the  Northwest  or  New 
England  that  occurred  this  year  ? 

Mr.  AiTCHiNsoN.  Most  certainly  there  is.  We  are  loaning  money 
by  the  hundreds  of  millions  of  dollars  to  the  carriers  to  get  equip- 
ment. 

Senator  Kenyon.  The  question  of  speculation  of  coal  has  been  gone 
Jito  before  here.  Wouldn't  tliere  be  some  way  of  stopping  the  use  of 
cars  for  coal  speculative  purposes,  or  is  it  possible  to  determine  when 
it  is  being  used  for  speculation.  Do  you  think  you  have  tlie  power 
to  do  that  ? 

Mr.  AiTcmsoN.  I  don't  find  the  word  "  speculation  "  in  the  inter- 
state commerce  act. 

We  do  find  the  words  "  car  service,"  and  service,  of  course,  means 
^ood  service,  and  I  think  we  can  do  what  we  reasonably  can  con- 
sistent with  rights  recognized  as  inhering  in  the  shippers  to  keep 
traffic  fluid,  regardless  of  whether  it  is  for  a  speculative  purpose. 

Senator  Kenyon.  I  assume  the  commission  is,  of  course,  just  as 
aware  of  the  importance  of  this  question  as  anybody  else  and  doing 
everything  it  can  to  remedy  it. 

Mr.  AiTCHisoN.  The  whole  question  has  given  us  great  concern. 
Xone  of  us  get  any  vacation  this  year  who  have  anything  to  do  with 
this  service  work.  I  might  say  tnat  I  have  been  fighting  car  short- 
ages since  the  year  1907  in  one  capacity  or  another,  as  railroad  com- 
missioner, as  a  public-service  commissioner,  or  an  interstate-com- 
merce commissioner,  and  the  pulling  and  the  hauling  that  there  has 
been  has  been  absolutely  beyond  all  possibility  of  description.  I  had 
no  conception  that  there  could  be  such  a  thing.  Each  man  who  comes 
in  feels  that  his  commodity  is  the  one  which  has  to  be  taken  care  of. 
There  is  a  good  deal  of  selfishness  about  it  and  there  is  a  good  deal 
of  misinformation. 

Senator  Kenyon.  If  people  would  quit  being  selfish  we  would  not 
have  any  trouble  with  this  question.  Here  is  a  question  that  has  been 
handed  up. 

Have  the  railroads  the  right  to  make  rules  affecting  the  rights  of 
shippers  without  publishing  such  rules  or  otherwise  making  them 
known  to  the  public? 

Mr.  ArrcHisoN.  Section  6  of  the  interstate  commerce  act  provides 
for  the  publication  of  schedules  of  rates.  I  take  it  that  that  will  not 
be  included  in  the  question.  Paragraph  11  of  section  1  of  the  inter- 
state commerce  act  requires  the  carriers  to  establish  and  obserye  just 
and  reasonable  rules  and  regulations  with  respect  to  car  service.    The 
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act  also  provides  in  paragraph  13  of  the  same  section  that  the  com- 
mission is  authorized  by  general  or  special  order  to  require  all  car- 
riers of  railroads  subject  to  this  act  or  any  of  them  to  file  their  rules 
and  regulations  with  respect  to  car  service.  The  commission  may 
in  its  discretion  direct  all  such  rules  and  regulations  be  incorporated 
in  schedules  showing  rates  and  charges  for  transportation  and  be 
subject  to  any  and  all  of  the  provisions  of  this  act  relating  thereto. 

The  whole  matter  of  the  publication  of  the  car-service  rules  is 
now  under  consideration  hy  the  carriers  who  are  proposing  to  work 
up  in  tariff  form  a  set  of  interchange  rules,  which,  when  filed  with 
us,  will  have  the  force  and  operation  of  law  and  give  legal  authority 
to  what  at  the  present  time  rests  on  only  voluntary  action  on  their 
part. 

Senator  Kenyon.  Well,  you  could  require  them  to  do  it. 

Mr.  ArrcHisoN.  We  can  require  them. 

Senator  Kenton.  But  it  never  has  been  done. 

Mr.  AiTCHisoN.  It  has  not  been  done  in  the  10  weeks  that  we  have 
been  on  this  problem.  Under  the  Esch  act  it  could  have  been  done, 
but  Federal  control  came  along  December  26,  1917,  and  terminated 
March  1,  1920,  during  which  time  we  exercised  no  such  jurisdiction. 
I  want  to  say,  Senator,  that  in  the  10  weeks'  time  or  thereabouts  that 
we  have  had  this  matter  in  hand,  everything  that  human  beings 
could  do  has  been  done  in  the  way  of  giving  attention  to  this  problem. 

Senator  Kenyon.  You  have  had  a  very  difficult  problem,  there  is  no 
doubt  about  that. 

Mr.  Quirk.  Pardon  mv  suggestion  in  the  matter.  The  railroads 
have  filed  all  of  their  rules  with  respect  to  car  service  but  not  as  a 
tariff. 

A  Voice.  May  I  ask  one  question.  The  ordering  of  the  ventilator 
cars  empty  southbound :  You  don't  think  that  where  commodities  can 
be  loaded  quickly  and  unloaded  quickly  that  they  should  be  loaded 
South? 

Mr.  AiTCHisoN.  Well,  I  don't  know.  That  is  one  of  those  ques- 
tions that  you  can  answer  either  wav  and  it  will  be  a  half  truth. 
Now,  as  to  the  particular  shipment  I  can  not  say  here.  Generally 
speaking,  the  subject  of  a  balanced  movement  is  very  important, 
as  for  instance,  when  we  stood  up  against  importunities  and  com- 
pelled the  movement  of  empty  box  cars  West  to  the  grain  fields,  to 
clean  up  as  far  as  we  could  the  remainder  of  the  crop  that  was  on 
hand,  and  as  I  am  convinced  avoided  a  panic.  It  was  utterly  out  of 
the  question  to  stop  and  let  those  cars  be  loaded  with  cement  for 
God  knows  where,  losing  all  control  of  them,  permitting  them  to  be 
subject  to  reconsi^ment,  letting  free  time  run  at  the  loading  point 
and  unloading  point,  slowing  up  the  movement,  because  they  were 
full  cars  rather  than  empty.  As  a  general  proposition  the  balanced 
movement  is  desirable  as  economic. 

Senator  Kenyon.  We  are  very  much  obliged  to  you  for  your  state- 
ments this  afternoon. 

Mr.  ArrcHisoN.  May  I  say.  Senator,  that  what  I  have  said  has  been 
my  own  individual  views;  naturally  the  commission  has  not  had  a 
chance  to  consider  what  I  have  said. 
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United  States  Senate, 
Special  Committee  on  Keconstbuction  and  Production, 

June  3, 1920, 
Hod.  Clyde  B.  Aitchison, 

Interstate  Commerce  Commission,  Washington,  D.  C. 

My  Deas  Mb.  Aitchison  :  At  your  convenience  will  you  advise  me  as  to  auy 
steps  contemplated  by  the  Interstate  Commerce  Commission  to  relieve  the  con- 
dition which  has  arisen  in  the  building  industry  throughout  the  United  States 
because  of  the  lack  of  transportation? 

I  am  informed  that  producers  of  building  materials  are  experiencing  trouble 
in  securing  cars ;  that  the  car  supply  does  not  exceed  10  per  cent  of  the  need ; 
and  that  even  where  a  limited  supply  of  cars  is  available,  shipments  are  fre- 
quently impossible  because  of  embargoes.  A  number  of-  plants  manufacturing 
building  material  are  shutting  down  because  of  their  inability  to  secure  trans- 
portation for  their  finished  product  or  fuel  for  their  operations.  Building 
materials  contracted  for  and  ready  for  shipment  are  unavailable  because  of 
lack  of  transportation.  Contractors'  bids  are  forced  upward  because  they  must 
include  estimates  for  losses  on  account  of  the  uncertainty  and  delay  In  delivery 
of  materials. 

The  peed  for  construction  and  housing  has  been  accumulating  for  several 
years.  The  housing  shortage  Is  now  very  serious  and  Nation-wide  in  character. 
Some  property  owners  have  taken  advantage  of  the  shortage  to  so  advance 
rentals  that  drastic  legislation  has  followed.  Such  legislation,  while  minimiz- 
ing extortion,  has  not  increased  the  number  of  available  homes. 

During  the  war  building  materials  were  placed  at  the  bottom  of  the  preferen- 
tial list ;  in  fact,  construction  not  immediately  necessary  for  the  prosecution  of 
the  war  was  well-night  prohibited.  Judge  Lovett's  priority  order  No.  2,  which 
denied  the  use  of  open  freight  cars  for  the  transportation  of  building  materials, 
was  reinforced  by  an  Increase  in  freight  rates  on  building  materials  double 
the  increase  which  was  fixed  on  other  commodities  at  that  time. 

TraiLsportation  of  materials  for  the  building  of  homes  and  of  fuel  needed 
to  operate  the  plants  manufacturing  building  materials  might,  in  part,  relieve 
the  present  critical  condition.  It  is  possible  tliat  some  plan  may  be  evolved 
to  relieve  the  shortage  through  giving  transportation  preference  to  fuel  and 
commo<lities  such  as  lumber,  brick,  hollow  tile,  etc.,  required  for  housing. 

In  fixing  the  new  schedule  of  freight  rates,  it  is  urged  that  the  commission 
should  take  into  consideration  the  fact  that  rates  on  building  materials  were 
increased  on  an  average  double  the  Increase  placed  on  other  ciimmodltit^s.  to- 
;jether  with  the  fact  that  building  materials  require  the  miniuuun  of  terminal 
faclUties. 

I  am  advised  that  you  now  have  before  you  a  memorial  from  the  National 
Federation  of  Construction  Industries,  to  which  I  hope  you  will  give  your 
earnest  consideration. 

I  am  not  unmindful  of  th'?  f»u-t  that  the  t'lilroads  themselves  are  In  tho 
greatest  need  of  funds  for  rehabilitation,  but  I  believe  that  a  comparatively 
small  amount  of  revenue  can  be  derived  from  the  freight  of  the  construction 
industry  until  the  industry  Itself  is  In  a  thriving  condition.  I  am  sure  that  the 
commission  will  appreciate  the  alarming  possibilities  of  a  continued  shortage  of 
bousing  and  construction  upon  the  industrial  and  social  welfare  of  the  Nation. 

The  special  Committee  on  Reconstruction  and  Production  of  the  Senate,  of 
which  I  am  chairman,  is  giving  consideration  to  means  of  fostering  and  stimulat- 
ing construction  work  of  all  kinds.  The  committee  is  naturally  desirous  of 
obtaining  all  possible  Information,  and  is  particularly  interested  in  learning 
wliat  steps  may  be  contemplated  by  the  Interstate  Commerce  Commission  to 
relieve  the  present  lack  of  transportation  for  construction  materials. 
Very  truly,  yours. 

Chairman. 

Interstate  Commerce  Commission, 

Washington,  June  2^,  1920, 
Hon.  William  M.  Calder, 

United  States  Senate,  Washington,  D,  C. 

My  Dear  Senator  :  Your  letter  of  .Tune  3,  asking  what  steps  the  commission 
intends  to  take  to  relieve  the  present  lack  of  transportation  for  construction 
materials,  has  been  before  me  continuously  since  Its  receipt;  but  the  situation 
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has  so  changed,  practically  from  hour  to  hour,  that  I  have  not  felt  I  could  an- 
swer with  competence. 

The  situation  confronting  the  producers  and  consumers  of  buildinj;  materials 
is  one  affecting  almost  ev^ry  line  of  industry.  A  car  shortage  has  existed  for 
some  time.  It  has  l>een  made  more  acute  by  reason  of  the  labor  troubles  sur- 
rounding railroads,  particularly  in  terminals.  These  labor  difficulties  have 
materially  reduced  the  movement  of  all  kinds  of  equipment,  thus  requiring  ap- 
proximately two  cars  to  do  the  work  of  one  by  reason  of  the  slow  terminal 
movement.  Failure  of  shippers  to  unload  promptly,  strikes  of  teamsters,  and 
other  matters  beyond  the  control  of  the  carriers,  have  servc*d  to  accentuate 
the  shortage  and  congestion. 

The  claims  of  the  construction  industries  to  preference  in  the  movement  of 
freight  and  the  relation  of  those  inchistries  and  their  products  to  the  national 
welfare  have  been  expressed  to  us  by  many  of  such  industries  and  have  been 
well  understood  by  the  commissiou.  There  has  been  keen  comi»etition  between 
the  construction  industries,  particularly  the  road  building,  and  the  shippers  of 
coal  for  the  limited  supply  of  equipment  suitable  for  the  transportation  of  build- 
ing nuiteiial  or  coal.  Tiie  situation  has  developed  into  one  of  such  an  eujor^ent 
character  that  we  have  felt  that  it  would  be  our  grave  duty  to  require  for  a 
period  of  30  days  the  1(X)  i>er  cent  usi»  of  open-top  equipment  suitable  for  the 
tninsportation  of  coal  in  the  furnishing  of  thai  necessary  within  the  territory 
east  of  the  Mississippi.  In  so  doing  we  have  provided  that  such  equipment  may 
be  used  in  the  direction  toward  the  mines,  but  not  In  a  circuitous  route  for  the 
transportation  of  other  commodities  than  coal,  and  to  such  extent  coal  cars  are 
available  for  the  various  building  industries. 

We  have  found  it  necessary  to  require  the  relocation  of  some  20,000  box  cars 
and  38,000  coal  cars  which  had  gotten  into  the  wrong  territory,  in  order  to 
avoid  the  threatened  collapse  of  credit  and  the  very  serious  situation  which 
confronted  us  in  the  mid<lle  of  May  when  the  carriers  Invoked  the  exercise  of 
our  emergency  powers. 

Appreciating,  as  we  all  do,  the  needs  of  the  country,  which  the  building  In- 
dustry alone  can  serve,  it  has  seemed  to  us  to  be  our  plain  duty,  first,  to  pro- 
vide, as  far  as  we  may,  for  the  transportation  of  fuel  and  foodstuffs.  We  have 
iM'en  extremely  reluctant  to  issue  priority  orders  for  particular  commodities, 
for  experience  has  abundantly  shown  that  they  have  the  Inevitable  effect  of  de- 
creasing the  total  amount  of  transportation  which  can  be  performeil  in  a  time 
of  emergency.  We  have  endeavored  to  open  the  congested  gateways,  and  to 
this  end  have  established  In  29  of  the  principal  railroad  centers  terminal  com- 
mittees, which  are  dally  cooperating  with  the  local  committees  of  the  car  serv- 
ice commission  of  the  American  Railroad  Association.  These  committees  have 
been  extremely  helpful  in  clearing  up  the  congestion  and  in  adjusting  traffic 
difficulties.  Iimumerable  matters  have  been  taken  up  with  them  or  with  our 
bureau  of  seiTlce  here.  The  order  for  the  rerouting  of  freight  In  the  Interest 
of  expedition -and  to  avoid  congestion  has  Itself  released  a  large  amount  of 
«»ijnlpment. 

\ery  truly,  yours,  Clyde  B.  Aitchison, 

Comynisfiiofier. 


29  West  Thirty-ninth  Street, 

New  York  City,  July  30,  1920, 
Interstate  Commerce  Commission. 

Washington,  J).  C. 

(jEntlemen  :  Testimony  before  the  Senate  Committee  on  Reconstruction  anit 
Production  has  reveale<l  the  most  si'rious  coal  shortage  on  record  in  New  York 
State  and  New  York  City.  Do  priority  orders  thus  far  issued  provide  relief 
for  these  sections? 

It  is  alleged  that  cars  diverted  to  the  coal  trade  by  your  recent  priority  orders 
are  being  held  in  transit  and  at  terminals  for  speculative  purp(»ses.  An  authori- 
tative statement  as  to  the  number  of  coal  cars  delayed  In  transit  and  held  at 
terminals  throughout  the  country,  h:.s  been  requested.  The  enforcement  of  an 
order  by  your  Commission  prohibiting  more  than  one  reconslgnment  of  coal  cara 
has  been  very  strongly  urged  by  all. 

It  has  been  represented  that  coal  cars  needed  for  shljlment  of  coal  to  the  In- 
dustries of  this  country  are  being  u.sed  in  large  numbers  in  the  carrying  of 
coal  to  tidewater  for  export  and  that  a  reasonable  but  effective  curtailment  of 
cars  to  be  used  In  supplying  the  export  trade  would  reduce  the  price  of  coal  In. 
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this  country,  woiikl  relieve  the  domosiie  ^h<)l•t^•ge  of  cor  I,  tmd  would  release  cars 
for  general  industry.  There  is  an  impression  abroad  that  your  (Commission  has 
sometime  since  issued  orders  nquirinj:  shippers  to  secure  perndts  from  your 
body  for  all  coal  exported,  hut  that  this  perndt  system  has  resulted  in  no  cur- 
tailment. 

For  your  infonnatlon,  I  am  inclosing  copy  of  telegram  bearing  particularly 
on  the  subject  of  curbing  of^coul  exports,  just  received  from  Mr.  Louis  J.  Hill, 
chairman  of  the  board,  ({reat  Northern  Railroad. 

In  view  of  the  unfavorable  consequences  to  general  industry'  of  the  continued 
high  price  of  coal:  in  view  of  the  importance  of  relieving  the  car  shortage  in 
some  degree,  at  least;  and  in  view  of  the  impending  demand  for  cars  in  the 
movement  of  crops,  etc.,  I  have  no  doubt  that  you  havt*  under  consideration 
orders  which  will  effectually  prevent  the  reconsignment  of  cars  and  which  will 
in  fact  restrict  the  export  of  coal. 

This  committee  would  be  very  glad  indeed  to  hear  from  Chairman  (Mark, 
Commissioner  Altchison,  or  other  members  of  your  Commission,  in  person,  as  to 
these  measures,  and  also  to  be  enlightened  as  to  the  practical  effectiveness  of 
the  priority  orders  issued  during  the  past  two  months  which  were  designed  to 
relieve  the  coal  shortage,  and  as  to  the  prospect  of  cars  for  moving  construction 
materials  so  necessary  at  this  time  for  relief  of  the  Imusing  shortage  now  in- 
creasing throughout  the  United  States. 
Very  truly  yours, 

Chaibman. 


No.  29  West  Thibty-Ninth  Street. 

New  York,  N.  Y.,  August  6,  1920. 
Interstate  CJommerce  Commission, 

M^ashinoton,  J).  C. 

GENTLEifEN :  We  are  'n  receipt  of  a  telegram,  signed  by  Commissioner  Altchi- 
son, stating  that  he  has  been  designated  by  your  commission  to  appear  before 
this  committee.  We  have  wired  Mr.  Altchison  to-day  requesting  that  he  appear 
on  Friday,  August  13,  and  hope  that  this  date  will  be  agreeable  to  him. 

Th's  committee  was  very  glad,  indeed,  to  learn  of  the  issuance  by  your  com- 
mission of  the  amendment  to  service  order  No.  9,  which,  it  is  said,  will  release 
15,000  open-top  cars  for  the  loading  of  any  and  all  ccmnuodities  requiring  this 
type  of  equpment,  which  cars  heretofore,  under  the  i)r6vision  of  service  orders 
Nog.  6,  7,  and  9  were  confined  exclusively  to  the  loading  of  coal. 

We  are  also  pleased  to  learn  of  your  order  to  the  carriers,  authorizing  them 
to  make  heavy  demurrage  charges  to  the  end  that  coal  cars  may  not  be  used 
for  speculative  purposes  through  storage  and  reconsignment.  Do  we  under- 
stand correctly  that  ths  order  is  permissive  and  not  mandatory,  and  that  the 
carriers  are  given  the  option  of  making  these  charges?  The  feeling  expressed 
in  communications,  addressed  to  the  committee,  has  betm  that  the  situation  was 
sufficiently  grave  to  require  the  actual  enforcement  of  measures  rest  re  ting  the 
use  of  cars  diverted  from  general  industry  to  the  coal  Industry,  when  used  for 
speculation.  We  have  no  doubt  that  Mr.  Altchison  will  bring  before  this  com- 
mittee evidence  as  to  the  extent  of  the  abuse  resulting  from  the  recons  gnment 
privilege  and  as  to  the  effectiveness  of  the  recent  order. 

Regarding  rates,  your  commission  has  wisely  authorized  the  carriers  to  in- 
crease their  rates  in  order  that  they  may  secure  revenue  adequate  to  their  needs. 
We  understand  that  these  rates  are  now  being  compiled  by  the  carriers  for 
filing  with  your  body  and  for  approval. 

The  Senate  Committee  on  Heconstruction  and  Production  is  nnich  concerned  as 
to  the  consequences  of  the  increase  vvhidi  may  he  nmde  upon  low-grade  commodi- 
ties, such  as  sand,  gravel,  crushed  rock,  brick,  cement,  and  other  building  mate- 
rials. Tlie  value  of  these  commoditit^  is  so  low  that  increases  in  freight  rates 
bear  especially  heavy  upon  such  traffic. 

It  is  not  necessary  to  repeat  to  you  the  well-knowTi  principle  that  railroad  rates 
must  necessarily  be  related  to  the  value  of  the  commodity;  that  high  rates  on 
low-grade  commodities  may  prevent  traffic  from  moving  and  thus  reduce  the 
tonnage  and  revenues  of  the  carriers ;  and  that  If  the  basic  materials  of  industry 
are  charged  a  rate  that  limits  their  movement,  the  result  is  a  restrictlcm  of 
general  industry  with  the  consequent  loss  of  traffic  to  the  carriers  and  a  nuich 
more  serious  loss  to  society. 
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These  considerations  make  It  seein  improbable  that  it  will  be  found  wise  or 
indeed  possible  to  increase  the  rates  on  the  basic  building  materials  by  a  per- 
centage as  great  as  the  increase  in  the  transportation  charges  placed  ui)oii 
classified  freight  and  commodities  of  relatively  high  value. 

At  the  present  time  the  rates  on  sand,  brick,  and  similar  construction  mate- 
rials are  comparatively  high  In  consequence  of  the  increase  in  rates  allowed 
to  the  carriers  during  the  war,  at  which  time  we  are  told  the  rates  on  building 
materials  were  advanced  50  per  cent,  while  other  commodities  suartained  an 
advance  of  some  25  i)er  cent.  Indeed,  these  rates  established  during  the  war 
were  a  part  of  a  system  of  embargoing  the  movement  of  materials  not  necessary 
for  the  prosecution  of  the  war. 

If  the  rates  upon  basic  materials  are  now  further  increased  by  40  per  cent, 
or  to  any  very  material  degree,  the  transportation  charges  will  inevitably  seri- 
ously limit  the  movement  of  building  materials  and  the  amount  of  construction 
work  which  can  be  carried  and  covered  by  rentals  sufficiently  low  to  meet  the 
housing  problem. 

For  the  reasons  herein  set  foi'th,  this  committee  earnestly  urges  upon  your 
commission  that  in  giving  consideration  to  the  new  rate  schedules  when  sub- 
mitted by  the  carriers,  you  will  make  such  an  adjustment  in  the  rates  as  will 
cause  the  different  kinds  of  freight  to  bear  the  burden  in  proportion  to  their 
ability  to  pay.  It  Is  the  belief  of  this  committee  that  rates  on  goods  of  high 
value  should  be  increased  a  greater  percentage  than  the  rates  on  goods  of  less 
value. 

Very  truly,  yours. 

Chairman. 

The  Chairman.  We  will  now  hear  Mr.  James. 

STATEMENT  OF  ME.  FEANCIS  B.  JAMES,  OF  WASHINGTON,  D.  C. 

Mr.  James.  My  name  is  Francis  B.  James  and  I  maintain  an  office 
at  Washington,  D.  C,  and  make  a  specialty  of  transportation  mat- 
ters before  the  Interstate  Commerce  Commission  and  before  the 
State  public  utility  commission. 

I  am  expressly  authorized  to-day  to  speak  on  behalf  of  the  paving- 
brick  interest,  but  what  I  say  as  to  paving  brick  is  equally  applicable 
to  all  building  material.  I  participated  before  the  Interstate  Com- 
merce Commission  in  Ex  parte  74,  the  general  advance  rate  case,  on 
behalf  of  the  National  Paving  Brick  Manufacturers'  As^sociation,  the 
National  Face  Brick  Association,  and  the  National  Hollow  Build- 
ing Tile  Association. 

I  have  just  finished  a  trial  of  a  case  before  the  Interstate  Commerce 
Commission  occupying  some  18  days  on  behalf  of  those  three  associa- 
tions. I  want  to  address  myself  to  three  points :  First,  as  to  the  use 
of  equipment  in  the  transportation  of  raw  materials  intended  for 
export  purpose;  the  second,  as  to  equality  of  the  orders  and  the 
powers  assumed  by  the  Interstate  Commerce  Commission  in  the  issue 
of  the  12-service  orders;  third,  as  to  the  regulation  of  intrastate 
traffic  and  the  equipment  necessary  therefor  by  the  State  public  serv- 
ice commission  in  reference  to  intrastate  traffic. 

I  might  say  in  a  particular  matter  I  represented  in  which  I  have 
just  presented  in  a  brief  to  the  Interstate  Commerce  Commission 
under  these  orders  that  for  this  one  particular  client  in  intrastate 
movement,  70  per  cent  of  its  product  moves  intrastate,  and  the  move- 
ment of  the  traffic  is  being  regulated  by  the  Interstate  Commerce 
Commission  claimed  under  the  powers  of  the  Interstate  Commerce 
Board,  although  70  per  cent  of  the  traffic  is  completely  intrastate 
business  and  is  moving  in  intrastate  vehicles  and  properly  subject 
to  the  State  laws  governing  the  intrastate  commerce. 

International  benevolence  has  so  entirely  engrossed  the  thoughts 
of  the  people  that  our  own  American  national  economic  condition 
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has  not  been  seen  in  its  due  and  proper  position.  A  great  volume  of 
our  raw  materials  have  gone  abroad  instead  of  being  turned  into 
finished  products  at  home.  This  exportation  has  consumed  millions 
of  car  days  and  withdrawn  equipment  for  necessary  use  at  home  for 
the  distribution  of  material  so  necessary  for  housing  and  thus  abnor- 
mally increased  the  cost  of  construction  and  exorbitant  rents.  It 
has  curtailed  the  distribution  of  paving  material  and  prevented  the 
construction  and  repair  of  roadways,  and  thus  limited  trucking  which 
might  have  in  turn  helped  the  transportation  problem. 

A  great  deal  has  been  said  to-day  upon  the  subject  of  export  coal. 
For  the  11  months  ending  May,  1920,  19,844,072  tons  of  coal  were 
shipp>ed  abroad  in  export.  As  Mr.  Aitchison  found  from  his  files 
and  which  verifies  the  statement  I  have  here  in  the  month  of  June, 
1920,  2,175,0fX)  tons  of  coal  was  exported.  Taking  the  average  equip- 
ment merely  as  50  tons  of  coal,  although  the  Norfolk  &  Western 
Railroad  and  the  Chesapeake  &  Ohio  Railroad  has  provided  some 
equipment  of  75  tons  per  car,  but  taking  the  normal  car  tonnage  of 
50  tons  per  car,  the  shipment  of  practically  20,000,000  tons  of  coal 
for  the  11  months  ending  May,  1920,  would  represent  400,000  open- 
top  cars. 

Mr.  Aitchison  said  that  it  was  reported  to  him  that  a  car  had 
been  returned  in  two  days.  It  is  general  I3'  conceded,  taking  the 
Pocohontas  fields  and  the  New  River  district,  which  produces  a  semi- 
bituminous  coal  which  is  a  great  favorite  bunking  coal  and  a  great 
favorite  export  coal,  I  find  from  the  statistics  that  I  have  and  also 
from  the  statement  made  by  the  Interstate  Commerce  Commission  in 
the  Saar  Valley  case  in  which  I  participated  as  counsel  and  which 
was  handed  down  only  10  days  ago,  they  said  that  it  takes  10  days  for 
the  round  trip — that  is,  the  loading  and  empty  movement.  Taking 
the  cars  then  for  the  11  months  ending  May,  1920,  will  take  400,000 
open-top  care.  For  11  month,  10  days  movement  for  each  car  empty 
and  loaded,  would  represent  4,000,000  car  days  for  the  export  busi- 
ness alone. 

Now,  I  don't  say  we  ought  not  to  export  coal.  I  represent  clients 
in  the  New  River  district  who  do  export  coal,  but  there  should  be 
taken  into  consideration  the  necessity  at  home  for  the  use  of  equip- 
ment. The  use  of  equipment  for  the  coal  into  New  England  which 
would  go  by  tidewater,  tlje  movement  of  coal  into  the  Northwest 
that  there  might  have  been  utilized  some  of  these  4,000,000  car  days, 
of  open-top  cars  for  the  movement  of  sand,  gravel,  and  brick  and 
hollow  building  tile,  and  as  I  understand  recently  they  have  been 
moving  cement  in  open-top  cars. 

Now,  I  am  not  picking  out  coal.  I  am  only  stating  that  as  an 
illustration;  I  can  give  any  other  illustration,  the  illustration  of 
wheat,  as  a  raw  material.  For  the  11  months  ending  May,  1920, 
there  were  exported  13,611,590  bushels  of  wheat.  Taking  60  pounds 
to  the  bushel  would  be  6,575,089,140  pounds;  60  tons  to  the  car 
would  leave  for  the  11  months  the  use  of  10,220  cars.  If  we  take 
30  days,  which  I  think  is  quite  low,  for  the  loaded  and  empty  move- 
ment that  would  represent  3,270,000  car  days. 

Taking  as  another  illustration  lumber — and  I  represent  lumber 
interests,  too,  that  are  engaged  in  the  export  business.  Taking  a 
thousand  feet  of  lumber  per  ton — there  are  400,000  feet  of  lumber — 
would  represent  400,000  tons  of  lumber,  or  800,000,000  pounds  of 
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lumber.  Taking  the  average  loading  at  60,000  pounds  to  the  car 
would  represent  14,000  cars.  This  lumber  moves  from  the  far  West 
and  takes  an  average  of  60  days  on  the  loaded-car  movement  and  rep- 
resents in  the  11  months  800,000  car  days  for  the  export  of  lumber. 

Now,  it  seems  to  me  that  some  of  the  equipment  and  some  of  those 
car  days  ought  to  be  utilized  for  the  necessary  movement  of  paving 
brick  and  for  paving  material  in  the  construction  of  our  roads,  many 
of  which  are  in  very  bad  repairs,  many  of  which  are,  most  of  which 
must  be,  reconstructed  because  they  were  originally  built  only  for 
pleasure  travel  for  the  use  now  of  the  truck  to  relieve  congested 
railroad  transportation. 

During  the  war  manufacturers  of  brick  were  practically  prohibited 
from  making  brick  on  account  of  the  fuel  supply  imless  they  were 
making  brick  and  building  material  only  for  governmental  purposes. 

I  want  to  next  turn  to  the  order  of  the  Interstate  Commerce  Com- 
mission, and  the  remarks  I  have  to  make  are  as  to  all  of  these  orders. 
All  of  these  orders  are  directed  to  carriers,  subject  to  the  act  to  regu- 
late commerce,  and  any  railroad,  no  matter  how  short,  if  it  inter- 
changes traffic  that  originates  on  its  line  and  goes  to  a  destination 
beyond  a  straight  line,  that  road  becomes  subject  to  the  interstate 
commerce  act.  But  the  mere  fact  that  a  carrier  is  subject  to  the 
interstate  commerce  act  does  not  mean  that  all  of  its  traffic  is  subject 
to  the  interstate  commerce  act  and  subject  to  the  Interstate  (^ommerce 
Commission.  It  is  only  so  much  of  its  traffic  as  moves  in  interstate 
commerce  and  is  of  a  character  subject  to  the  interstate  commerce  act. 
That  part  of  the  traffic  which  moves  in  intrastate,  those  articles  which 
move  in  cars  intrastate,  are  not  subject  to  regulation  by  the  commis- 
sion, but  are  subject  to  the  State  railroad  commissions. 

I  want  to  call  attention  to  subparagraph  a  of  paragraph  2  and  to 
paragraph  2  of  section  1  of  the  act  to  regulate  commerce,  as  amended 
and  supplement,  as  follows : 

The  provisions  of  this  act  shnU  not  apply  to  the  transportation  of  passengers 
or  property,  or  to  the  receiving,  delivering,  storage,  or  handling  of  property 
wholly  within  one  State  and  not  shipped  to  or  from  a  foreign  countrj'  from  or 
to  jiny  place  in  the  I^nite<l  States  as  aforesaid. 

That  is  a  general  provision.  Section  A  defines  the  powers  of  the 
Interstate  Commerce  Commission  and  gives  jurisdiction  over  all  traf- 
fic in  interstate  commerce,  so,  to  make  the  act  beyond  doubt  a  con- 
stitutional enactment  it  must  contain  that  provision. 

Now,  when  they  came  to  frame  the  car-service  section  of  the  act 
so  as  to  j^redude  the  idea  that  as  to  car  service  the  Interstate  Com- 
merce (\)mmission  should  have  jurisdiction  not  only  over  vehicle 
cars  and  otherwise  moving  in  interstate  commerce  and  also  over  the 
cars  for  the  movement  of  articles  moving  in  intrastate  commerce,  sec- 
tion 17  refers  to  this  proviso.  This  is  a  part  of  the  car-service  section 
provision  of  section  1,  the  enlavgement  of  the  Esch  Act  of  car  service, 
and  reads  as  follows: 

Provided,  hotrerrr.  That  nothing  in  this  act  shall  impair  or  affect  the  right  of 
a  State,  in  the  exercise  of  its  police  power,  to  reqnire  just  and  reasonable  freight 
and  passengt^r  sei-vlce  for  intrastate  business,  except  In  so  far  as  such  requlre- 
njent  is  inconsistent  with  any  lawful  order  of  the  commission  made  under  the 
provision  of  this  act. 

You  will  notice  that  this  ]>roviso  does  not  say  inconsistent  with  any 
order  of  the  Intoistate  Commerce  Commission,  but  any  lawful  order 
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of  the  Interstate  Commerce  Commission.  From  the  broad  language 
used  in  the  car-service  section  of  the  Interstate  Commerce  Com- 
mission act,  as  amended  by  the  transportation  act  of  1920,  beginning 
with  paragraph  10  of  the  section,  it  was  undoubtedly  the  belief  of 
Congress  that  it  was  necessary  to  show  the  constitutionality  of  the 
car-service  section  in  the  interstate-commerce  act  as  amended  by  the 
transportation  act  of  1920  and  insert  this  proviso,  because  Congress 
undoubtedly  had  in  mind  what  had  been  said  by  the  Chief  Justice 
of  the  United  States,  Mr.  Justice  White,  in  the  employers'  liability 
cases,  cited  January  6,  1908,  reported  in  United  States  Reports, 
volume  207,  page  463,  which  provides  as  follows : 

The  act  then  being  addressed  to  aU  conunon  carriers  engaged  in  interstate 
conuiierce,  and  imposing  a  llabilitj'  npon  them  In  favor  of  any  of  their  em- 
ployees, without  qualirtcatien  or  restriction  as  to  tlie  business  in  which  the  car- 
riers or  their  employees  may  be  engagetl  at  tlie  time  of  the  injury,  of  necessity 
includes  subjects  wholly  outside  of  tlie  imwer  of  Congress  to  regulate  commerce. 
Wlth*)ut  sti)pping  to  consider  the  numerous  instances  where,  although  a  common 
carrier  is  engaged  in  interstate  comnierce,  such  carrier  may  In  the  nature  of 
things  alj^o  transact  business  not  interstate  commerce,  although  such  local  busi- 
ness may  indirectly  be  related  to  interstate  commerce,  a  few  Illustrations  showing 
the  operation  of  the  statute  as  to  matters  wholly  Independent  of  Interstate  com- 
merce win  serve  to  make  clear  the  extent  of  the  power  which  Is  exerted  by  the 
statute. 

To  make  them  valid  and  lawful  orders  and  constitutional  orders 
they  should  have  inserted  in  them  the  words  "  as  to  interstate  com- 
merce," so  as  to  thereby  bv  necessary  implication  exclude  from  the 
exercise  of  the  power  of  the  Interstate  Commerce  Commission  over 
vehicles  of  transportation  and  articles  contained  in  such  business  in 
intrastate  commerce. 

Xow,  as  these  orders  read,  the  agents  of  the  commission  and  the 
American  railroads,  to  the  American  Railway  Association,  which  is 
maintained  and  officered  by  employees  of  the  railroads  of  the  country, 
point  to  these  orders  because  they  do  not  contain  these  limitations 
and  apply  them  indiiferently  to  interstate  and  intrastate  commerce. 

Commg,  now,  to  my  third  point,  of  the  matter  of  intrastate  com- 
merce, and  whether  vehicles  m  such  intrastate  commerce  should  be 
left  to  the  public  utility  commissions  of  the  various  States,  I  would 
like  to  quote  as  an  illustration  the  statutes  of  three  States.  First  I 
want  to  call  attention  to  the  New  York  public  service  commission 
law,  as  is  contained  in  chapter  480,  section  37 : 

1.  Every  railroad  corporation  or  other  common  carrier  engaged  In  the  tran«- 
portatlon  of  property  shall,  upon,  reasonable  notice,  furnish  to  all  persons  and 
corporations  who  may  apply  therefor  and  offer  property  for  transportation,  suffi- 
cient and  suitable  ears  for  the  transportation  of  such  property  In  carload  lots. 
Every  railroad  corporation  and  street  railroad  corporation  shall  have  sufficient 
cars  and  motive  power  to  meet  all  requirements  for  the  transportation  of  passen- 
gers aand  property  which  may  reasonably  be  anticipated,  unless  relieved  there- 
from by  order  of  the  commission.  In  case,  at  any  particular  time,  a  common 
carrier  has  not  sufficient  cars  to  meet  all  requirements  for  the  transportation 
of  property  In  carload  lots,  all  cars  available  to  It  for  such  purposes  shall  be 
distributed  among  the  several  applicants  therefor  without  discrimination  l>e- 
tween  shippers,  localities,  or  competitive  or  noncompetitive  points,  but  prefer- 
ence may  always  be  given  in  the  supply  of  cars  for  shipment  of  live  stock  or 
perishable  property. 

In  other  words,  when  the  distribution  of  cars  for  intrastate  traffic 
under  the  clear  and  undoubted  jurisdiction  of  the  State  public  service 
commissions,  they  may  give  preference  only  to  two  classes  of  freight — 
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first,  for  shipments  of  live  stock,  and,  second,  for  perishable  prop- 
erty. 

The  statutes  of  Ohio,  General  Code,  sections  520  and  522,  deal 
with  the  same  subject,  and  the  Ohio  statutes  are  very  similar  with 
the  New  York  statutes  and  allowed  preference  in  precisely  the  same 
two  cases,  namelv,  for  live  stock  and  perishable  property. 

The  statutes  of  Pennsylvania  are  a  little  different.  It  is  rumored 
and  talked  that  the  Pennsylvania  Railroad  has  great  power  and  in- 
•'fluence  for  shaping  public  opinion  as  it  may  exist  in  the  general 
assembly  of  that  State.  The  law  of  Pennsylvania  is  very  much  like 
the  laws  of  New  York  and  Ohio  and  the  statutes  generally  of  the 
various  States,  except  in  Pennsylvania.  The  legislature  of  that 
body  has  been  willing  to  subordinate  its  actions  to  the  actions  of 
the  Interstate  Commerce  Commission,  because,  after  having  provi- 
sion similar  to  the  New  York  statute,  similar  to  the  Ohio  statute, 
and  similar  to  the  statutes  in  most  of  the  States,  it  goes  on  to  pro- 
vide that  as  to  the  distribution  of  cars,  etc.,  it  is  to  be  in  accordance 
with  the  rule  of  distribution  of  the  Interstate  Commerce  Commission. 

Now,  this  matter  of  the  power  of  the  Interstate  Commerce  Com- 
mission to  prescribe  orders  directed  to  all  common  carriers  subject 
ta  the  interstate  commerce  act,  whether  pertaining  to  intrastate 
traffic  or  interstate  traffic,  are  presented  in  a  brief  which  I  presented 
to  the  Interstate  Commerce  Commission  on  August  11,  and,  if  I  may, 
I  would  like  to  file  copies  of  that  brief. 

Senator  Kenyon.  We  would  be  very  glad  to  have  them. 

Mr.  James.  And  have  one  of  them  copied  in  the  record.  The  brief 
contains  a  copy  of  the  Ohio  statute.  It  may  be  that  you  would  like 
to  have  for  your  file  a  copy  of  the  New  York  State  statute,  so  I  will 
hand  you  that  and  also  a  copy  of  the  Pennsylvania  statute. 

>iow,  these  are  not  views  prompted  by  retainers  of  clients,  because 
in  the  early  part  of  1919  Byrne  &  Co.,  of  Washington,  published  Mr. 
Clark's  testimony  before  the  Senate  Committee  on  Interstate  Com- 
merce, and  I  prepared  for  them  an  introduction  to  that  volume,  and 
in  that  volume  I  then  stated,  which  I  want  to  repeat,  that  we  have 
an  indestructible  union  of  indestructible  States,  and  I  thoroughly 
believe  in  an  indestructible  interstate  commerce  act  to  regulate  our 
national  commerce,  but  I  likewise  believe  in  an  indestructible  intra- 
state commission  to  regulate  and  control  our  intrastate  commerce, 
and  I  believe  to-day,  speaking  concretely  of  paving  brick  for  which 
I  specially  appear,  ana  I  am  speaking  for  every  building  material, 
many  kinds  of  which  move  in  larger  volumes  in  intrastate  commerce 
than  interstate,  that  I  believe  that  the  Interstate  Commerce  Commis- 
sion might  well  modify  its  orders,  not  for  the  purpose  of  making  them 
constitutional  and  lawful  but  in  the  interest  of  the  public,  and  leave 
to  these  intrastate  commissions  the  matter  of  the  car  distribution 
as  to  the  movement  of  articles,  including  paving  brick,  including 
building  material  in  intrastate  commerce.    I  thank  you. 

Senator  Kenton.  The  committee  will  adjourn  to  meet  at  Balti- 
more on  Wednesdav  next  at  10  o'clock  in  the  United  States  district 
court  room,  Federal  Building. 
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WEDNESDAY,  AUGUST  18,  1920. 

United  States  Senate, 
Selectt  Committee  on  Reconstkuctiox  and  Prodi  ction, 

Baltimore^  Md, 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  ni., 
in  the  United  States  court  room,  post-office  building,  Senator  William 
M.  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Mr. 
Franklin  T.  Miller,  assistant  to  committee. 

STATEMENT  OF  HON.  WILLIAM  F.  BKOENING,  CITY  MATOE, 

BALTIMOEE,  MD. 

Mayor  Broening.  Gentlemen,  vou  are  all  doubtless  aware  that 
Confess  has  appointed  a  special  committee  for  the  purpose  of  mak- 
ing inquiry  as  to  housing  conditions  throughout  the  country.  AVhen 
we,  the  citizens  of  Baltimore,  learned  of  the  ai)pointment  of  this 
committee,  we  deemed  it  desirable  to  have  the  committee  hold  at 
least  one  of  its  hearings  in  this  city,  believing  it  probable  that  in- 
formation could  be  secured  here  that  might  be  of  aid  to  the  committee 
in  the  work  intrusted  to  it,  and  we  therefore  extended  them  an 
invitation  to  come  here,  in  response  to  which  the  committee  has  seen 
fit  to  honor  us  by  convening  one  of  its  hearings  in  this  room  to-day, 
and  that  is  our  purpose  here  this  morning. 

We  all  recognize  that  this  condition  is  acute  all  over  the  country, 
and  it  is  a  problem  that  is  deserving  of  very  serious  consideration.  I 
appreciate  the  spirit  of  cooperation  manifested  by  the  different  civic 
bodies  and  business  associations,  and  their  assurance  of  cooperation, 
and  the  desire  upon  the  part  of  all  those  connected  with  those  asso- 
ciations to  give  such  information  as  they  may  have  to  the  com- 
mittee. 

It  will  be  impossible  for  me  to  remain  during  the  entire  hearing, 
as  I  have  just  returned  this  morning  and  there  are  important  matters 
waiting  for  me  at  the  city  hall,  but  I  have  simply  stopped  in  here 
in  order  to  welcome  the  committee  to  Baltimore,  and  to  assure  them 
of  our  appreciation  of  the  honor  they  have  bestowed  upon  us  in  ac- 
cepting our  invitation  to  come  here,  and  to  assure  them  of  our  earnest 
desire  to  cooperate  with  them ;  and  I  wish  to  commend  the  work  that 
they  are  doing  for  those  who  are  gathered  here,  and  to  bespeak  for 
them  your  earnest  cooperation  to  the  end  that  the  work  they  are  doing 
may  be  fruitful  of  some  good  results. 

Senator,  we  thank  you  for  the  honor  that  you  have  shown  us  by 
calling  one  of  your  hearings  here,  and  I  feel  assured  that  you  will 
receive  from  the  business  interests  of  Baltimore  and  others  assembled 
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here  that  cooperation  that  ought  to  be  helpful  in  the  investigation 
that  you  are  making. 

The  Chairman.  We  thank  you,  Mr.  Mayor,  very  much.  Gentle- 
men, this  is  a  special  committee  of  the  United  States  Senate,  on  Re- 
construction and  Production,  sitting  under  a  resolution  passed  by  the 
Senate.  The  shortage  of  housing,  as  manv  of  you  know,  is  nation- 
wide. It  arises  from  many  causes,  dating  back  perhaps  to  the 
beginning  of  the  European  war — the  leaning  of  capital  and  business 
generally  toward  war  projects  dating  from  the  early  days  of  the 
European  war,  and  then  during  the  years  1917  and  1918  our  own 
Government  forbade  building  of  any  character,  except  that  imme- 
diately necessary  for  war  purposes.  The  result  is  that  we  have  tliis 
great  shortage  throughout  the  Nation.  It  is  estimated  by  some  to  be 
as  high  as  2,000,000  houses  short.  I  doubt  if  it  is  as  great  as  that, 
but  I  feel,  as  a  result  of  my  inquiry,  that  perhaps  we  are  a  million 

houses  short. 

We  have  come  here  at  the  invitation  of  your  mayor,  your  governor, 
and  your  two  Senators,  and  your  Representatives  in  Congress,  and 
your  chamber  of  commerce,  board  of  trade,  import  and  export  board 
of  trade,  merchants'  and  manufacturers'  association,  buildings'  ex- 
change, lumber  exchange,  federation  of  labor,  Rotary  Club,  and 
Kiwanis  Club. 

Tliose  organizations  are  evidently  alive  to  your  needs.  The  conx- 
mittee  has  come  to  Baltimore  to  be  informed  as  to  your  housing 
shortage,  and  we  want  to  know  what  you  believe  the  remedv  should 
be ;  and  we  are  here  for  the  purpose  oi  trying  to  find  out  what  your 
troubles  are  and  what  you  think  will  help  in  the  situation.  Neces- 
sarily, the  witnesses  must  be  limited  in  the  time  they  occupy.  We 
have  been  given  a  list  of  perhaps  50  or  60  gentlemen  who  are  ac- 
quainted with  this  subject  who  would  like  to  be  heard;  but,  of  course, 
we  can  not  hear  all  of  them. 

We  would  like,  first,  to  have  the  viewpoint  of  Baltimore  from  the 
standpoint  of  your  own  housing  situation — the  actual  conditions  in 
Baltimore — and  after  that  we  would  like  to  know  something  about 
your  transportation  problems,  and  something  about  your  financial 
problems. 

Now,  Mr.  Scates,  w^ho  is  secretary  of  your  builders'  league,  has 
suggested  that  the  gentleman  who  can  perhaps  give  us  a  general 
survey  of  the  whole  situation,  as  well  as  anybody  else,  is  Mr.  George 
C.  Smith,  director  of  the  industrial  bureau  of  the  board  of  trade, 
and  we  would  like  to  hear  from  Mr.  Smith  first. 

STATEMENT  OF  MB.  GEOBGE  C.  SMITH,  DIBJICTOB  INDTJSTBIAL 
BVBEATJ,  BOABD  OF  TBADE  OF  BALTIMOBE,  MD. 

Mr.  Smith.  Mr.  Chairman  and  gentlemen,  there  has  l)een  a  good 
deal  of  hysteria  in  Baltimore  as  well  as  throughout  the  country  dur- 
ing the  past  few  months  concerning  a  reported  housing  shortaoje. 
The  industrial  bureau  of  the  board  of  trade  being  engaged  prin- 
cipally in  the  bringing  of  new  industries  to  Baltimore  and  encourag- 
ing the  growth  of  local  industries  already  established,  felt  that  it 
was  essential  for  that  body  to  have  accurate  information  concerning 
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the  housing  situation  in  Baltimore,  in  order  to  intelligently  direct 
its  efforts  toward  this  industrial  growth.  We  are  now  in  the  midst 
of  a  general  housing  stirvey,  which  I  should  like  to  ask  the  permis- 
sion of  the  committee  to  present  in  full  through  the  mails,  when  that 
report  is  completed. 

The  Chairman.  If  you  will  send  that  to  us  at  Xo.  29  West  Thirty- 
ninth  Street,  New  York  City,  addressed  to  me,  Ave  will  be  very  much 
obli«:ed  to  you. 

Mr.  Smith.  Yes,  sir.  I  want  to-day  to  speak  only  of  the  shortage 
part  of  that  survey — the  existing:  housing  shortage. 

Baltimore  for  years  had  been  a  city  with  a  large  number  of  vacant 
properties.  Keal  estate  in  BaUimore  had  been  stagnant  because  of  a 
considerable  number  of  improved  properties  which  were  idle,  con- 
sequently, it  was  a  city  of  low  rents — in  1914  averaging  only  54  per 
cent  of  the  rentals  geneially  received  for  similar  quarters  in  the 
metropolitan  district  of  New  York.  That  vacancy  situati(m  has  been 
iiviped  out  through  industrial  growth  of  recent  years.  I  think  it  is 
-well  for  us  to  consider  something  of  the  growtb  and  the  elimination 
of  vacancies,  in  order  to  arrive  at  an  estimate  of  the  number  of  houses 
needed  in  Baltimore  at  this  time. 

From  the  year  1900  to  1910 — in  that  decade — the  city  of  Baltimore 
^ew  49,500  in  population.  There  were  built  in  the  city  17.770 
houses,  or  one  house  for  each  2.8  persons  added  to  the  population. 
Ob%'iously  during  those  10  years  we  were  building  more  houses  than 
the  city  was  absorbing,  because  people  lived  more  than  2.8  persons  to 
the  house.  During  the  years  from  1910  to  1919,  inclusive,  the  city 
^ew  about  176,000,  of  which  93,800  can  l)e  accounte<l  for  through 
annexation,  and  81,000  represents  the  growth  of  the  city  of  Balti 
more  within  that  time  within  its  old  boundary  limits. 

During  those  10  years,  with  81,000  new  people  added  to  the  popula- 
tion, there  were  18,800  and  some  odd  houses  [)ermitted,  or  one  house 
for  each  4.3  persons;  so  in  the  second  case  we  were  building  one 
house  for  each  4.3  persons  added  to  the  population,  as  against 
one  house  for  each  2.8  persons  during  the  first  decade  of  this  century; 
and  it  was  during  the  second  decade,  when  because  of  slow  building 
operations,  because  of  a  tremendous  industrial  growth  here  through 
the  influx  of  war  industries  and  the  handling  of  war  contracts  by  our 
established  industries,  that  we  passed  from  a  period  of  surplus 
houses  to  a  period  of  shortage. 

There  was  a  police  census  made  in  October,  1917,  which  showi>d 
3,247  houses  empty  in  the  city  of  Baltimore. 

The  Chairman.  You  say  "  houses."  Does  that  mean  accommoda- 
tions for  that  many  families? 

Mr.  Smith.  That  many  dwelling  places;  yes;  3,247  in  October, 
1917.  Since  October,  1917,  or  in  1918  and  19i9,  permits  were  issued 
for  3,248  houses  of  the  two  and  three  story  brick  character  and  some- 
thing over  800  frame  house,  or,  in  other  words,  for  the  vacant  prop- 
erties in  October,  1917,  and  the  houses  permitted  since  that  time,  and 
not  taking  into  consideration  the  apartment  houses  that  were  built, 
or  the  conversion  from  old  properties  into  multiple  domiciles,  of 
which  there  have  been  a  good  man}^ — certainly  enough  to  take  care 
of  the  houses  permitted  and  not  built — we  find  7,400  vacant  houses 
taken  up  and  new  houses  permitted  for  construction  since  October, 
1917. 
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The  police  census,  carefully  analyzed^  showed  an  increase  in  popu- 
lation of  about  21,000;  that  is,  not  during  that  time,  but  there  were- 
absorbed  in  Baltimore  vacant  properties  and  new  properties  to  the 
extent  of  one  house  for  each  three  people  added  to  the  population — 
certainly  not  a  congestion.  iSo  I  think  it  is  very  evident  that  we 
began  this  year  in  about  this  situation:  No  more  empty  houses  in 
Baltimore — a  condition  which  had  previously  not  existed  in  this  city 
for  a  great  many  years — and  through  the  fact  that  people  could  not 
readily  move  about  the  city  from  one  property  to  another,  for  the 
first  time  possibly  in  their  lives,  there  was  a  good  deal  of  hysteria 
created. 

Now,  since  January  1,  1920,  the  city  will  show  an  increase  in 
population,  through  the  advent  of  some  new  industries,  of  approxi- 
mately 10,000  persons,  requiring,  on  the  ratio  of  absorbed  houses, 
about  3,330  houses. 

There  will  not  be  over  2,300  houses  built  in  Baltimore  this  year ; 
so  we  are  going  to  find  ourselves  at  the  end  of  this  year  short  actually 
demanded  1,000  workmen's  homes  or  houses,  in  addition  to  which  we 
will  undoubtedly^  bo  short  a  sufficient  number  of  houses  to  give  us 
that  advantage  of  development  that  should  exist  in  any  community ; 
that  is,  some  empty  houses  to  which  new  families  can  come.  We- 
are  probablv  short  not  less  than  2,500  houses  at  this  time. 

Senator  Kenton.  When  you  speak  of  these  houses  I  notice  once  in 
a  while  that  you  speak  of  them  as  "  workmen's  houses.''  Is  all  this- 
house  shortage  that  you  speak  of  to  be  understood  as  existing 
amongst  that  class  of  houses? 

ilr.  Smith.  Yes;  T  am  speaking  particularly  from  the  industrial 
standpoint.  We  will  be  short  at  the  end  of  this  year  not  less  than 
2,500  houses  for  industrial  workmen — a  thousand  net  now  in  de- 
mand, and  certainly  1,500  to  make  the  situation  comfortable. 

Senator  Iu-^nyon.  Then  this  problem  with  you  is  a  problem  for  the 
industrial  workers? 

Mr.  Smith.  From  my  standpoint,  yes;  that  is  the  only  standpoint 
I  am  competent  to  speak  from. 

Senator  Kenyon.  And  there  is  no  shortage  of  houses  for  people  of 
moderate  means,  so  to  speak? 

Mr.  Smith.  I  know  definitely  that  there  is,  but  that  has  not  come 
under  my  survey.  Now,  we  are  facing  this  situation :  In  the  last  14 
months  102  new  industries  have  been  brought  to  the  city  of  Balti- 
more, which  will  require  some  21,000  employees.  We  are  to-day 
probably  the  most  rapidly  growing  industrial  city  in  the  United 
States.  Those  new  industries  are  of  this  character:  The  Americart 
Susrar  Refining  Co.  is  to  build  the  largest  sugar  refinery  in  the  world 
at  Baltimore;  the  Columbia  Phonograph  Co.  is  putting  in  a  cabinet 
plant  that  will  require  4,000  people  to  turn  over  the  machinery  alone^ 
and  6,000  to  operate  it  eventually;  the  General  Electric  Co.  is 
putting  in  a  switchboard  factory  that  will  require  about  5,000  em- 

Eloyees — America's  best  industries  are  coming  here  in  large  num- 
ers,  and  in  total  requiring  about  20,000  employees. 
Senator  Kenyon.  Do  they  build  any  homes  for  their  employees 
them. selves  ? 

Mr.  Smith.  Not  a  single  one  of  them  has  as  yet  expressed  up  to 
the  present  time  any  intention  of  going  into  any  housing  operati<ms. 
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We  have  only  one  industry  in  Baltimore  that  is  building  houses  for 
Itself,  and  that  is  the  Bethlehem  Steel  Corporation,  and  that  is  prob- 
4ibly  due  to  the  fact  that  they  are  more  or  less  isolated,  and  that  is 
the  only  industry  locally  that  has  built  any  number  of  houses,  except 
around  the  time  of  the  Civil  War  some  of  our  woolen  mills  located 
in  what  were  then  the  suburbs  of  the  city,  built  their  own  employees- 
houses  around  and  contiguous  to  their  mills. 

The  Chairman.  Has  any  effort  been  made  to  influence  or  induce 
these  big  industrial  interests  to  build  their  own  houses  for  their  own 
men? 

Mr.  Smith.  Yes ;  that  has  been  taken  up,  and  in  at  least  one  or  two 
instances  is  now  actively  pending;  but  in  the  past,  with  from  6  to  9 
per  cent  of  all  of  our  houses  empty,  as  a  general  condition,  there  was 
no  need  for  it,  and  our  local  manufacturers,  having  all  the  labor  they 
want,  express  no  particular  interest  in  the  problem  now;  and,  of 
•course,  the  local  manufacturers  are  not  particularly  interested  in 
building  houses  for  the  employees  of  new  industries  coming  in — quite 
a  natural  condition.  We  have  at  the  same  time  reports  of  expansions 
of  147  of  our  local  industries  requiring  a  total  of  about  20,800  addi- 
tional workmen.  A  good  many  of  those  expansions  have  already 
taken  place,  and  I  should  say  roughly  that  20,000  is  represented  by 
those  expansions,  which  can  be  taken  care  of  through  the  contraction 
of  industries  due  to  the  cancellation  of  war  contracts.  Those  men  we 
may  consider  as  already  placed,  but  there  is  another  22,000  for  whom 
we  have  no  places;  and  to-day  Baltimore  presents,  as  I  see  it, 
this  situation :  An  actual  shortage  of  a  thousand  houses,  needed  be- 
cause of  our  inability  to  build  in  past  years,  and  an  additional  short- 
age of,  sav,  1,500  houses  needed  in  order  to  make  our  population  more 
comfortable ;  and  houses  enough  in  the  very  near  future  to  accommo- 
date 21,000  workmen,  who  will  be  coming  to  Baltimore  to  man  our 
new  industries  and  expansions. 

Now,  gentlemen,  I  do  not  consider  myself  a  competent  witness  to 
discuss  the  financial  situation,  nor  do  I  consider  myself  a  competent 
witness  to  discuss  the  building-material  situation :  but  there  are  men 
here  who  are  much  better  qualified  than  mj^self  to  do  that.  I  want, 
however,  as  expressing  the  shortage  situation,  as  I  see  it,  to  leave 
just  one  thought  with  the  committee:  possibly  it  has  not  occurred  to 
other  people  here  and  possibly  it  has  not  occurred  to  you:  The  typi- 
cal method  of  financing  the  sale  of  a  workman's  house  in  Baltimore 
is  through  the  creation  of  a  ground  rent — the  old  English  system  pre- 
vailing here — and  then  floating  a  building  and  loan  association  mort- 
gage, which  is,  of  course,  subject  to  the  ground  rent;  and  if  your  com- 
mittee finds  it  advisable,  after  investigation,  to  recommend  to  Con- 
gress the  enactment  of  a  law  creating  some  sort  of  a  hypothecating 
institution,  similar  to  the  Federal  reserve  bank  or  the  farm  loan  bank, 
that  will  provide  for  the  hypothecation  of  building  and  loan  associa- 
tion mortgages,  so  that  the  loaning  association  can  be  recouped  and 
may  start  out  with  new  funds  immediately — if  you  do  that,  and  do 
not  take  into  consideration  some  means  of  hypothecating  building 
and  loan  association  mortgages  that  are  already  subject  to  a  ground 
rent — in  other  words,  that  nave  a  prior  lien  existant — your  institution 
will  be  of  no  benefit  to  the  city  of  Baltimore  or  to  the  State  of  Mary- 
land; in  fact,  it  would  be  decidedly  a  handicap,  because  it  would  give 
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all  the  rest  of  the  United  States  a  tremendous  advantage  over  this^ 
State,  which  has  probably  gone  further  than  any  other  State  in  the 
Union  in  the  development  of  building  and  loan  associations,  due  to 
our  ease  in  creating  those  mortgages  and  financing  them  even  with, 
a  prior  lien. 

Senator  Kenyon.  Is  there  any  limit  in  your  law  as  to  the  amount 
of  interest  that  can  be  charged  by  a  building  and  loan  association  ? 

Mr.  Smith.  In  the  State  of  Maryland  anything  over  6  per  cent  is 
usury. 

Senator  Kenyon.  No  matter  how  it  may  be  charged  ? 

Mr.  S:vrTTH.  Yes. 

The  Chairman.  I  have  introduced  a  bill  in  the  Senate,  which  has- 
been  introduced  in  the  House  by  Congressman  Nolan,  of  California^ 
providing  for  the  establishment  of  a  home  loan  bank,  and  that  bill 
does  not  take  into  consideration  the  thing  that  vou  have  mentioned — 
the  ground-rent  system  here — and  I  would  suggest  that  you  inform 
your  Senators  and  Representatives  from  Maryland,  so  that  if  oppor- 
tunity presents  itself  to  pass  the  bill  they  may  bring  that  to  the  at- 
tention of  the  Senate  and  the  House. 

Mr.  Smith.  Yes,  Senator.  Gentlemen,  I  have  nothing  further  to 
bring  before  the  committee.  I  simply  wanted  to  leave  with  you  a 
general  picture  of  the  housing  situation  as  it  exists  to-day. 

The  Chairman.  Thank  you,  Mr.  Smith.  Now,  the  committee 
would  like  to  hear  Mr.  A.  S.  Goldsborough,  of  the  Merchants'  and 
Manufacturers'  Association. 

STATEMENT  OF  MR.  A.  S.  GOLDSBOKOTJGH,  DIRECTOK,  CIVIC  AN1> 
INDUSTRIAL  BUREAU,  MERCHANTS'  AND  MANUFACTURERS" 
ASSOCIATION,  BALTIMORE,  M^D. 

The  Chairman.  Mr.  Goldsborough,  you  are  an  officer  of  the  Mer- 
chants' and  Manufacturers'  Association? 

Mr.  Goldsborough.  Yes. 

The  Chairman.  \\Tiat 'position  do  you  occupy? 

Mr.  Goldsborough.  Director  of  the  civic  and  industrial  bureau — 
frankly  speaking,  a  kind  of  general  utility  bureau. 

The  Chairman.  You  have  some  information  concerning  the  hous- 
ing needs  of  this  city? 

Mr.  Goldsborough.  Yes,  sir;  in  more  or  less  of  an  inexpert  way* 
I  have  made  for  the  association  a  kind  of  general  investigation  of 
the  situation,  and  my  findings  have  been  altogether  parallel  with 
those  that  have  been  disclosed  already  by  Mr.  Smith,  who,  however^ 
went  no  further  than  the  matter  of  the  housing  in  so  far  as  indus- 
trial needs  are  concerned:  and  I  did  discover  that  if  proper  allow- 
ance is  made  for  the  additional  need  for  houses  for  such  occupants 
as  clerks  and  persons  engaged  in  what  might  be  called  the  moderate 
salaried  positions  of  life,  that  the  need  for  houses  in  this  community 
would  be  much  hirger  than  that  which  Mr.  Smith  has  stated,  which 
has  been  restricted  exclusively  to  the  industrial  end.  Like  Mr.  Smith, 
I  wish  to  avoid  discussing  any  of  the  specialized  phases  of  the  prob- 
lem, such  as  materials,  transportation,  and  things  of  that  kind,  be- 
cause you  have  summoned  men  here  who  are  really  expert  in  those 
things. 
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My  investigations  have  gone  far  enough,  however,  to  satisfy  me 
that  the  primary  difficulty  at  the  present  time  is  a  question  of  money. 
That  is  obvious,  I  guess,  to  you  gentlemen,  because  I  happen  to  know 
something  about  the  bill  that  you  mentioned  a  moment  ago  which 
you  have  introduced  down  there  in  the  Senate,  because  in  the  report 
that  I  made  on  the  housing  situation  here  in  Baltimore  I  specifically 
alluded  to  that,  and  brought  out  in  mj  report  many  of  the  details 
and  the  possible  advantages  of  that  bill,  snowing  wherein  it  could 
be  of  vahie  to  our  building  association. 

Here  in  Baltimore  nearly  all  of  the  buying — I  might  say  85  per 
cent  of  the  buying — is  through  the  building  associations.  We  have 
here  in  Baltimore  a  group  of  very  competent  builders  who  know  the 
situation  here  in  Baltimore,  who  know  the  peculiarities  of  the  Bal- 
timore people,  and  who  know  how  to  provide  for  them  better,  I  think, 
than  could  ever  be  done  through  the  organization  of  any  specialized 
housing  corporation.  I  do  not  believe  that  the  conditions  here  in 
Baltimore  are  such  as  would  result  in  any  advantage  from  a  general 
city  housing  corporation^  because,  as  I  have  stated  in  some  of  my 
reports  that  I  have  submitted,  the  general  layout  of  our  city  is  such 
that  there  is  no  general  industrial  district  where  the  thing  could  be 
worked  out  advantageously. 

Our  industries  are  scattered.  While  there  are  one  or  two  places 
where  industries  are  somew^hat  congregated,  they  are  generally 
largely  scattered,  and  it  would  be  difficult  to  organize  any  central 
housing  corporation  which  would  be  able  to  take  care  of  the  imme- 
diate needs  of  the  crying  corners  here  without  creating  a  measure 
of  discord  among  themselves.  Therefore,  so  far  as  I  personally  in 
ray  investigation  am  concerned  I  have  advised  from  the  beginning 
the  development  of  housing  improvements  in  sections  supported  by 
something  in  the  nature  of  an  underwriting  corporation  on  the  part 
of  the  several  industries  that  would  be  interested  in  the  housing  con- 
ditions of  that  particular  section. 

The  Chairman.  In  advising  that,  have  you  had  any  support  from 
the. several  communities? 

Mr.  GoLDSBORouGH.  I  havc  had  support  this  far:  That  just  as  soon 
as  a  definitely  developed  plan  is  submitted  to  them  so  that  the  indus- 
try would  understand  exactly  the  nature  of  its  obligation  they  would 
be*  very  glad  to  submit  it  to  the  board  of  directors  to  find  out  how  far 
the  industry  would  go  in  that  direction. 

Now,  on  that  underwriting  proposition,  my  idea  in  that.  Senator, 
was  that  the  matter  of  the  builcfing  operations  was  to  remain  ex- 
clusively in  the  hands  of  local  builders.  Personally,  I  am  just  a 
little  timid  about  the  creation  of  any  even  temporary  agency  for  the 
purpose  of  looking  after  the  immediate  exigencies,  which,  after  they 
have  been  taken  care  of,  would  go  out  of  business,  after  having 
driven  our  own  local  builders  out  of  business,  leaving  the  city  in  the 
future  worse  off  than  it  is  now.  Therefore,  I  have  believed  that  the 
organization  of  these  sectional  underwriting  corporations,  where 
they  would  put  themselves  in  a  position  to  assure  the  builder  that  if 
he  would  put  up  in  a  given  section  a  given  number  of  houses,  under 
an  agreed  plan,  with  a  fixed  maximum  selling  price,  and  with  specific 
terms  of  sale,  that  those  underwriting  companies,  if  you  might  call 
them  such,  would  guarantee  to  the  builder,  after  a  given  period  of 
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time,  if  he  had  not  sold  the  houses,  that  they  would  take  the  houses 
off  his  hands  and  utilize  them  for  renting  purposes  to  employees 
that  would  come  into  the  district. 

The  Chairman.  And  save  him  from  loss  ? 

Mr.  GoLDSBOROUGH.  Yes ;  and  save  him  from  loss.  Now,  the  thing 
that  makes  the  local  builder,  so  far  as  my  observation  goes,  timid  at 
the  prospect  which  is  presented  at  the  present  time  is  the  fact  of  his 
uncertainty,  particularly  in  view  of  the  money  market,  as  to  what 
will  happen  to  him  if  he  builds  houses  in  large  groups  at  the  present 
time  and  has  to  carry  them  along  indefinitely.  It  is  a  very  heavy 
financial  burden,  and,  being  a  little  timid  as  to  how  far  there  will  be 
buyers  in  the  market,  instead  of  building  in  large  layouts,  as  the 
requirements  at  the  present  time  would  seem  to  demand,  they  are 
disposed  to  do  it  in  smaller  imits  than  they  would  if  they  were  in 
possession  of  any  absolute  assurance  that  they  could  plunge  into 
building  operations  without  timidity  and  ultimately  come  out  with- 
out any  loss. 

The  difficultv  is  now  that  a  number  of  these  houses  that  our 
builders  have  oeen  selling  around  to  workmen  upon  the  building 
and  loan  association  plan,  where  it  would  cost  the  purchaser  some- 
thing around  twenty  or  twenty-five  dollars  a  week — or  less  than 
that — say  between  fifteen  and  twenty  dollars  a  week  to  purchase, 
owing  to  the  extraordinary  lift  in  the  cost  of  building  houses,  the 
weekly  payments  they  demand  on  the  part  of  the  buyer  is  so  large 
that  even  in  the  face  of  the  fact  that  wages  have  gone  up  tre- 
mendously there  are  some  cautious  builders  who  are  just  a  little 
dubious  as  to  the  ability  of  a  man — a  man,  wife,  and  three  children, 
say,  to  make  the  weekly  payments  under  the  increased  cost  of  the 
house,  and  the  result  is  that  they  are  timid. 

Now,  going  along  just  at  that  particular  time  when  things  were 
overly  sensitive,  the  whole  money  situation  got  tied  up;  money  be- 
came very  difficult  for  some  of  the  builders  to  get,  and  it  became 
doubly  difficult  for  the  purchasers  to  get.  Personally,  I  happen  to 
know  that  instead  of  some  of  our  financial  institutions  being  liberal 
toward  the  building  and  loan  associations  they  are  rather  reluctant 
to  arrange  for  loans,  and  they  have  even  gone  so  far,  in  a  number  of 
cases,  as  to  notifj^  the  building  aijd  loan  associations  that  credit  out- 
standing Avould  have  to  be  curtailed  to  some  degree. 

The  Chairman.  From  whom  do  the  building  and  loan  associations 
borrow  ? 

Mr.  GoLDSBORoi  OH.  They  borrow  largely  from  the  banks. 

The  Chairman.  From  tne  savings  banks? 

Mr.  (toldsborouoh.  They  borrow  some  from  the  savings  banks  and 
from  the  national  banks  also. 

The  Chairman.  Are  your  savings  banks  cooperative  here? 

Mr.  GoLDSBORouGH.  So  far  as  my  information  goes  they  are  gen- 
erally, under  normal  conditions 

The  Chairman  (interposing).  I  think  perhaps  you  did  not  under- 
stand me,  or  I  did  not  make  myself  clear.  Are  your  savings  banks 
organized  on  a  cooperative  basis? 

Mr.  GoLDSBOROUGH.  If  they  are,  it  is  not  disclosed  to  me. 

The  Chairman.  That  is  to  say,  are  your  savings  banks  organized 
in  a  cooperative  way,  the  same  as  the  savings  banks  in  New  York  ? 

Mr.  (joldsborouoh.  They  are  stock-holding  institutions. 
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A  Voice.  Xo;  mutual. 

The  Chairman.  The  savings  banks  are  mutual? 

Mr.  GoLDSBORouGH.  Oh,  yes ;  I  did  not  exactly  catch  what  you  had 
in  mind. 

The  Chairman.  Do  the  savings  banks  loan  money  to  the  building 
and  loan  associations  ? 

Mr.  GoLDSBORouGH.  My  information  is  that  most  of  the  financing 
for  the  building  and  loan  associations  is  done  through  the  national 
and  State  banks. 

The  Chairman.  Do  these  State  and  national  banks  loan  large  sums 
at  times  to  the  building  and  loan  associations? 

Mr.  GOLDSBOROUGH.  I  would  rather  think  that  some  of  the  repre- 
sentatives of  the  building  and  loan  associations  could  answer  that 
without  any  guesswork ;  out  I  think  the  Senator  will  find  that  so 
far  as  the  local  situation  is  concerned  that  if  the  Federal  Government 
can  develop  any  plan,  whether  it  be  through  a  separate  institution 
somewhat  akin  to  the  plan  that  you  have  outlined,  where  privileges 
of  borrowing  will  be  given  to  thost^  institutions  which  have  houses 
for  sale — not  over  $6,0(H),  I  think,  was  the  limit  in  one  of  those  bills 
now  pending  in  Congress — that  would,  of  course,  have  a  tendency  to 
develop  a  type  of  house  that  is  needed  very  largely,  so  that  the  man's 
neighbor  who  is  going  to  buj^  a  house  would  be  able  to  purchase 
somewhat  approximately  along  the  lines  that  have  been  possible 
hitherto,  that  our  own  situation  would  begin  somewhat  to  solve  itself ; 
but  the  purchaser  himself  has  become  handicapped  in  view  of  the 
fact  that  the  tremendous  rise  in  the  prices  of  properties  has  created  a 
certain  measure  of  timidity  as  to  the  uncertainty  of  the  future  in  the 
value  of  real  estate,  so  that  the  purchaser  himself,  when  it  comes  to 
the  matter  of  his  cash  deposit,  instead  of  being  able  to  arrange  for 
the  purchase  of  a  house  on  the  basis  of  the  low  first  deposit  that  was 
required  in  times  past,  even  now  he  has  to  find  a  larger  measure  of 
cash  to  put  up  before  he  can  make  the  sale. 

Now,  all  of  those  things  interrelated  have  their  bearing  upon  the 
builder,  and  the  consequence  is  that  the  builders  are  put  in  a  cautious 
attitude,  instead  of  a  perfectly  confident  and  aggressive  attitude. 

My  information  is  that  we  are  fully  equippedhere  to  take  care  of 
the  local  situation,  if  we  are  just  given  those  necessary  means  with 
which  to  do  it.  I  may  be  wrong,  but  I  still  believe  that  the  organiza- 
tion of  a  separate  housing  corporation  in  this  community  would  be 
a  very  serious  blunder.  I  think  to  create  a  corporation  at  this  partic- 
ular time  as  a  bar  to  local  builders,  creating  a  market  situation  where 
local  builders  themselves  would  not  know  just  exactly  how  far  this 
corporation  was  going  to  affect  the  selling  price  of  additional  houses 
that  might  be  put  up,  would  make  them  doubly  cautious,  and  instead 
of  multiplying  the  number  of  houses  that  they  would  erect,  it  would 
be  brought  to  a  minimum. 

The  Chairman.  Then,  from  your  observation  the  difficulty  to-day 
in  Baltimore  is  largely  one  of  financing? 

Mr.  GOLDSBOROUGH.  Yes,  Senator;  largely  one  of  financing,  so  far 
as  I  can  see.  When  it  comes  to  materials  and  things  of  that  kind, 
there  are  other  men  here  who*  are  more  familiar  Avith  them  than  I. 
I  have  some  information  on  that  line,  but  I  would  rather  that  you 
would  get  it  from  sources  more  definite. 
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The  Chairman.  Mr.  Smith  said  that  he  estimated  that  here  you 
were  about  2,500  houses  short  for  housing  industrial  workers. 

Mr.  GoLDSBORouGH.  Yes. 

The  Chairman.  Now,  above  and  beyond  that,  how  much  shortage 
is  there,  in  your  opinion — or  did  you  say — I  do  not  remember? 

Mr.  GoLDSBORouGH.  Well,  if  I  were  to  judge  from  the  swampings 
that  we  have  down  in  our  own  office  on  the  part  of  people  who  are 
not  distinctly  industrial  in  their  character,  asking  if  we  can  give  them 
any  advice  as  to  where  they  caii  find  some  place  to  put  a  bed,  I  should 
come  verv  close  to  adding  40  per  cent  to  the  industrial  requirements, 
'  as  given  by  Mr.  Smith,  in  order  to  comfortably  meet  the  needs  of  the 
community  at  the  present  time.  You  see  we  are  becoming  aggra- 
vated, as  Mr.  Smith  has  said,  by  the  fact  that  on  top  of  the  pressure 
that  is  already  here,  our  own  general  mercantile  establishments  are 
enlarging  along  with  our  industrial  establishments,  and  there  is  hardly 
a  house  vacant  but  what  there  are  half  a  dozen  applicants  right 
after  it,  asking  for  it,  and  as  a  consequence,  I  think  that  you  will 
find  that  what  might  be  called  the  miscellaneous  demand  is  fully 
equal  to  the  industrial  demand ;  and  on  the  basis  of  Mr.  Smith's  esti- 
mate of  2,500  houses  as  the  pressing  need  industrially,  I  should  cer- 
tainly put  the  demand  at  from  4,000  to  4,500  houses.  Baltimore  is  in 
identically  the  same  situation  that  other  cities  are ;  we  are  three  years 
behind  in  our  general  development ;  we  have  got  the  past  deficiencies 
to  make  up,  and,  at  the  same  time,  we  have  got  to  do  enough  building 
in  order  to  keep  ourselves  abreast  of  the  developments  for  the  next 
several  years  to  come,  before  all  conditions  will  be  on  a  par. 

Senator  Kenton.  Are  you  carrying  out  any  line  of  public  im- 
provements here?    Erecting  any  public  buildings? 

Mr.  GoLDSBORouGH.  Well,  I  do  not  think  that  the  public  improve- 
ments at  the  present  time  are  of  large  dimension,  though  there  are 
public  improvements  of  rather  large  dimension  in  contemplation. 
We  are  looking  fonvard  to  large  public  improvements  down  here  in 
our  harbor,  which  those  of  us  here  in  Baltimore  who  ai'e  interested 
in  the  city  consider  absolutely  indispensible  to  our  commercial 
progress,  and  that  means  large  building — big  buildings. 

I  might  incidentally  say  also  that  as  to  how  soon  it  will  be  done 
can  not  be  foretold,  but  we  will  have  large  construction  work  in  the 
way  of  new  schoolhouses,  but  those  are  not  matters  of  the  immediate 
future.  The  average  building  now  is  nothing  abnormal,  in  so  far 
as  public  construction  is  concerned. 

The  Chairman.  Your  building  here  for  housing,  is  that  done  by 
contract  through  gentlemen  who  have  money  to  invest  in  building 
for  renting  purposes,  or  by  the  builder  who  builds  for  the  market 
and  sells  the  houses? 

Mr.  GoLDSBOROUGH.  The  larger  portion  is  done  by  the  builder  who 
has  the  house  for  sale.  Our  town  is  wretchedly  in  need  of  houses 
for  rent.  I  know  that  I  will  make  a  very  unpopular  statement  when 
I  say  that  this  town  has  been  spoiled  by  very  low  rents.  It  is  true 
that  since  the  war  there  has  been  a  large  measure  of  rent  profiteering, 
but  the  general  level  of  rents  has  been  so  low  that  it  has  not  been 
attractive  to  investors  for  the  specific  purpose  of  renting.  As  soon  as 
our  people  can  be  educated  to  the  fact  that  they  will  have  to  pay  a 
fnir  measure  of  rent,  so  tliat  the  investor  will  be  attracted,  that  is 
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going  to  help  to  bring  into  the  market  a  larger  line  of  purchasers  than 
at  the  present  time  exists.  The  difficulty  in  the  situation  is  that  the 
man  who  wants  to  invest  in  real  estate,  he  has  a  disposition  to  keep 
out  of  it  until  there  is  a  bad  break  in  the  real  estate  market,  and  then 
he  goes  in  and  buys  a  lot  and  takes  his  chances  on  his  investment 
paymg  him. 

The  Chairman.  Is  that  all  ? 

Mr.  (joldsborouoh.  That  is  all  I  have  to  say. 

The  Chairman.  Thank  you  very  much,  Mr.  Goldsbopough.  Xow, 
is  Mr.  William  Merriken  here? 

STATEMENT  OF  MB.  WILLIAM  MEBBIEEN,  BEFBESENTINO  THE 
MUNICIFAL  COMMISSION  ON  BENT  FBOFITEEBINO  AND  THE 
BEAL  ESTATE  BOABD,  BALTIMOBE,  MD. 

Mr.  Merriken.  I  represent  the  municipal  commission  on  rent 
profiteering  as  well  as  the  real  estate  board. 

Senator  Kenyon.  That  has  been  a  pretty  busy  commission,  has  it  ? 

Mr.  Merriken.  Fairly  so,  sir. 

The  Chairman.  Have  you  some  information  about  the  method  pur- 
sued by  the  buildinir  and  loan  associations? 

Mr.  MERmKEN.  Tt'es,  sir.  Shall  I  tell  you  about  the  rent  profiteer- 
ing first? 

Senator  Kenton.  Yes;  coming  from  Washington,  that  would  be 
especialy  interestmg.     [Laughter.] 

Mr.  Merrikkn.  About  six  months  ago  the  city  council  passed  an 
ordinance  authorizing  the  mayor  to  appoint  a  rent  profiteering  com- 
mission. That  commission  was  appointed,  and  I  hapen  to  be  a  mem- 
ber of  that  commission,  and  we  have  been  in  session  continuously 
for  the  last  30  days.  We  have  had  approximately  100  complaints, 
and  the  result  of  our  investigation  has  as  yet  disclosed  about  10  per 
cent  of  profiteering,  and  that  is  all — just  about  10  per  cent. 

The  Chairman.  What  do  you  mean  by  10  per  cent  of  profiteering? 

Mr.  Merriken.  That  is  to  say.  Senator,  that  10  per  cent  of  all  the 
complaints  were  justified — had  merit  to  them.  We  nave  not  any  teeth 
in  our  ordinance,  Senator,  and  all  we  can  do  is  to  throw  the  light 
of  publicity  upon  the  profiteers.  Up  to  this  time  we  have  only  had 
to  throw  the  light  upon  one  individual.  We,  perhaps,  may  have 
three  or  four  more,  which  are  now  i)ending  imder  mvestigation  by  the 
committee,  but  we  have  only  had  one  thus  far. 

Senator  Kenyon.  Just  what  process  do  you  use  in  throwing  the 
light  on  these  profiteers  ? 

Mr.  Merriken.  The  ordinance  provides  that  this  committee  shall 
investigate  all  the  facts  concerning  the  tenancy — the  value  of  the 
property,  etc. — and  then  use  its  judgment  as  to  whether  or  not 
the  rental  charge  is  excessive  or  reasonable.  When  we  find  that 
the  rent,  in  our  judgment,  is  excessive,  we  then  notify  the  landlord 
that,  in  accordance  with  our  opinion,  he  is  entitled  to  a  certain 
amount  of  rent,  and  ask  for  his  cooperation.  If  he  fails  to  cooperate 
with  us,  then  under  the  terms  of  the  ordinance  it  is  our  business  to 
report  those  facts  to  the  mayor.  The  mayor  in  turn  then  furnishes  the 
press  with  all  the  details  and  the  man's  name  and  all  the  facts  in 
connection  with  it,  and  the  press  liandles  it  from  that  point  on.    We 
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turn  him  over  to  the  tender  mercies  of  the  press.  That  is  as  far  as 
we  can  go.  As  I  have  said,  wc  have  only  had  one  instance  of  that 
kind  up  to  this  time.  We  have  two  or  three  in  prospect,  but  I  am 
inclined  to  think  that  the  landlords  will  abide  by  our  decision.  We 
find  a  tendency  among  the  landlords  to  agree  with  us.  You  know 
when  you  have  a  tenant  and  a  landlord  down  before  you  and  you 
hear  all  the  facts  it  is  very  frequently  the  case  that  the  landlord 
changes  his  opinion;  he  does  not  want  any  publicity,  and  he  comes 
across  and  agiees  with  us,  and  they  go  on  their  way  rejoicing,  and 
the  tenant  remains  in  the  house  at  the  rental  that  we  fix  upon. 

The  Chairman.  There  has  been  a  general  increase  of  rents 
throughout  the  entire  city,  has  there  not  ( 

Mr.  Merriken.  Oh,  yes ;  surely. 

The  Chairman.  About  Avhat  percentage  of  increase  has  there  been? 

Mr.  Merriken.  It  depends  upon  the  character  of  the  property.  I 
would  like  to  tell  you  what  the  conditions  are  here,  so  that  you  may 
realize  that  the  increase  in  rentals  is  not  unfair.  As  has  been  stated 
by  Mr.  Smith,  we  are  short  in  housing.  There  has  been  considerable 
speculation  in  smaller  houses  within  the  last  two  years,  and  as  a  con- 
sequence the  value  of  those  houses  has  increased  very  much — in  many 
instances,  two  or  three  times  the  assessed  value  of  the  property,  and 
in  the  judgment  of  competent  real  estate  men,  very  much  more  than 
the  actual  value  of  the  property;  so  the  committee  has  had  to  take 
into  consideration  the  actual  investment^ — that  is  only  fair — of  the 
purchaser  and  base  our  rents  in  accordance  with  the  facts  as  they  were 
disclosed  to  us. 

Now,  I  have  not  tabulated  all  of  our  complaints,  but  I  should  say 
that  in  no  instance  have  the  rentals  been  increased  beyond  50  to  60 
per  cent. 

The  Chairman.  We  have  a  law  in  New  York  State  forbidding  an 
increase  of  more  than  25  per  cent  in  any  one  year. 

Mr.  Merriken.  Yes,  sir. 

The  Chairman.  And  the  courts  are  given  authority  to  refuse  an 
eviction  when  a  landlord  raises  the  rent  more  than  25  per  cent. 

Mr.  Merriken.  It  might  be  said  in  addition  that  we  have  here 
what  is  known  as  a  people's  court,  which  has  jurisdiction  over  all 
evictions,  and  this  committee  reports  its  findings  to  this  people's 
court.  Now,  as  I  have  said,  we  have  not  any  teeth  in  our  law  at  all ;  it 
is  up  to  the  people's  court ;  they  can  use  their  own  discretion,  and  they 
do  whatever  they  can  to  protect  the  tenant  as  far  as  their  authority 
lies.  I  imagine,  sir.  that  if  they  are  so  disposed,  they  can  keep  the 
landlord  without  the  use  of  his  property  anywhere  from  six  to  twelve 
months. 

Senator  Ken  yon.  What  is  the  people's  court? 

Mr.  Merriken.  The  people's  court  is  a  sort  of  magistrate -court. 
It  has  jurisdiction  in  small  matters — up  to  $100, 1  think. 

Senator  Kenton.  Like  a  justice  of  the  peace  court? 

Mr.  Merriken.  Yes;  but  we  call  it  the  people's  court  here.  It  is 
made  up  of  at  least  a  dozen  magistrates,  and  they  try  all  these  trivial 
little  matters  that  arise.    Do  I  make  myself  clear? 

The  Chairman.  Yes. 

Mr.  Merriken.  Now,  perhaps  I  can  throw  some  light  on  the  ques- 
tion of  financing  small  homes.    For  many  years  I  specialized  in  the 


RECONSTRUC^TION    AND  PRODUCTION.  275 

sale  of  lots  suitable  for  house  building.  The  method  here  is  for  the 
builder  to  construct  houses  and  sell  them  through  the  building  asso- 
ciations. I  might  sdv  that  throughout  the  State  we  have  586  build- 
ing associations,  with  resources  of  $61,476,620.  Those  associations 
are  made  up  of  two  types  of  members ;  one  we  know  as  free  share- 
holders— people  who  furnish  the  sinews  of  war  and  receive  a  return 
in  the  way  of  interest  or  dividends;  the  other  line  of  membership 
is  what  we  know  as  redeemed  shares;  in  other  words,  shares  that 
represent  mortgages  that  are  given — borrowers. 

The  Chairman.  You  spoke  of  the  members  who  deposit  their 
monej^ — the  depositors,  as  it  were 

Mr.  Merriken.  Yes. 

The  Chairman.  Do  you  know  what  the  average  rate  of  interest  is 
that  they  receive  for  their  deposits? 

Mr.  Merriken.  Six  per  cent  plus.  Sometimes  it  is  more  than  6 
per  c«nt ;  but  usually  it  is  6  per  cent.  I  happened  to  have  a  notice 
this  morning  from  the  Fidelity  Building  Association,  of  which  I 
happen  to  be  a  member  of  the  executive  committee — ex-Gov.  War- 
field  was  president  of  it — stating  that  the  dividend  for  this  past  six 
months  would  be  at  the  rate  of  7  per  cent.  I  will  explain  to  you  in  a 
moment  how  they  are  able  to  do  that.  These  building  associations 
have  total  resources  of  $61,476,620.  They  owe  the  banks  $9,205,- 
423.39.  They  have  a  surplus  of  $2,565,632.43,  and  they  owe  their 
depositors  $49,705,564.18. 

The  Chairman.  You  sav  they  owe  the  banks  something  over 
$9,000,000  ? 

Mr.  Merriken.  Yes. 

The  Chairman.  When  thev  borrow  this  monev  from  the  banks 
they  give  the  association's  notes,  and  do  they  pledge  some  of  their 
mortgages  as  security  for  the  loans  ? 

Mr.  Merriken.  Yes.  These  building  associations  use- the  national 
and  State  banks  as  depositories  and  the  building  association  mqjies 
its  profit  by  reason  of  the  fact  that  they  are  always  in  debt  to  the 
banKs*  and  heretofore  when  money  conditions  were  normal  they  could 
borrow  money  at  5  or  5^  per  cent  and  loan  it  out  at  6  per  cent ;  so  on 
the  large  volume  of  business  they  made  the  difference,  and  that  ac- 
counts for  the  surplus  that  they  have.  In  many  instances  they 
hypothecate  their  mortgages  with  the  banlts,  and  in  some  instances 
some  of  the  notes.  The  banks  in  turn  have  rediscounted  those  notes 
through  the  Federal  Reserve  System,  and  along  about  January,  Feb- 
ruary, or  March  of  this  year  the  reserve  bank,  as  you  gentlemen  know, 
called  the  State  and  national  banks  down  on  their  discounts,  nnd 
they  in  turn  have  called  the  building  associations,  and  the  building 
associations  have  liad  to  use  the  money  as  it  accumulated  from  w^eek 
to  week  in  order  to  pay  off,  as  far  as  they  could,  their  obligations  to 
the  State  banks. 

The  Chairman.  That  statement  that  you  have  just  made  is  very 
interesting. 

Mr.  MiSriken.  Well,  that  is  true. 

The  Chairman.  Because  we  have  made  some  inquiry  of  the  Fed- 
eral Reserve  System  as  to  just  what  their  position  was  on  the  very 
question  of  curtailing  credits. 

Mr.  Merriken.  Yes. 
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The  Chairman.  And  we  were  informed  that  they  were  discourag- 
ing loans  on  buildings. 

Mr.  Merriken.  Yes. 

The  Chairman.  And  we  were  informed  by  the  Federal  Reserve 
Board  that  that  was  not  true;  and  it  has  seemed  to  us  that  the  very 
thing  that  you  suggest  was  the  practice  here  was  a  good  one,  and  if 
it  is  a  fact,  as  you  have  indicated,  that  the  Federal  reserve  banks  have 
been  calling  in  the  loans  made  to  building  and  loan  associations,  then 
it  is  true  that  the  Government  itself  is  curtailing  credits  for  th^  build- 
ing of  homes. 

Mr.  Merriken.  So  we  have  been  advised.  All  the  building  asso- 
ciations assume  that  attitude,  because  the  banks,  as  a  rule,  I  think, 
almost  invariably  have  called  them.  I  can  get  you  some  information 
in  corroboration  of  that,  if  you  wish. 

The  Chairman.  I  will  be  glad  if  you  will  do  that. 

Mr.  Merriken.  I  will  be  glad  to  do  it. 

The  Chairman.  Are  your  figures  based  on  recent  reports? 

Mr.  Merriken.  Yes;  the  real  estate  board  of  Baltimore  had  this 
survey  made.  I  will  be  glad  to  file  it  with  the  committee  [handing 
paper  to  the  chairman]. 

The  Chairman.  At  the  time  this  survey  jvas  made  the  building 
associations  were  indebted  to  the  banks  of  the  State  of  Maryland 
something  like  $9,000,000  ? 

Mr.  Merriken.  Yes. 

The  Chairman.  What  interest  were  they  paying  for  that  money  ? 

Mr.  Merriken.  The  interest  fluctuated.  I  can  only  speak  with 
reference  to  the  Fidelity  Building  Association,  of  which  I  individu- 
ally am  a  director  and  a  member  of  the  executive  committee.  That 
is  an  outcropping  of  the  Fidelity  Trust  Co.  here,  and  heretofore  we 
have  not  been  forced  to  pay  more  than  5  or  5^  per  cent  for  money.  At 
this  time  we  can  not  get  money  in  sufficient  quantities  to  relieve  the 
sitrmtion,  because  of  the  tightness  of  the  money  market.  That  ap- 
plies to  our  particular  company. 

The  Chairman.  And  on  this  $9,000,000  owed  to  the  banks  at  the 
moment,  the  interest  is  being  paid 

Mr.  Merriken  (interposing).  Let  me  explain  to  you,  Senator, 
those  notes  are  made  not  for  indefinite  periods.  The  sums  are  bor- 
rowed and  as  the  amoimt  accumulates  in  the  building  and  loan  asso- 
ciation, it  is  paid  off,  and  the  rate  of  interest  varies  with  the  condi- 
tion of  the  money  market,  and  it  would  be  useless  for  a  building  and 
loan  association  to  borrow  money  at  6  per  cent  and  loan  it  out  at  6 
per  cent,  of  course 

The  Chairman.  Is  there  not  something  in  the  building-and-loan 
law  of  the  State  or  some  local  regulation  permitting  you  to  charge 
more  than  6  per  cent? 

Mr.  Merriken.  No,  sir. 

The  Chairman.  In  the  way  of  a  premium  ? 

Mr.  Merriken.  No,  sir ;  it  is  not  the  custom  to  do  it  here. 

The  Chairman.  And  no  one  who  borrows  money  through  a  build- 
ing association  on  a  real  estate  mortgage  pays  more  than  6  per  cent  ? 

Mr.  Merriken.  That  is  it 

The  Chairman.  In  arranpng  for  these  loans  does  the  individual 
deal  directly  with  the  building  and  loan  association? 
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Mr.  Merriken.  Yes. 

The  Chairman.  DoIbs  he  not  have  to  go  through  a  broker? 

Mr.  Merriken.  No. 

The  Chairman.  And  pay  a  commission? 

Mr.  Merriken.  No,  sir.  I  will  explain  to  you  why.  Building  as- 
sociations are  comer  institutions  in  Baltimore. 

The  Chairman.  Corner  institutions? 

Mr.  Merriken.  Yes;  on  most  every  comer  around  through  the 
State  you  will  find  in  every  community  three  or  four  building  asso- 
ciations. Their  officers  are  not  paid  any  special  fees;  it  is  a  com- 
munity proposition,  and  their  overhead  is  very  small,  comparatively. 

The  Chairman.  Have  you  any  idea  what  percentage  of  the  total 
business  the  overhead  is? 

Mr.  Me^iken.  I  have  not.  I  can  probably  furnish  you  some  in- 
formation along  that  line,  if  you  wish. 

The  Chairman.  Yes.  The  directors  are  not  paid  fees  for  attend- 
ing its  meetings? 

Mr.  Merriken.  We  are  in  our  association — a  nominal  fee  of  $10, 
divided  among  a  dozen  of  us. 

The  Chairman.  The  president  serves  without  salary? 

Mr.  Merriken.  Yes. 

The  Chairman.  Usually  there  is  one  officer — the  secretary — who 
receives  something? 

Mr.  Merriken.  The  secretary  is  the  only  man  who  is  paid  any- 
thing in  these  building  associations,  who  receives  any  compensation 
worth  mentioning. 

The  Chairman.  Is  there  to-day  a  very  great  demand  for  loans  in 
these  building  and  loan  associations  for  building  purposes? 

Mr.  Merriken.  Yes,  sir. 

The  Chairman.  And  they  could  loan  perhaps  as  much  as  or  more 
than  thev  have  loaned  already  if  they  had  the  money  ? 

Mr.  Merriken.  I  think  so,  without  any  difficulty.  If  a  builder 
builds  a  house  at  this  time,  he  frequently  has  to  wait  three  or  four 
months  until  the  money  accumulates  in  the  building  and  loan  asso- 
ciation to  take  up  his  loan,  and  there  is  a  waiting  list  in  most  of  them. 
You  can  not  transact  any  business  at  this  time  through  the  building 
associations  for  that  reason,  except  to  a  limited  extent. 

The  Chairman.  What  proportion  of  the  new  building  in  Balti- 
more is  financed  through  building  and  loan  associations?    ' 

Mr.  Merriken.  The  greater  proportion.  I  should  say  90  per  cent 
of  the  dwelling  houses  that  are  sold  are  financed  through  building 
associations. 

The  Chairman.  Is  it  not  the  practice  of  the  savings  banks  to  loan 
money  on  buildinghere? 

Mr.  Merriken.  The  savings  banks  will  loan  money,  but  here  is  the 
condition :  They  are  limited  by  law,  as  I  understand  it,  to  loan  on 
fee  simple  property  only,  and  m  Baltimore  City  you  have  heard  of 
our  ground-rent  system.  That  is  one  means  we  nave  of  aiding  the 
small  man  to  acquire  a  home.  I  would  like  to  give  you  an  illustra- 
tion. 

The  CHAHtMAN.  Go  ahead. 

Mr.  Merriken.  As  to  conditions  prewar  and  present,  and  you  show 
just  exactly  what  the  situation  is. 
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The  Chairman.  Go  ahead. 

Mr.  Merriken.  Before  the  war  and  before  the  excessive  cost  of 
materials,  a  little  15-foot  house  of  what  we  call  block  type,  with  an 
outside  yard — a  block  type  of  house  on  a  15-foot  lot,  with  a  hot-air 
furnace,  electricity,  and  gas,  could  have  been  contracted  for  along 
about  $2,000.  The  land  value  was  $450,  about,  making  a  total  of 
$2,450.  Those  houses  were  sold  at  approximately  $2,000  for  the 
household,  subject  to  a  ground  rent  of  $60,  which  represented  a 
thousand  dollars,  or  a  total  of  $3,000.  Deducting  the  ground  rent  of 
$1,000,  leaves  $2,000  for  the  home  buyer  to  finance,  and  with  a  pay- 
ment of  25  per  cent  on  account  of  that  $2,000,  or  $500,  it  left  $1,500 
to  be  financed  through  the  building  association. 

Xow,  the  carrying  charges  on  that  property — taxes,  ground  rent, 
water  rent,  insurance,  and  repairs,  plus  the  building  association  dues, 
amounted  to  about  $460  a  year,  or  about  $38.34  per  monlh.  Now, 
we  feel  that  no  man  could  buy  a  house  and  stand  for  more  than  20 
per  cent  of  his  income — I  think  that  is  an  acknowledged  fact — for 
housing.  A  man  would  have  to  make,  on  that  basis,  $2,300  a  year. 
Now,  under  the  present  cost  of  building  that  same  house,  it  would 
cost,  approximately,  $4,000  to  build  it — perhaps  a  little  more. 

The  Chairman.  That  is  about  double  its  former  cost? 

^Ir.  Merriken.  Yes ;  and  I  am  very  conservative  in  that  figure. 

The  Chairman.  I  think  you  are.  To-day  a  building  of  that  char- 
acter in  New  York  would  cost  125  per  cent,  at  least,  more  than  pre- 
war prices. 

Mr.  Merriken.  Well,  I  am  conservative  in  my  figures.  The  lot 
would  cost  $450 — the  same  price  for  the  lot — and  that  would  be 
$4,450-  That  house  would  probably  be  sold  for  $5,250  on  the  fee  basis. 
Deducting  the  croimd  rent  of  $1,250  would  leave  $4,000  to  be  financed, 
and  if  the  purchaser  paid  25  per  cent  cash,  or  $1,000,  it  would  leave 
$3,000  to  be  taken  care  of  in  the  building  association.  Now,  the  cost 
of  carrying  that  little  house,  altogether,  with  the  building  associa- 
tion's dues  per  year  would  amoimt  to  $808.70,  or  $67.30  a  month. 
Therefore,  the  same  man  would  have  to  be  earning  on  the  accepted 
rule  of  20  per  cent,  $4,650  per  year  instead  of  $2,300  in  order  to  carry 
that  same  identical  house.  Now,  that  is  taken  care  of  in  many  in- 
stances in  this  way :  The  builder  has  to  lock  up  part,  if  not  all,  of  his 
profits  in  what  we  call  a  second  mortgage  or  hypothecation.  In  other 
words,  if 'the  building  association  would  loan  the  full  amount  of 
money  that  the  purchaser  needed — it  frequently  happens  that  they  do 
that,  with  a  builder  underwriting  or  guaranteeing  a  certain  propor- 
tion of  it,  so  that  that  takes  away  the  main  incentive  at  this  time  for 
building  houses  in  large  numbers.  In  other  words,  the  ordinary- 
builder  nas  not  the  capital  to  pledge  himself  out  over  great  enterprises 
like  they  used  to  do  in  days  gone  by. 

The  Chairman.  It  means  just  this,  that  building  and  loan  associa- 
tions are  prevented  from  lending  on  more  tlian  halt  of  the  number  of 
houses  they  formerW  did  with  the  same  amount  of  capital  to  invest? 

Mr.  Merriken.  That  is  right. 

The  Chairman.  And  it  requires  the  builder  to  invest  twice  as  much 
money  in  each  building  that  he  contracts  for? 

Mr.  Mkrrikkx.  That  is  right. 

The  Chairman.  And  it  contracts  the  whole  proposition  one-half  ? 
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ilr.  ilERRiKEN.  Absolutely.  We  feel  that  if  some  relief  could  be 
given  us  through  the  reserve  bank,  with  any  sort  of  loan  made  a  pref- 
erence, and  the  loans  discounted  as  they  were  formerly,  it  would  re- 
lieve tne  situation  very  much  locally  here.  I  do  not  know  how  that 
could  be  done,  sir,  but  that  is  the  viewpoint  of  the  active  men  in  the 
business. 

The  Chairman.  Now,  I  asked  you  a  moment  ago  if  the  savings 
banks  loaned  much  money  on  houses  here — ^buildings — and  you  said 
they  were  only  permitted  to  do  so  where  the  fee  went  with  the  house. 

Mr.  Mebriken.  That  is  right. 

The  Chairman.  Now,  do  tney  loan  much  on  property  of  that  char- 
acter? 

Mr.  Merkikkn.  The  rule  of  the  savings  bank  is  not  to  loan  more 
than  60  per-  cent,  and  60  per  cent  will  not  see  the  man  through. 
Building  associations  can  afford  to  loan  as  much  as  80  per  cent  for 
the  reason  that  thev  are  in  intimate  touch  with  the  borrower  each 
week. 

The  Chair^ian.  In  New  York  City  I  find  that  the  larger  part  of 
our  loans  come  from  the  insurance  companies  and  savings  banks. 
The  money  is  usually  loaned  through  bond  and  mortgage  companies, 
and  then  they  dispose  of  those  mortgages  to  banks  and  insurance 
companies  and  individuals.  Our  problem  there  is  that  the  individual 
lender  who  formerly  took  about  half  of  the  mortgages,  is  out  of  the 
mortgage  market. 

Mr.  Merriken.  That  is  right. 

The  Chairman.  Because  with  the  tax  of  the  income  upon  his  mort- 
gage, he  gets  a  very  small  return,  and  he  is  putting  his  money  now 
into  tax-exempt  securities. 

Mr.  !Merriken.  That  is  the  experience  here,  too. 

The  Chairman.  And  the  savings  banks  and  insurance  companies, 
their  income  on  mortgages  being  exempt  from  taxation,  they  are 
really  the  only  lenders. 

Mr.  Merriken.  Yes. 

The  Chairman.  We  have  not  the  building  and  loan  svstem  de- 
velop)ed  to  the  extent  that  you  have  here.  The  savings  banks  here 
play  very  little  part  because  practically  all  your  houses  are  built, 
sold,  or  rented  through  the  p'o\md-rent  plan. 

Mr.  Merriken.  That  is  right. 

The  Chairman.  There  has  been  some  suggestion  in  other  parts  of 
the  country  that  lenders  to-day  are  charging  a  very  substantial  bonus 
for  loans.    Is  there  any  complaint  of  that  character  here  ? 

Mr.  Merriken.  No;  the  savings  banks  and  building  association, 
which  are  the  normal  methods  of  financing  these  enterprises,  charge 
no  bonus  at  all.  There  are  some  bonuses  charged,  6i  course,  in  a 
building  proposition.  If,  for  instance,  a  man  wants  to  build  u  lot 
of  houses,  and  he  has  a  trust  company  advance  him  up  to  the  point  of 
completion,  in  order  to  refinance  himself,  then  he  may  have  to  pay 
a  little  bonus,  because  that  involves  personal  service  on  the  part  of 
the  trust  company  to  see  that  the  work  is  completed  properly. 

The  Chairman.  What  percentage  of  a  bonus  is  charged? 

Mr.  Merriken.  It  varies  from  2^  to  5  per  cent.  That  is  for  short- 
term  building  loans.  That  is  the  only  class  of  loans  that  I  know 
of  where  a  bonus  is  charged.  . 
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The  Chairman.  At  the  rate  of  5  per  cent,  or  a  5  per  cent  bonus  ? 

Mr.  'Merriken.  Five  per  cent  bonus. 

The  Chairman.  I  heard  of  a  case  in  New  York  recently — it  was 
a  commercial  enterprise — where  a  man  borrowed  a  million  dollars 
and  only  got  $9(KJ,(X)0  on  a  permanent  mortgage.  I  heard  of  another 
case  where  a  savings  bank  loaned  $100,000  and  required  the  borrower 
to  take  all  of  the  money  in  Liberty  notes,  which  are  selling  at  $85, 
paying  $15,000  bonus. 

Senator  Kenyon.  But  they  could  not  do  that  in  Baltimore  ? 

Mr.  IMerriken.  Oh,  no.  We  have  nothing  of  that  kind  to  com- 
plain of  at  all. 

Senator  Kenyon.  How  about  your  losses  in  building  and  loan 
associations?     Do  you  have  any  losses? 

Mr.  Merriken.  We  do  not  have  any  losses  at  all.  On  the  con- 
trary, as  I  read  you  from  that  slip,  we  have  a  surplus  here  of  over 
$2,000,000. 

Senator  Kenyon.  In  the  old  days  of  building  and  loan  associations 
in  the  West  they  had  different  schemes  of  commissions  and  matters 
of  that  kind  that  ran  the  interest  rates  very  high. 

Mr.  Merriken.  Yes. 

Senator  Kenyon.  But  you  do  not  have  that  here  ? 

Mr.  Merriken.  No;  we  have  some  sort  of  State  supervision  over 
our  building  associations.  It  is  a  limited  form  of  supervision,  but 
they  are  run  along  systematic  lines,  and  I  do  not  know  of  any  build- 
ing association  in  the  last  30  years  in  my  personal  experience  where 
a  Toss  has  been  made.  They  may  make  a  little  loss  now  and  then, 
but  they  have  a  surplus  sufficient  to  carry  the  loss,  and  their  deposi- 
tors are  always  protected. 

Senator  Kenyon.  Is  there  anything  further  ? 

Mr.  Merriken.  I  would  like  to  discuss  somewhat  this  question  of 
the  appointment  of  a  housing  bureau ;  I  would  like  to  tell  you  of  my 
experience  with  the  Government's  proposition  at  Dundalk.  The 
(xoveiTiment  took  over  the  Bethlehem  Steel  Co.'s  plant  at  Sparrows 
Point.  There  was  an  absolute  need  there  for  housing,  and  the  Beth- 
lehem Steel  Co.,  through  one  of  its  subsidiary  corporations,  had  the 
land,  and  proposed,  it  ordinary  conditions  prevailed,  to  improve 
this  land  with  a  large  city ;  and  when  the  Government  took  over  this 
proposition,  because  the  project  fell  down,  the  Government  under- 
took to  build  those  houses.  They  built  two  batches  of  houses;  one 
consisted  of,  1  think,  596  houses,  the  other  of  approximately  300 
houses.  The  300-house  scheme  was  an  ordinary  cheap  house  or  only 
four  rooms,  not  heated,  and  without  any  conveniences.  The  596 
houses  or  600  houses  that  were  built  in  the  same  vicinity  were  of  a 
very  much  higher  type,  and  it  was  reported  to  me  that  the  average 
cost  of  those  houses  was  $6,500. 

Now,  after  they  were  built  the  Government  decided  to  sell  them, 
and  I  happened  to  be  one  of  a  committee  appointed  or  selected  by 
the  housing  commission  to  appraise  that  property  and  to  advise  the 
Government  as  to  what  they  should  do  with  reference  to  the  sale  of 
the  property.  We  went  into  the  matter  very  thoroughly,  and  we 
found  it  was  impossible  for  the  Government  to  sell  that  property  at 
anything  like  its  original  cost ;  and  I  have  a  copy  of  my  report  here 
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in  which — well,  I  might  saj  this,  in  order  to  put  ourselves  in  a 
proper  relation  with  the  project  at  Dundalk — ^we  had  a  survey  made 
of  the  earnings  of  the  employees  at  Sparrows  Point  or  at  the  Beth- 
lehem Steel  G^.  There  were  something  like  12,400  employees  there, 
and  we  found  that  it  was  absolutely  impossible  for  the  employees 
in  those  particular  plants,  because  of  their  earning  capacity,  to  ab- 
sorb those  houses,  and  they  were  finally  sold.  They  were  sold  in  this 
fashion:  They  were  sold  for  10  per  cent  cash  and  1  per  cent  per 
month  by  the  Government  itseli — housing  commission — and  they 
were  sold  at  very  much  lower  figures  than  their  actual  cost.  I  simply 
make  that  statement  in  support  of  mv  theory  or  idea  that  it  is  unwise 
at  this  time  to  undertake  to  build  houses  by  a  commission  or  any 
kind  of  public  body  in  Baltimore  city ;  and  I  agree  with  Mr.  Smith 
and  with  Mr.  Goldsoorough  that  if  you  will  just  open  up  the  avenues  of 
communication  and  give  us  access  to  the  money  through  this  Federal 
reserve  bank — ^that  is  the  thing  that  occurs  to  me  at  this  time — we  can 
take  care  of  our  housing  situation  without  any  difficulty  at  all. 

The  Chairman.  Do  you  believe  that  if  monev  here  were  available 
that  people  here  would  proceed  to  solve  the  problem  themselves  ? 

Mr.  Merriken.  I  do. 

The  Chairman.  Despite  the  high  prices  of  labor  and  materials? 

Mr.  Merriken.  I  think  so. 

The  Chairman.  Have  you  heard  any  complaints  about  a  lack  of 
transf>ortation  in  bringing  building  materials  to  the  market? 

Mr.  Merriken.  That  is  a  very  general  complaint;  but  I  do  not 
know  enough  about  the  details  of  it  to  be  able  to  advise  the  commit- 
tee on  it  specifically. 

The  Chairman.  Is  there  anything  else  that  you  care  to  say  to  the 
committee  ? 

Mr.  Merriken.  I  do  not  think  so,  sir.  However,  I  would  like  to 
say  this  to  the  committee,  that  I  cut  out  of  a  paper  last  night  a  report 
on  the  housing  at  St.  Louis.  It  is  very  interesting.  I  do  not  know 
whether  you  have  seen  it,  but  I  will  leave  it  with  you  [handing 
paper  to  the  chairman]. 

The  Chairman.  Thank  you  very  much. 

Mr.  Merriken.  That  is  a  proposition  where  the  city  itself  under- 
took to  build  houses,  and  they  had  the  same  experience  as  the  Gov- 
ernment had  at  Dundalk. 

Senator  Kenyon.  Is  that  a  report  by  the  city  or  to  the  city  ? 

The  Chairman.  It  is  apparently  a  letter  from  a  gentleman  who 
has  made  some  study  of  it.    It  is  not  an  official  communication. 

Mr.  Merriken.  That  is  right. 

The  Chairman.  I  wish  you  would  address  a  communication  to 
the  committee  at  29  West  Thirty-ninth  Street,  New  York  City,  show- 
ing exactly  how  much  is  owing  to  the  banks  by  the  building  and  loan 
associations  at  this  time. 

Mr.  Merriken.  I  will  do  that. 

The  Chairman.  Thank  you.  Now,  the  committee  would  like  to 
hear  from  one  or  two  of  Baltimore's  builders  at  this  time.  It  has 
been  suggested  that  we  hear  from  Mr.  Novak  and  Mr.  Gallagher. 
The  .committee  will  hear  Mr.  Novak  first. 
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STATEMENT   OF  ME.   FRANK  NOVAK,   BUILDEE   AND   EEAL 

ESTATE  OPEEATOE,  BALTIMOEE,  MD. 

The  Chairman.  What  is  your  occupation,  Mr.  Novak? 

Mr.  XovAK.  Builder  and  real  estate  operator. 

The  Chairman.  You  are  engaged  in  the  construction  of  buildings 
in  the  city  of  Baltimore,  are  you? 

Mr.  Novak.  Yes,  sir ;  two-story  houses  only. 

The  Chairman.  Dwelling  houses? 

Mr.  Novak.  Yes,  sir. 

The  Chairman.  What  character  of  buildings  do  you  construct 
generally  ? 

Mr.  Novak.  One-family  houses. 

The  Chairman.  And  how  many  buildings  of  that  character  have 
you  built  in  Baltimore  ? 

Mr.  Novak.  In  the  last  20  years  I  have  built  over  4,000  of  them. 

The  Chairman.  And  these  houses,  Mr.  Novak,  you  have  built  for 
the  market,  as  it  were  ? 

Mr.  Novak.  Yes,  sir ;  I  have  sold  them. 

The  Chairman.  You  have  built  them  and  sold  them  to  people  who 
have  lived  in  them  themselves? 

Mr.  Novak.  Principally. 

The  Chairman.  In  nearly  every  case  have  you  sold  to  people  who 
meant  to  occupy  them  themselves  ? 

Mr.  Novak,   i  es. 

The  Chairman.  The  committee  will  be  glad  to  have  you  make  any 
statement  on  this  subject  which  you  think  would  be  of  interest  to 
the  committee  ? 

Mr.  Novak.  In  what  way  ?    In  the  way  of  construction  or  the  cost? 

The  Chairman.  Well,  first  tell  us  how  these  buildings  that  you 
have  constructed  have  been  financed. 

Mr.  Novak.  Mostly,  after  we  erect  them,  of  course,  we  finance  them 
to  the  time  of  completion,  and  we  sell  them  to  the  purchaser.  In 
former  years,  in  1914  and  1913,  a  house — an  average  house — would 
cost  about  $1,650,  and  we  would  get  about  $150  cash,  and  we  would 
get  the  balance  from  a  building  association;  90  per  cent  of  the  houses, 
sold  in  Baltimore  were  financed  in  that  way.  The  building  asso- 
ciation would  grant  about  $1,200  on  that  house,  and  we  would  stand 
responsible  for  that  $1,200,  and  the  purchaser  would  pay  it. 

The  (^hairman.  And  the  pun^iaser  would  pay  how  much? 

Mr.  Novak.  Would  pav  weekly  about  $0.50,  including  all  expenses. 

The  (^iiATiniAX.  Did  tlie  $6.50  include  all  expenses? 

ilr.  Novak.  Yes:  everything. 

The  (^hairman.  That  was  j)aid  into  the  building  and  loan  associa- 
tion ? 

Mr.  Novak.  Weekly:  yes. 

The  Chaihaian.  And  you  usuall}^  had  a  second  mortgage  on  that? 

Mr.  Novak.  No:  I  do  not  operate  that  way.  Some  builders  do,  but 
I  do  not.  T  would  ju^t  leave  on  deposit  in  the  building  and  loan 
assoriation  the  difference  between  what  they  granted  and  what  they 
would  crive  the  people,  and  then  the  building  and  loan  association 
w(  iild  pav  r.ie  back.  In  other  words,  the  whole  payment  would  po 
to  tlie  building  and  loan  association,  and  I  would  collect  afterwards. 

The  Chairman.  Would  this  $6.50  cover  interest  on  the  amount  you 
had  issued? 
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Mr.  Novak.  Yes;  everything. 

The  CHAiiRMAX.  And  you  had-arrangements  with  the  buildin;r  and 
loan  a&soeiation  to  take  care  of  that? 
Mr.  Novak.  Yes;  a  separate  writing  to  that  effect. 
The  Chairman.  What  interest  wouhl  the  purchaser  pay  on  the 
total  loan? 

Mr.  Novak.  Six  per  cent. 

The  Chairman.  The  law  prevents  his  paying  more  than  that? 

Mr.  Novak.  Yes. 

The  Chairman.  And  that  was  the  method  that  you  pursued  up  to 
along  in  the  beginning  of  the  war? 

Mr.  Novak,  les;  even  up  to  1918.  Of  course,  the  price  of  houses 
went  up,  and  they  had  to  be  advanced  a  little  then.  People  had  to 
pav  more  cash,  but  it  was  done  on  the  same  lines. 

I'he  Chairman.  And  what  has  been  the  method  since  1918? 

Mr.  Novak.  Since  1918  the  cost  of  a  $1,650  house  has  mounted  to 
$4,500  to-day.  That  is  what  that  house  would  cost  to-day — about  18(1 
per  cent  increase. 

The  Chairman.  About  180  per  cent  increase? 

Mr.  Novak.  Yes:  I  have  all  the  figures  here  showing  that. 

The  Chairman.  That  is  vour  estimate  of  the  increase  in  cost  over 
1914? 

Mr.  Novak.  Yes. 

The  Chairman.  About  180  per  cent? 

Mr.  Novak.  Yes,  sir.  The  bricklayers,  plasterers,  and  electrical 
workers  are  getting  100  per  cent  increase,  and  material  has  increased 
more  than  that. 

The  Chairman.  What  are  the  wages  being  paid  to-day  in  the  city 
of  Baltimore  to  those  different  trades? 

Mr.  Novak.  The  bricklayers  in  our  work  are  getting  $10  a  day. 

,The  Chairman.  Is  that  the  union  rate  ? 

Mr.  Novak.  Yes;  the  union  rates:  but  the  unions  are  even  getting 
more  than  that.    They  are  getting  $1.25  an  hour,  some  of  the  men. 

The  Chairman.  Because  of  the  great  demand  for  labor? 

Mr.  Novak.  Yes;  and  they  are  being  bid  for.  But  we  are  only 
paving  $10  for  bricklayers. 

I'he  Chairman.  And  plasterers? 

Mr.  Novak.  $I  an  hour;  $8  a  day. 

The  Chairman.  Go  along  and  give  us  the  others. 

Mr.  Novak.  The  carpenters  are  getting  $1  an  hour — from  50  cents 
to  $1 ;  laborers  are  getting  20  cents  to  50  cents ;  and  electrical  work- 
ers are  getting  from  50  cents  to  $1  an  hour.  That  is  all  the  me- 
chanics I  have  here.  But  the  material  has  gone  up  a  great  deal. 
Bricks,  for  instance,  have  gone  up  270  per  cent. 

The  Chairman.  What  is  the  price  of  bricks  to-day? 

Mr.  Novak.  About  $24. 

The  Chairman.  Is  that  delivered  on  the  job? 

Mr.  Novak.    Yes. 

The  Chairman.  What  was  it  in  the  period  around  1914? 

Mr.  Novak.  $6.50.  Lumber  has  increased  from  $16.50  to  $50.  That 
is  rough  lumber. 

The  Chairman.  What  character  of  lumber? 

Mr.  Novak.  Framing  and  rough  lumber. 
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The  Chairman.  Short  leaf,  second  growth  yellow  pine  ? 

Mr.  Novak.  Yes.  That  has  increased  200  per  cent.  The  increase 
in  cement  up  to  the  first  of  last  month  was  from  $1.60  to  $4  a  barrel^ 
in  carload  lots,  making  150  per  cent.  The  increase  in  sand  was  from 
75  cents  a  yard  to  $2.50  a  yard — an  increase  of  210  per  cent ;  the  in- 
crease in  hardware  was  about  150  per  cent ;  paint  and  glass,  100  per 
cent ;  millwork  and  flooring,  trim,  doors,  etc.,  have  advanced  300  per 
cent,  and  the  cost  of  grading  has  increased  200  per  cent. 

Tne  Chairman.  That  is  the  cost  of  grading? 

Mr.  Novak.  Yes. 

The  Chairman.  That  is,  the  excavating? 

Mr.  Novak.  Yes.  And  cement  work — that  is,  the  mechanic  doings 
it — 200  per  cent.  The  net  increase  for  1914  to  1920  is  180  per  cent^ 
as  I  said  before ;  and  in  addition  to  that,  we  have  our  financial  troubles^ 

The  Chairman.  Have  you  observed  any  evidence  of  a  combination 
on  the  pai-t  of  material  men  to  bolt  up  prices  abnormally  ? 

Mr.  Novak.  Only  with  lumber.  1  can  not  say  about  other  mate- 
rials, but  with  lumber  they  have  been  doing  it  all  last  winter.  They 
are  not  doing  it  now.  During  last  winter  they  would  offer  you,  for 
instance,  a  carload  of  flooring  at,  say,  $90,  and  they  would  say,  "  we 
will  wire  that  to  our  firm,  and  if  they  accept  it  we  will  let  you  know," 
and  then  they  would  ask  somebody  else  $95,  and  if  they  would  pay- 
it,  you  did  not  get  it. 

The  Chairman.  You  say  you  have  seen  no  evidence  of  any  combi- 
nation except  as  to  lumber? 

Mr.  Novak.  Yes. 

The  Chairman.  Have  you  made  inquiry  to  ascertain  if  there  was- 
anv  combination  ? 

Mr.  Novak.  No,  sir. 

The  Chairman.  Has  any  inquiry  been  made  by  anyone  in  Balti- 
more— by  the  district  attorney,  or  by  the  local  authorities? 

Mr.  Novak.  Not  to  my  knowledge. 

The  Chairman.  And  you  say  you  pay  $24  a  thousand  for  rough 
brick? 

Mr.  Novak.  That  is  the  brick  used  in  the  construction  of  a  two-story 
house — aU  the  brick. 

The  Chairman.  All  the  brick? 

Mr.  Novak.  Taking  it  on  an  average ;  yes. 

The  Chairman.  The  price  charged  for  brick  under  the  old  condi- 
tions was  about  $7  ? 

Mr.  Novak.  $6.50  to  $7 ;  yes. 

The  Chairman.  And  is  not  that  a  very,great  increase? 

Mr.  Novak.  Oh,  yes.  The  increase  is  in  the  labor.  Eighty  per  cent 
of  the  house  is  labor. 

The  Chairman.  Is  80  per  cent  of  the  cost  of  manufacturing  brick, 
labor  ? 

Mr.  Novak.  More  than  that,  I  believe. 

The  Chairman.  You  are  not  interested  in  manufacturing  brick? 

Mr.  Novak.  I  am  a  stockholder  in  the  Baltimore  Brick  Co. 

The  Chairman.  And  you  say  the  price  of  cement  has  increased  ? 

Mr.  Novak.  Yes;  up  to  the  1st  of  the  month  we  were  paying  around 
$4  in  cars.    I  do  not  know  what  it  is  to-day. 

The  Chairman.  Have  you  observed  a  slackening  in  prices  lately  on 
building  materials  to  the  builder  here? 
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Mr.  Novak.  WelL  yes ;  in  lumber. 

The  Chairman.  Lumber  has  dropped  about  20  per  cent  ? 

Mr.  XovAK.  I  would  say  30  per  cent  in  finished  lumber;  not  in  the 
rough  lumber. 

The  Chairman.  But  in  other  lines  of  building  material  there  has 
been  no  change  ? 

]Mr.  Novak.  No  ;  there  have  been  advances. 

The  Chairman.  A  stiffening  of  the  price  ? 

Mr.  Novak.  Yes ;  the  advance  since  April  1, 1  would  say,  to  August 
1  has  been  15  per  cent. 

The  Chairman.  This  committee  has  authority  under  the  resolu- 
tion authorizing  its  existence  to  subpa?na  the  books  of  corporations 
and  to  examine  them,  and  to  inquire  whether  or  not  there  has  been 
anv  profiteering  in  building  materials. 

Mr.  Novak.  I  do  not  believe  the  people  I  am  dealing  with  are 
doing  it. 

The  Chairman.  A  mile  from  the  water,  we  are  paying  to-day  in 
New  York,  $30  a  thousand  for  brick. 

Mr.  Novak.  I  think  there  are  only  two  cities  that  are  paying  less 
than  Baltimore  for  brick. 

The  Chairman.  And,  besides,  our  brick  is  brought  a  hundred  miles 
down  the  Hudson  River.  In  your  building  operations  you  use  the 
buildinc:  and  loan  associations  to  finance  them,  do  you? 

Mr.  XovAK.  Yes;  90  jper  cent  of  the  houses  in  Baltimore  are 
finan(  ed  in  that  way.  We  create  a  ground  rent  on  them  first,  and 
then  get  a  loan  from  the  building  and  loan  association. 

The  Chairman.  What,  in  your  judgment,  is  the  principal  reason 
for  the  present  housing  shortage  in  Baltimore  ? 

Mr.  Novak.  Of  course,  one  reason  is  that  the  cf)st  of  material  and 
labor  is  so  high,  and  another  reason  is  that  the  builders  in  Baltimore, 
I  find,  have  a  tendency  to  build  a  higher-priced  house  than  they  have 
been  used  to  building.  We  used  to  build  a  house  with  six  rooms  and 
bath,  14  feet  front;  but  now  most  of  them  are  building  houses  20 
feet  front  or  wider,  because  the  same  amount  of  brick  is  used  in  a  14- 
foot  house  as  is  used  in  a  20-foot  house,  and  lumber  and  the  different 
other  materials,  the  difference  is  not  much,  and  then  they  can  demand 
a  larger  price  for  a  20-foot  house.  It  does  not  pay  to  erect  a  14- foot 
house. 

The  Chairman.  That  is  purely  a  business  proposition  ? 

Mr.  Novak.  Yes. 

The  Chairman.  An  effort  to  get  everything,  as  it  were,  when  the 
house  is  finished? 

Mr.  Novak.  Yes.  I  am  trying  now  on  a  certain  operation  to  go 
back  and  build  the  little  14-foot  front  house  we  have  been  used  to 
building,  and  that  house  I  used  to  sell  for  $1,650,  and  I  am  selling  it 
now  for  $4,250;  and  my  profits — I  do  not  know  what  they  will  be, 
because  I  have  not  finished  with  the  job  vet,  but  I  know  they  will  not 
justify  me  in  going  ahead  with  that  kind  of  work. 

The  Chairman.  You,  of  course,  have  had  a  very  large  experience 
in  building  these  homes  for  the  people  in  this  city  ? 

Mr.  Novak.  Yes. 

The  Chairman.  Of  course,  you  understand,  as  I  do,  and  other 
gentlemen  in  the  profession,  that  when  you  build  a  house  to-day  you 
are  competing  with  every  existing  house? 
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Mr.  Novak.  Yes. 

The  Chairman.  And  it  is  entirely  different  from  a  man  who  manu- 
factures shoes  or  clothing  ? 

Mr.  XovAK.  Yes. 

The  Chairman.  Or  even  the  farmer  who  produces  things  that  are 
consumed  every  day  ? 

Mr.  Novak.  Yes. 

The  Chairman.  That  is  to  say,  the  things  that  were  manufactured 
last  year  have  been  disposed  of  and  are  no  longer  in  existence. 

Mr.  Novak.  Yes. 

The  Chairman.  While  the  builder  has  to  build  houses  to  compete 
with  every  house  that  was  ever  built. 

Mr.  Novak.  Yes. 

The  Chairman.  And  houses  that  were  built  five  years  ago  for  180 
per  cent  less  than  they  are  to-day,  as  you  have  indicated. 

Mr.  Novak.  Yes. 

The  Chairman.  But  you  think,  in  spite  of  all  that,  that  there  is  a 
real  demand  for  houses  here^  and  that  the  people  would  build  them 
in  some  sort  of  way  under  fair  conditions? 

Mr.  Novak.  I  believe  they  would,  if  they  could  be  financed. 

The  Chairman.  So  that,  in  your  judgment,  is  the  principal  reason 
for  the  housing  shortage? 

Mr.  Novak.  Yes. 

The  Chairman.  Have  you  had  any  difficulty  in  obtaining  material 
through  lack  of  transportation? 

Mr.  Novak.  Not  seriously.  I  have  ordered  my  material  way  ahead, 
and  I  have  lumber  and  other  material  on  hand  to  build  quite  a  number 
of  houses,  but  I  am  not  building  them.  I  am  just  finishing  the 
houses  that  I  started  in  the  spring. 

The  Chairman.  And  will  you  be  able  to  find  a  market  for  those 
that  you  are  finishing  up  now^ 

Mr.  Novak.  I  believe  so.  I  have  not  completed  any,  but  we  have 
sold  quite  a  number  of  what  we  have  going  up. 

The  Chairman.  And  you  are  getting  an  increased  price? 

Mr.  Novak.  Yes. 

The  Chairman.  Which  is  warranted  by  the  increased  cost  ? 

Mr.  Novak.  Yes. 

The  Chairman.  There  has  been  some  complaint  throughout  the 
country  about  lack  of  transportation  for  building  material,  a  month 
or  two  ago  when  the  coal  priority  orders  were  given. 

Mr.  Novak.  I  have  heard  a  good  deal  of  that  around  Baltimore  my- 
self, but  we  have  always  been  stocked  up  a  little  bit  ahead. 

The  Chairman.  Of  course  your  brick-manufacturing  establish- 
ments are  handy,  and  you  have  cement  handy,  and  you  have  good 
water  transportation  ? 

Mr.  Novak.  Yes.  We  have  been  getting  along,  so  far  as  material  is 
concerned,  pretty  fairly  this  year. 

The  Chairman.  Our  committee  went  into  the  subject  of  transporta- 
tion a  month  or  two  ago,  and  we  believe  that  we  have  helped  mate- 
rially in  that  direction;  and  we  have  also  arranged  in  some  of  the 
cities  for  a  better  cooperation  between  the  railroads  and  the  builders. 
Where  there  was  a  real  justifiable  complaint  over  the  shortage  of 
building  materials,  we  have  had  local  committees  get  in  touch  with 
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the  representatives  of  the  railroads  locally,  and  together  they  have 
relieved  the  situation.  You  do  not  borrow  any  money  from  savings 
banks,  do  you  ? 

Mr.  XovAK.  No ;  but  I  borrow  from  other  banks.  I  happen  to  be  a 
director  in  one  of  the  national  banks  in  Baltimore,  whose  best  cus- 
tomers are  the  building  and  loan  associations.  They  have,  I  judge,  40 
l)er  cent  of  the  building  associations'  deposits  in  that  bank.  They 
owed  the  Federal  reserve,  I  think,  in  March  about  seven  hundred  and 
some  odd  thousand  dollars.  The  bank  examiner  came  there  and  laid 
great  stress  on  that,  and  warned  them  that  those  loans  must  be  cut 
down — that  the  loans  to  the  building  associations  by  that  bank  ought 
to  be  cut  down.  Now,  another  thing  I  wish  to  say  is  that  out  of  all 
of  those  houses  that  I  have  put  up,  which  is  somethino^  over  4,000 
houses,  I  do  not  know  of  a  single  case  in  which  the  building  and  loan 
association  has  lost  a  dollar  in  any  one  of  those  houses. 

The  Chairman.  Nor  have  the  banks  that  have  loaned  to  the  build- 
ing and  loan  associations  ]ost  a  dollar? 

Mr.  Novak.  No,  sir.  Our  bank  considers  building  and  loan  associ- 
ations as  their  best  customers. 

Tlie  Chairman.  It  would  seem  so  to  me. 

Mr.  Novak.  Because  they  have  the  deposits  of  all  the  people  back 
of  those  notes  that  thev  srive  to  those  banks. 

The  Chairman.  And  they  have  first  mortgages  upon  good  salable 
real  estate? 

Mr.  Novak.  Yes;  in  addition  to  the  guarantee  of  the  builder. 

The  Chairman.  Yes. 

Mr.  Miller.  I  would  like  to  ask  you  what  you  think  is  a  proper 
return  on  an  investment  in  real  estate — say,  a  house  that  costs  $4,000 ; 
how  much  rental  should  it  pay?  Ten  per  cent  or  12  per  cent,  or 
about  what  per  cent  to  make  it  an  attractive  and  satisfactory  invest- 
ment for  a  business  man? 

Mr.  Novak.  After  deducting  the  expenses,  such  as  taxes,  etc.  ? 

Mr.  Miller.  Yes;  I  mean  over  all. 

Mr.  Novak.  I  do  not  think  10  per  cent  would  be  enough. 

Mr.  Miller.  Then  12 J  per  cent? 

Mr.  Novak.  I  think  it  should  be  more  than  that. 

Mr.  Miller.  You  think  it  should  be  more  than  that? 

Mr.  Novak.  Yes. 

Mr.  Miller.  Do  you  think  it  should  be  as  high  as  15  per  cent? 

Mr.  Novak.  It  should  be  around  14  or  15  per  cent. 

Mr.  Miller.  If  it  were  15  per  cent,  then 

Mr.  Novak  (interposing).  Understand,  sir,  I  am  not  familiar  with 
that  kind  of  business^  because  I  do  not  rent  any  houses. 

Mr.  MiiXER.  For  a  house  that  costs  $4,000  tx)  pay  15  per  cent,  the 
rental  would  have  to  net  $600? 

Mr.  Novak.  And  they  have  to  pay  all  the  expenses. 

Mr.  Miller.  Did  we  not  use  to  have  a  theory  that  10  per  cent  was 
about  right,  and  that  if  a  house  cost  $4,000,  that  $400  would  be  about 
a  fair  rental  for  it? 

Mr.  Novak.  Yes ;  but  since  that  time  everything  has  gone  up — taxes 
and  everything  else. 

The  Chairman.  Have  you  heard  of  the  system  now  in  operation 
in  England,  in  the  way  of  encouraging  building  operations?   ' 
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Mr.  Novak.  Not  in  detail ;  no,  sir.  I  could  not  say  that  I  have.  I 
have  read  something  of  it. 

The  Chairman.  As  I  understand  it,  they  have  had  for  years  a  real 
housing  problem  there.  Here,  of  course,  we  have  had  plenty  of  build- 
ing material  and  labor;  we  have  had  conditions  different  Irom  Eng- 
land; but  our  information  is  that  in  England  the  Government  is  pay- 
ing builders  £70  bonus  per  room. 

Mr.  Novak.  A  room? 

The  Chairman.  Yes ;  so  that  if  you  build  an  eight-room  house  in 
England,  you  would  receive  a  bonus  from  the  Government  of  £560 ; 
and  if  the  pound  were  worth  $4.80,  which  it  used  to  be,  that  would 
be  pretty  nearly  $8,000  in  the  way  of  an  actual  bonus  which  they 
would  give  you  in  h^nd. 

Mr.  Novak.  That  would  be  a  great  thing  if  they  would  do  it  here. 

The  Chairman.  Well,  frankly,  I  believe  that  we  are  up  against  a 
pretty  serious  situation  in  the  United  States  with  regard  to  the  build- 
ing of  homes  for  the  people.  I  know  of  nothing  to-day  that  is  more 
important.  I  am  very  much  opposed  to  the  Government  doing  any 
such  thing,  and  I  am  not  in  sympathy  with  the  Government  lending^ 
its  money  to  people  to  build  houses,  nor  am  I  in  sympathy  with  the 
Government  goinsr  into  the  business  of  building  houses,  but  I  am 
anxious  to  encourage  men  like  you,  who  have  the  courage  to  go  ahead 
and  risk  their  money  in  the  building  of  houses,  and  I  am  anxiAus  and 
the  committee  is  anxious  to  help  men  who  are  conducting  legitimate 
business  in  that  way.  Now,  I  know  that  there  is  a  great  risk  in  build- 
ing to-day,  when  a  man  has  to  compete  with  all  the  other  existing^ 
houses;  and  I  have  been  wondering  how  the  builders  would  receive 
a  proposition  like  the  one  incorporated  in  the  shipping  bill  that  we 
passed  recently.  Have  you  examined  the  shipping  bill  that  Con- 
gress piassed  recently  ? 

Mr.  Novak.  No,  sir. 

The  Chairman.  You  know  for  many  years  we  have  been  discussing- 
the  building  up  of  the  merchant  marine;  and  we  did  spend 
$3,000,000,000  of  the  people's  money  in  building  ships  during  the 
war.  Now  that  the  war  is  over,  we  have  been  trymg  recently  to  work 
out  in  Congress  how  we  would  utilize  those  vessels  under  private 
ownership:  so  Congress  has  done  a  lot  of  things  in  a  bill  recently 
passed,  and  among  other  things  is  this:  They  have  provided  that 
any  vessel  built  previous  to  1914— and  they  fixed  on  that  year  because 
a  great  many  men  had  built  ships  then  and  they  had  marked  off  sa 
much  each  year  for  depreciation  in  the  value  of  the  ship,  and  in 
many  cases  a  ship  was  being  carried  at  25  per  cent  of  its  real  value ; 
so  we  have  provided  in  that  bill  that  any  shipowner  who  owned  a 
ship  built  previous  to  1914,  and  who  sold  the  ship,  would  be  exempt 
from  all  taxes  on  the  profit  on  the  sale,  provided  he  invested  all  of 
the  money  he  obtained  in  the  sale  of  that  ship  in  new  ships ;  and  we 
also  provided,  as  an  encouragement  for  American  shipowners  to  en- 
gage in  foreign  trade  that  we  would  exempt  all  American  ship  opera- 
tors in  foreign  trade  from  all  excess-profits  taxes,  provided  they 
invested  the  profits  in  new  ships. 

Mr.  Novak.  Yes,  sir. 

The  Chairman.  I  wonder  if  it  would  be  a  stimulant  to  builders  if 
that  plan  were  adopted  with  respect  to  building? 
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Mr.  Novak.  No  doubt  it  would. 

The  Chairman.  If  we  exempted  from  the  excess-profits  taxes  your 
profits  on  the  building  of  houses,  provided  you  invested  your  profits 
in  other  buildings? 

Mr.  Novak.  Yes;  and  that  we  are  doing.  We  simj)ly  turn  our 
money  over  and  over  again.  I  have  to-day  tied  up  in  two-ston^ 
houses  over  half  a  million  dollars ;  that  is,  not  including  tjie  land.  If 
a  man  buys  a  tract  of  land,  as  I  do,  of  course,  toward  the  end  we  have 
greater  profits  than  we  do  in  the  beginning.  Two  years  ago  the 
examiner  came  and  examined  my  books,  and  he  attempted  to  make 
me  divide  my  land  up  as  we  went  along,  so  that  they  could  collect 
the  taxes,  but  it  woula  be  just  the  reverse  in  what  you  suggest. 

The  Chairman.  To-day,  if  you  go  into  a  building  operation  and 
lose  money  on  it,  the  Government  does  not  help  you  any  ? 

Mr.  Novak.  No;  and  if  we  make  any  money,  they  take  it  away 
from  us. 

The  Chairma:)!.  But  if  the  Government  would  just  charge  you  the 
normal  income  tax  on  your  profits  and  relieve  you  from  the  excess- 
profits  tax,  provided  you  would  invest  all  your  profits  in  new  houses, 
that  would  be  a  help,  would  it  not  ? 

Mr.  Novak.  Oh,  ves. 

The  Chairman.  The  Government  has  established  a  precedent  for 
that  in  the  shipping  bill,  and  I  wondered  whether  it  would  not  be  as 
important  to  supply  homes  for  the  American  people  as  it  would  to 
assist  in  the  establishment  of  the  merchant  marine. 

Mr.  Novak.  It  would  be  a  great  thing,  I  know. 

The  Chaiioian.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  Mr.  Novak,  that  you  think  may  be  of  help  to  us  in 
finding  a  solution  for  this  housing  problem  ? 

Mr.  Novak.  No,  sir ;  I  do  not  think  of  anything  else. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Novak.  Not  at  all.  Senator. 

STATEMENT  OF  HCBi.  EDWABD  T.  GALLAOHEE,  BTTILDEE  AND  EEAL 

ESTATE  OPEEATOE,  BALTIHOEE,  MB. 

The  Chairman.  Mr.  Gallagher,  you  are  engaged  in  the  construc- 
tion of  houses  in  the  city  of  Baltimore? 

Mr.  Gallagher.  Yes,  sir;  similar  to  Mr.  Novak;  about  the  same 
line  of  business. 

The  Chahiman.  And  for  how  long  a  time  have  you  been  so  en- 
gaged? 

Mr.  Gallagher.  About  30  years. 

The  Chairman.  And  during  that  period  of  time  I  judge  that  you 
have  constructed  several  thousand  houses? 

Mr.  Gallagher.  Three  or  four  thousand,  sir. 

The  Chaiuman.  And  your  experience  in  the  financing  of  building 
operations  in  the  past  has  been  substantially  the  same  as  that  of 
Mr.  Novak? 

Mr.  Gallagher.  About  the  same,  pretty  much ;  the  same  principle 
entirely.    We  depend  on  the  building  and  loan  associations  entirely. 

The  Chairman.  That  is  the  method  followed  by  practically  all  of 
the  men  who  build  these  dwelling  houses  in  Baltimore,  is  it  not? 
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Mr.  Gallagher.  Yes,  sir;  with  the  medium  class  of  house  particu- 
larly they  depend  on  the  building  associations. 

The  Chairman.  The  great  majority  of  tlue  people  in  Baltimore  live 
in  these  small  dwelling  houses,  do  they  not? 

Mr.  Gallagher.  Yes,  sir. 

The  Chairman.  Do  you  build  many  aparthient  houses  in  Balti- 
more ? 

Mr.  Gallagher.  I  do  not  build  them ;  I  have  not  built  any ;  and  it 
is  only  of  late,  or  within  the  last  four  or  five  years,  that  apartment 
houses  have  been  built  here — possibly  eight  years. 

The  Chairman.  In  New  York  City  and  other  cities  they  construct 
houses  for  2,  3,  4,  6,  8,  or  10  families  and  upward.  That  has  not  been 
the  practice  here? 

Mr.  Galj.aoher.  Not  up  until  about  eight  years  ago,  sir. 

The  Chairman.  How  are  houses  of  that  character  financed?  By 
the  building  and  loan  associations? 

Mr.  Gallagher.  No  ;  they  are  financed  by  bond  tesues  principally. 

The  Chairman.  Are  they? 

Mr.  Gallagher.  Yes. 

The  Chairman^  They  are  not  financed  by  savings  banks  or  private 
lenders  taking  the  mortgage?* 

Mr.  Gallagher.  I  do  not  think  so.  Savings  banks  do  not  tie  their 
money  up  in  that  line  of  business. 

The  Chairman.  Can  you  .give  the  committee  any  information 
other  than  what  Mr.  Novak  has  given  us? 

Mr.  Gallagher.  I  think  he  has  been  over  the  field  very  carefully 
and  very  fully.  I  can  only  add  that  it  is  difficult  for  a  builder  of 
limited  means  or  limited  capital  to  go  on  building  under  the  present 
conditions.  It  seems  that  we  have  exhausted  the  entire  capital  of  the 
building  associations,  and  a  committee  was  formed  of  builders,  in- 
cluding Mr.  Novak  and  myself  and  several  other  gentlemen,  to  inter- 
view^ the  presidents  of  the  savings  banks  of  Baltimore.  By  coin- 
ijidence  all  of  them  seemed  to  gather  at  the  Metropolitan  Savings 
Bank,  the  corner  of  Charles  and  oaratoga  Streets,  to  debate  the  ques- 
tion of  closing  at  2  o'clock,  and  they  invited  us  to  come  there  and  gq 
over  the  situation  with  them.  Our  spokesman  asked  the  bank  presi- 
dents whether  they  would  not  aid  the  building  associations  by 
financing  them  in  this  way — by  taking  their  notes  and  taking  the 
mortgages  as  security.  They  declined  to  do  that.  They  said  they 
had  not  the  means;  that  their  securities  were  low,  and  that  they  could 
not  borrow  money  themselves  without  loss  or  sell  their  sec*urities,  and 
that  they  had  to  have  capital  so  as  to  supply  the  necessary  withdraw- 
als when  called  upon ;  and  they  would  not  entertain  the  proposition 

at  all. 

Now,  that  left  us  without  any  resources,  because  the  banks  usuallv 
do  not  lend  to  builders,  the  building  business  being  a  hazardous  busi- 
ness ;  and,  therefore,  we  aren't  able  to  go  on  building  as  we  have  in 
the  past.  I  have  half  a  million  dollars  tied  up,  I  guess;  and  I  have 
enough  material  lying  on  my  land  around  Baltimore  to  build  close 
to  a  nundred  houses,  includinor  lumber,  frames,  and  other  material; 
but  when  we  attempt  to  build  a  house,  if  we  are  fortunate  enough 
to  get  a  loan  from  a  building  and  loan  association  they  demand  a 
deposit  on  the  sale  of  the  house  from  the  purchaser  of  over  a  thou- 
sand dollars,  up  to  $1,700  on  a  forty-five  hundred  dollar  house. 
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Senator  Kenyon.  What  did  you  say,  Mr.  Gallagher? 

Mr.  Gallagher.  I  say  that  they  demand  a  deposit  from  a  thousand 
to  twelve  hundred  to  seventeen  hundred  dollars  to  carry  the  loan.  It 
seems  that  the  Government  banking  officials  sent  overhand  examined 
a  bank  in  which  I  am  a  depositor— I  could  have  been  a  director  of  it, 
I  guess — and  this  bank,  Mr.  Novak  has  said,  loaned  a  great  deal  of 
money  to  the  building  associations  and,  consequently,  that  demand 
upon  the  part  of  the  (iovernment  for  them  to  withdraw  their  loans 
seems  to  demoralize  the  building  associations'  business  in  Baltimore, 
and  thev  get  scared  and  shaky — there  was  no  cause  for  it — and  con- 
sequently they  have  restricted  their  loans. 

1  have  been  connected  with  a  building  association  in  the  way  of 
making  loans  for  30  years  and  I  sent  them  two  loans  the  other  day, 
and  oftered  to  guarantee  them,  but  they  refused  to  take  them.  I  have 
applied  to  one  of  the  largest  building  associations  in  Baltimore  for 
a  moderate  loan  and  undeilake  to  guarantee  to  pay  off  the  amount 
it  required ;  that  has  l)een  four  or  five  weeks  ago,  and  I  suppose  it 
will  be  many  weeks  more  before  I  can  get  the  money,  if  I  can  get 
it  at  all. 

The  Chairman.  The  fact  is  that  the  builders  are  without  facilities 
for  financing  their  operations?  , 

Mr.  (tallagher.  Tiiat  is  it ;  yes. 

The  Chairman.  I  find  in  New  York  and  other  lar^e  centers  that 
the  savings  banks  deposits  have  increased  andthe  building  loan  de- 
posits have  increased.  In  other  words,  the  workingmen  and  small 
business  man — men  of  small  business  means  in  small  undertakings — 
have  been  making  quite  a  lot  of  money  for  the  last  vear  or  two,  and 
they  have  deposited  those  savings  in  the  banks  ami  in  the  building 
and  loan  associations.     Does  that  condition  prevail  her^i 

Mr.  Gali^\gher.  I  am  a  director  in  and  a  vice  president  of  a  sav- 
ings bank  here — not  a  very  large  one — and  we  find  that  our  deposits 
have  increased  over  last  3x»ar,  and  it  is  due  to  the  cause,  I  presume, 
that  you  have  just  mentioned;  but  the  building  associations  in  Balti- 
more are  so  numerous  that  the  field  is  not  as  large;  and  while  the 
deposits  have  been  increased  since,  it  is  due  to  the  increased  payments 
for  houses.  It  took  $7  on  the  ordinary  house  in  1913  or  1914,  but 
it  takes  iflo  now  to  be  paid.  Consequently  the  building  association 
can  not  lend  on  the  numl>er  of  houses  that  they  formerly  did,  but 
their  income  is  larger  proportionately. 

The  Chairman.  I  can  see  why  it  is  advantageous  for  you  gentle- 
men to  finance  your  operations  through  the  building  associations,  be- 
cause under  that  method  you  are  able  to  get  more  purchasers,  because 
men  can  buy  property  at  about  10  per  cent  down. 

Mr.  Gallagher.  \es. 

The  Chairman.  While  the  way  that  we  do  it  in  New  York,  25  to 
30  per  cent  is  required.  Therefore  you  do  a  larger  volume  of  busi- 
ness. 

Mr.  (lALLAGHER.  We  will  sell  a  house  for  $5,500  on  $8  ground. 
The  value  runs  between  a  thousand  and  fifteen  hundred  dollars.  We 
take  $500  cash,  possibly,  and  we  hypothecate  $1,500  or  a  thousand  in 
a  building  association,  if  necessary,  and  we  are  able  to  get  the  money 
that  the  man  wants  on  the  house.  He  pays  it  off  weekly,  and  as  he 
pays  the  interest  on  each  $100  it  ceases.  They  only  charge  6  per 
cent — that  is,  they  have  in  the  past,  but  the  demand  is  so  great  now 
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for  building  associations  that  they  are  charging  a  bonus.  Tn  other 
words,  if  a  man  wants  $4,000.  they  make  the  mdividual  borrower  put 
up  $40  as  an  initiation  fee.  It  used  to  be  a  quarter  a  share.  Now  it 
is  a  dollar  and  a  quarter. 

Senator  Kenyon.  Does  one  have  to  become  a  member  in  order  to 
get  a  loan  ? 

Mr.  Gallagher.  Yes;  they  charge  you  a  dollar  and  a  quarter  now 
on  each  share  that  you  borrow  upon.  If  you  borrow  $4,000,  it  will 
cost  you  $40  above  what  it  did  in  the  early  part  of  this  year. 

Senator  Kenyon.  What  interest  do  they  charge  ? 

Mr.  Gallagher.  Six  per  cent. 

Senator  Kenyon.  Then  you  do  not  get  money  from  the  building 
and  loan  associations  at  6  per  cent,  do  you  ? 

Mr.  Gallagher.  No. 

Senator  Kenyon.  And  now  you  are  paying  this  premium  ? 

Mr.  Gallagher.  Yes. 

Senator  Kenyon.  Suppose  you  were  getting  a  thousand-dollar 
loan  from  a  building  and  loan  association,  what  would  you  pay? 

Mr.  Gallagher.  We  are  supposed  to  finance  the  proposition  for 
the  buyer 

Senator  Kenyon.  You  would  have  to  join  the  association? 

Mr.  Gallagher.  Yes;  we  take  the  name  of  borrower — ^send  a  let- 
ter to  the  building  association  notifying  them  that  the  borrower  or 
buyer  requires  a  thousand  dollars,  lie  pays  a  quarter  for  the  book 
when  the  transfer  takes  place,  and  he  pays  50  cents — now  a  dollar — 
for  the  man  who  investigates  the  property. 

Senator  Kenyon.  A  dollar  for  what? 

•  

Mr.  Gallagher.  That  is  for  the  directors ;  that  is  the  salary  they 
get. 

Senator  Kenyon.  Is  that  a  dollar  a  thousand  ? 

Mr.  Gallagher.  No  ;  a  dollar  a  man.  There  are  three  on  the  com- 
mittee, usually. 

Senator  Kenyon.  And  that  is  to  pay  them  ? 

Mr.  Gallagher.  Yes;  and  the  president  of  the  building  associa- 
tion gets  $2  for  acknowledging  the  mortgage  and  his  time  that  is 
given  to  it ;  and  it  was  a  quarter  a  share,  or  $2.50  on  a  thousand,  to 
become  a  member. 

The  Chairman.  Is-  there  anything  else  that  vou  would  like  to  say 
to  the  committee  or  that  you  think  would  be  of  help  to  the  committee, 
Mr.  Gallagher? 

Mr.  Gallagher.  No;  I  think  that  is  about  as  far  as  I  can  go  in 
the  matter.  I  am  sure  that  Mr.  Novak,  like  myself,  would  be  glad  to 
see  something  done  to  help  the  situation.  I  think  if  we  had  some 
means  of  financing  building  operations  we  would  build  houses  with- 
out any  Government  aid,  however. 

The  Chairman.  You  believe  that  the  people  would  go  on  and 
build  houses,  despite  the  high  prices? 

Mr.  Gali^gher.  Yes. 

The  Chairman.  And  you  would  go  right  on  if  you  could  get  the 
necessary  financing?^ 

Mr.  (xALiJVGHER.  Yes. 

The  Chairman.  That  is  all.  Thank  you,  Mr.  Gallagher.  Now, 
is  Mr.  Chew  in  the  room? 
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STATEMENT  OF  ME.  WILLIAM  F.  CHEW,  PEESIDENT,  BTTILBERS' 

EXCHANGE,  BALTIMOEE,  MB. 

The  Chairman.  Mr.  Chew,  vou  are  president  of  the  builders'  ex- 
change, I  believe,  of  the  city  or  Baltimore  ? 

Mr.  Chew.  I  am. 

The  Chairman.  And  you  are  a  builder? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Are  you  engaged  in  the  same  character  of  build- 
ing work  that  these  other  two  gentlemen  are  who  have  testified  here 
this  morning  ? 

Mr.  Chew.  Xot  as  a  whole.  I  do  general  building  construction. 
I  build  dwellings. 

The  Chairman.  That  is,  by  contract,  for  men  who  want  structures 
put  up  for  them? 

Mr.  Chew.  Yes. 

The  Chairman.  And  vou  also  build  for  the  market? 

Mr.  Chew.  No,  sir;  1  do  not  build  any  houses  for  selling.  I  do 
not  do  any  work  for  myself  at  all. 

The  Chairman.  You  are  a  contract  builder,  then? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  From  your  information  on  the  subject,  are  the 
statements  that  have  been  made  by  the  two  gentlemen  who  have 
pi-eceded  you  a  fair  summary  of  the  situation  ? 

Mr.  Chew.  As  to  the  cost  of  dwelling  houses,  I  think  so. 

The  Chairman.  And  as  to  the  method  of  financing  building  opera- 
tions generally  in  the  city  of  Baltimore  ? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Have  you  any  information  concerning  the 
methods  pursued  in  borrowing  money  from  savings  banks  for  build- 
ing construction  work  ? 

Mr.  Chew.  The  savings  banks  in  Baltimore  will  only  lend  money 
on  fpe  simple  property,  anfl  due  to  the  fact  that  nearly  all  of  the 
dwelling  houses  have  ground  rent  created  on  them,  they  are  not 
available  to  the  savings  banks  for  loan  purposes. 

Senator  Kenyon.  What  is  this  ground  rent  that  we  have  heard 
about? 

Mr.  Chew.  It  is  practically  a  first  mortgage.  I(;  is  a  system  by 
which  the  ground  is  pledged  as  securitv,  and  a  99  year  rental  is 
created,  which  is  redeemable,  under  the  laws  of  the  State  of  Mary- 
land, at  6  per  cent.  That  has  only  been  in  existence  10  or  15  years. 
We  did  have  what  we  called  irredeemable  rents,  but  that  rate  has 
finallv  been  fixed  by  law ;  that  if  the  rent  on  your  house  is  $90,  that 
is  redeemable  at  any  time  after  five  years  at  6  per  cent.  In  other 
words,  you  can  force  the  holder  of  that  ground  rent  to  sell  it  to 
you  for* $1,500;  so  it  now  becomes,  as  I  say,  practically  a  first  mort- 
gagre  on  the  ground  and  house. 

The  Chairman.  Suppose  I  nm  a  builder  who  wants  to  buy  some 
land  and  build  some  houses.  I  see  a  piece  of  land  that  strikes  me 
as  favorable  for  what  I  have  in  mind.  I  inquire  concerning  that 
land,  and  I  find  that  it  is  owned  by  somebody.  Now,  can  I  purchase 
that  land  outrierht? 

Mr.  Chew.  Oh,  yes.  You  can  purchase  that  outright.  There  are 
no  ground  rents  on  anything  except  improved  property.    There  are 
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no  ground  rents  on  vacant  land.    The  ground  rent  is  created  only 
after  the  property  is  improved. 

The  Chairman.  Then  I  can  arrange  with  the  owner  of  the  land  to 
buy  it  outright? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Or  to  buy  it  through  ground  rent? 

Mr.  Chew.  No;  you  can  not  create  a  ground  rent;  there  would 
be  no  market  for  a  groimd  rent  if  that  property  were  unimproved^ 
because  the  ground  rent  in  all  cases  is  in  excess  of  the  value  of  the 
ground. 

Senator  Kenyon.  Just  take  Senator  Calder's  proposition,  and  say 
that  you  build  some  houses  on  that  propertv.  He  has  the  fee 
title  ? 

Mr.  Chew.  Yes. 

Senator  Kenyon.  And  w^here  does  this  ground  rent  come  in? 

Mr.  Chew.  He  creates  that  ground  rent  by  selling  it  to  a  third 
party. 

Senator  Kenyon.  Then  it  is  just  the  same  as  a  mortgage? 

Mr.  Chew.  Yes.  In  other  words,  he  pays  $850  for  the  lot,  and  he 
creates  a  $1.5()0  rent  on  that  lot  and  the  improvements. 

Senator  Kenyon;  Now,  let  us  say  that  he  has  bought  that  property, 
and  he  has  built  a  house  on  it  and  he  sells  that  to  you  or  to  me 

Mr.  Chew.  What,  the  house  ? 

Senator  Kenyon.  The  whole  thing.    He  can  do  that,  can  he  not  ? 

Mr.  Chew.  Yes. 

Senator  Kenyon.  Suppose  I  am  not  able  to  buy  the  fee,  then  does 
this  ground-rent  proposition  come  in? 

Mr.  Chew.  Yes.  What  is  usually  done  in  order  to  finance  the 
proposition  is  this:  About  the  time  the  house  is  under  roof  the 
ground  rent  is  then  sold  to  some  purchaser,  and  the  rents  are  cre- 
ated according  to  the  location  of  the  property,  and  they  are  created 
on  a  basis  of  what  other  property  is  bringing  in  that  section. 

Senator  Kenyon.  Suppose  this  were  a  $3,000  house  that  was  put 
up  there  and  I  wanted  to  buy  it,  but  could  not  take  the  fee. 

Mr.  Chew.  You  would  probably  create  a  rent  of  a  thousand  dol- 
lars— that  is,  a  $60  ground  rent  on  that  house — and  sell  it  for  a 
thousand  dollars. 

Senator  Kenyon.  That  is,  sell  it  to  some  bank  or  to  some  pei-son 
who  wants  it  as  an  investment? 

Mr.  Chew.  Yes. 

Senator  Kenyon.  Then,  that  is  the  same  as  a  mortgage? 

Mr.  Chew.  Yes;  practically  the  same  as  a  third  mortgage.  Tlie 
value  of  the  grouml,  which  was  originally  $800,  through  the  merger 
of  the  ground  and  the  house,  becomes  a  thousand  dollars. 

The  Chairman.  And  a  building  and  loan  association  comes  along 
and  puts  its  loan  on  it  subject  to  the  ground  rent? 

Mr.  Chew.  They  can  do  that,  but  the  savings  banks  can  not. 

The  Chairman.  Have  you  any  knowledge  of  a  building  and  loan 
assoriatirm  ever  losing  anv  money  under  an  arrangement  of  that 

kind? 

Mr.  Chew.  Very  .seldom,  sir.  They  might  lose  money  if  they  over- 
loaned,  but  thei'e  is  not  a  great  deal  of  risk  to  it.  The  i)ercentage  is 
very,  very  small. 
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The  Chairman.  You  are  en^aj^d  in  a  different  kind  of  business 
than  that,  as  1  take  it? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  You  may  have  heard  me  inquire  from  Mr.  Novak 
as  to  the  prices  for  building  materials,  and  you  may  have  heard  his 
answers.  He  said  that  building — labor  and  materials  together — costs 
about  ISO  per  cent  more  than  what  it  did  in  the  prewar  period.  Do 
vou  ufirree  with  that? 

Mr.  Chew.  Yes;  that  is  practically  correct. 

The  Chairman.  And  he  recited  the  wages  paid  to  men  in  the  build- 
ing trades. 

Mr.  Chew.  I  think  he  named  bricklayers  only. 

The  Chairman.  I  think  he  said  carpenters  and  plasterers  also. 
Your  experience  has  l>een  the  same  as  his,  has  it  ? 

Mr.  Chew.  Practically  so,  except  that  the  scale  for  bricklayers  in 
Baltimore  is  $10  a  day.  and  up  to  30  days  ago  they  were  getting  $11 
and  $12 — a  bonus  of  $1  or  $2.  I  think  that  Mr.  Novak  and  one  or  two 
others  closed  down  on  account  of  that,  and  the  bricklayers  finally 
went  back  to  their  scale. 

The  Chairman.  Has  there  been  anv  complaint  in  Baltimore  about 
building  labor  not  doing  a  day's  work  of  late? 

Mr.  Chew.  There  is  no  use  to  complain. 

The  Chairman.  I  mean  have  you  had  any  reason  to  believe  that 
the  bricklayers  and  j)lasterers  and  the  rest  of  them  were  not  giving 
out  a  full  day's  work? 

Mr.  Chew.  They  are  not  producing  as  much  as  they  did  prior  to 
the  war.  We  know  that.  We  have  to  accommodate  ourselves  to 
what  they  are  doing  to-day,  and  then  maJce  that  min\is  for  fear  they 
will  do  less. 

The  Chairman.  Do  you  have  trouble,  Mr.  Chew,  in  getting  build- 
ing labor  ? 

Mr.  Chew.  No;  building  labor  has  been  fairly  easy  in  Baltimore. 
We  have  not  had  verv  much  trouble  on  that  score. 

The  Chairman.  llave  the  unions  in  their  regulations  concerning 
apprentices  done  anything  to  prevent  new  men  from  coming  into  the 
building  trades  here  ? 

Mr.  Chew.  Their  restrictions,  I  believe,  are  very  severe  as  to 
apprentices.  They  do  not  allow  very  many  apprentices,  and  in  some 
lines  none. 

The  Chairman.  I  have  observed  in  New  York  that  we  are  not 
getting  SLUj  young  men  in  the  carpentry  trade.  We  are  getting  young 
men  in  bricklayer  and  plumbing  trades  and  as  electricians,  but  plas- 
terers and  carpenters — I  do  not  observe  that  young  men  are  seeking 
those  lines. 

Mr.  Chew.  Well,  Baltimore  is  an  open-shop  town.  It  is  not  in 
the  same  sitnation  that  New  York  is  as  regards  labor;  and  on  most 
of  the  operation  dwelling-house  work  that  is  practically  all  open 
shop,  and  a  great  many  of  the  mechanics  learn  their  trades  there, 
and  while  they  do  not  serve  the  actual  time  at  it,  they  become  familiar 
with  it,  and  then  they  get  out  into  legitimate  work  and  finish  up, 
until  they  can  compete  with  their  fellow  workmen  and  get  the  full 


scale  of  wages;  but  Baltimore  is  an  open-shop  town  as  far  as  labor 
icerned.     In  other  words,  there  is'no  building  trades  council 


is  concerned. 
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here.  While  in  some  lines  they  are  fully  organized,  and  while  they 
work  under  closed-shop  conditions  in  a  great  many  lines,  there  is  no 
council  here  whereby  they  may  have  sympathetic  strikes  or  anything 
of  that  kind. 

The  Chairman.  Speaking  of  labor,  I  am  frank  to  say  that  I  have 
but  little  complaint  to  make  against  a  man  who  works  demanding 
a  reasonable  day's  pay  for  his  labor,  provided  he  performs  the  day's 
work.  He  has  to  meet  all  the  increased  costs  of  living,  and  there- 
fore he  is  entitled  to  compensation  that  will  permit  him  to  do  that. 

Mr.  Chew.  Well,  that  is  a  matter  of  competition,  just  the  same  as 
the  wage.  ^Vhen  a  mechanic  knows  that  there  are  six  jobs  for  him, 
he  is  not  going  to  produce  any  more  than  he  has  to.  That  is  simply 
human  nature,  and  a  man  is  not  to  be  blamed  for  that.  We  are 
suffering  from  a  lack  of  mechanics.  The  shipbuilding  and  automo- 
bile industries  have  taken  a  great  many  mechanics  away  from  other 
industries.  There  were  no  shipbuilding  mechanics  in  this  country 
at  the  time  of  the  beginning  of  the  war,  and  they  robbed  the  build- 
ing trades  of  the  men  who  are  now  in  the  shipbuilding  industry.  The 
automobile  industry  has  done  the  same  thing.  A  man  who  has  had 
any  mechanical  training  at  all  can,  in  several  weeks,  learn  to  place 
bolt  No.  576  in  a  certain  place,  and  can  get  money  for  doing  it.  He 
becomes  a  semiautomatic  unit. 

The  Chairman.  The  prices  of  material  have  increased  even  more 
than  labor? 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  Have  you  seen  any  evidences  of  combinations  to 
hold  up  prices? 

Mr.  Chew.  I  do  not  kno\v  whether  there  are  any  combinations.  I 
know  in  some  lines  we  get  the  same  prices  from  various  people  that  we 
ask  for  prices.  I  do  not  know  the  reason  for  that,  but  I  know  that 
there  is  a  resale  price  agreed  on  somewhere  along  the  line. 

The  Chairman.  So  that  if  you  inquire  of  building-material  men  the 
price,  say,  of  cement — several  in  succession — you  find  that  you  get 
the  same  price? 

Mr.  Chew.  Yes ;  and  the  same  thing  applies  to  lumber.  There  is  a 
fixed  resale  price  for  graded  lumber.  Of  course,  in  dwelling-house 
work,  such  as  Mr.  Gallagher  just  spoke  of,  you  can  get  competitive 
stuff.  I  have  some  quotations  here  which  I  got  this  morning  directly 
from  the  South  [handing  papers  to  the  chairman].  That  sort  of 
stuff  comes  into  the  operator,  but  the  resale  lumberman  buys  up  any 
of  that  material  that  he  can  get,  but  to  the  legitimate  builder  that 
does  not  matter.  I  can  buy  in  advance  and  put  it  on  the  ground  and 
take  care  of  it :  but  in  the  other  work,  which  is  built  for  an  owner  and 
built  to  architect  plans  and  designs,  you  can  not  anticipate  your  re- 
quirements. 

The  Chairman.  That  would  be  true  as  to  factories  and  office  build- 
ings and  hotels? 

Mr.  Chew.  Yes;  and  large  residence  work. 

The  Chairman.  In  fact,  everything  except  the  ordinary  run  ol 
dwelling  houses? 

Mr.  Chew.  Yes. 

The  Chairman.  When  you  inquire  of  a  lumberman  his  price  on  a 
certain  kind  of  lumber,  and*  then  you  go  across  the  street  to  his  com- 
petitor, you  get  the  same  price,  do  you? 


RECONSTRUCTION   AND  PRODUCTION.  297 

Mr.  Chew.  Yes,  sir. 

The  Chairman.  And  the  same  with  terra  cotta? 

Mr.  Chew.  Yes. 

The  Chairman.  And  the  same  with  stone  for  trimmings  on  the 
front  ? 

Mr.  Chew.  No;  that  is  different.    That  is  an  open  game. 

The  Chairman.  Do  you  buy  brick  directly  from  the  manufacturer 
or  from  the  dealer? 

Mr.  Chew.  From  the  manufacturer;  except  face  brick.  We  have 
no  face-brick  manufacturer  in  Baltimore.  Me  buy  those  from  the 
dealers,  and  in  most  cases  the  factories  have  representativ^es  here 
celling  face  brick,  so  that  we  buy  that,  really,  from  the  manufacturer 
or  from  his  accredited  agent  in  many  cases. 

The  Chairman.  He  has  no  arrangement  with  the  manufacturers 
for  preventingthe  builder  from  buying  direct ( 

Mr.  Chew.  The  bricklayers'  union  has  the  rule  whereby  the  master 
bricklayer  is  supposed  to  furnish  all  the  material  that  he  uses — brick, 
<sand,  and  so  on. 

The  Chairman.  That  is  the  practice  in  New  York. 

Mr.  Chew.  And  the  same  obtains  in  Baltimore. 

The  Chairman.  All  of  that  tends  to  increase  the  cost  very  much. 

Mr.  Chew.  Yes ;  of  course,  you  are  paying  a  profit  on  it  for  the 
master  bricklayer.  In  New  York  the  builder  is  the  master  brick- 
layer; in  Baltimore  the  builder  is  the  carpenter.  So  in  New  York, 
whereas  there  is  only  one  profit,  there  are  two  profits  in  Baltimore. 

The  Chairman.  Take  men  like  Mr.  Novak  and  Mr.  Gallagher,  in 
the  old  days  they  were  able  to  buy'brick,  cement,  and  sand 

Mr.  Chew  (interposing).  They  still  do,  and  so  do  I  on  that  type 
of  work.  Nearly  all  of  that  work  is  handled  on  an  open-shop  basis. 
I  buy  all  my  brick  direct  on  that  kind  of  work,  and  simply  pay  the 
bricklayer  his  price  per  thousand  for  laying  only.  That  is  the  rule 
on  operation  work  or  dwelling-house  work. 

The  Chairman.  Have  you  had  difficulty  this  year  in  obtaining 
deliveries  ? 

Mr.  Chew.  A  great  deal.  A  lot  of  difficulty ;  so  much  so  that  last 
month  we  went  over  to  Washington  trying  to  get  the  Interstate  Com- 
merce Commission  to  abolish  their  open-shop  car  order. 

The  Chairman.  You  were  at  those  hearings  there? 

Mr.  Chew.  Yes;  and  they  extended  that  30  days.  That  expires 
on  the  21st  of  August,  and  I  hope  there  will  be  no  other  extension 
of  it. 

The  Chairman.  Our  committee  was  responsible  for  obtaining 
those  hearings.  We  insisted  that  the  Interstate  Commerce  Commis- 
sion give  the  building  material  and  housing  interests  of  the  country 
an  opportunity  to  present  to  the  Interstate  Commerce  Commission 
their  side  of  the  story. 

Mr.  Chew.  And  I  was  there  representing  the  national  associa- 
tion. 

The  Chairman.  They  tell  us  that  lately  they  will  release  a  car 
quicker. 

Mr.  Miller.  Sixty-five  thousand  right  after  the  hearing,  or  shortly 
after  the  hearing,  and  on  July  28, 15,0(X)  more,  making  80,000  in  toto 
cars  which  were  not  adaptable  to  handling  coal. 
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Mr.  Chew.  They  modified  their  order  to  the  extent  that  anything 
with  sides  less  than  18  inches  high  was  released. 

Mr.  Miller.  Yes. 

Mr.  Chew.  That  is  the  only  modification  they  made,  and  they 
extended  their  order  30  days. 

Mr.  Miller.  And  I  understand  they  are  about  to  extend  it  another 
30  days. 

The  Chairman.  The  other  day  at  a  meeting  of  this  committee  Mr. 
Willard,  the  president  of  the  Baltimore  &  ()hio  Railroad  Co.,  who 
you  probably  know,  Mr.  Chew,  is  chairman  of  the  advisory  committee 
Kailroad  Executives'  Association  of  the  United  States,  informed  this 
committee  that  he  would  be  very  glad  to  join  with  us  in  a  cooperative 
effort  to  relieve  pressing  difficulties,  and*  that  where  material  was 
needed  in  some  important  case  he  would  see  that  we  got  the  material. 
I  do  not  know  whether  Mr.  Miller  has  taken  up  with  you  or  any  com- 
mittee here  in  Baltimore  the  question  of  your  appointing  a  committee 
here,  but  we  are  going  to  ask  you  to  do  so,  and  then  we  will  arrange 
to  have  the  railroad  authorities  have  a  representative  here  with  whom 
you  may  deal,  and  if  you  say  that  you  must  have  something  for  an 
important  operation  to  relieve  the  situation — for  some  hospital  or 
some  important  public  undertaking — they  have  promised  to  take  care 
of  it.  It  was  not  within  our  purview,  but  we  were  able  to  show  the 
railroad  interests  that  it  was  a  necessary  thin^  to  the  needs  of  the 
Nation. 

Mr.  Chew.  I  understand  at  the  present  time  the  Baltimore  &  Ohio 
Kailroad  has  only  30  per  cent  of  owned  equipment. 

Mr.  Miller.  About  20  per  cent,  I  think  it  is. 

Mr.  Chew.  Well,  it  is  worse  than  I  thought.  I  understand  from 
railroad  men  that  it  is  impossible  for  a  railroad  to  operate  economi- 
cally with  less  than  60  per  cent.  I  know  of  a  case  not  very  far  away 
from  here  where  a  main  line  will  not  put  a  car  in  on  a  branch  for  a 
mile  or  a  mile  and  a  half,  and  turn  it  over  to  the  branch  line:  but  if 
the  material  is  hauled  by  motor  truck  that  mile  and  a  half  and  put 
on  the  main  line  the  man  can  have  the  car  immediately. 

The  Chairman.  Why  is  that? 

Mr.  Chew.  Because  thev  do  not  want  to  turn  a  car  over  to  their 
subsidiary.  They  would  hold  it  on  their  own  line,  even  though  it  was 
a  foreign  car. 

Mr.  Miller.  Have  you  anv  knowledge  of  the  holding  of  cars  in 
this  city  for  coal  speculation  t 

Mr.  Chew.  I  do  not  have  at  the  present  time ;  no,  sir. 

Mr.  Miller.  In  other  words,  is  freight  congested  by  reason  of  cars 
being  held  here  in  Baltimore  which  should  go  to  the  coal  docks  and 
be  unloaded  ? 

Mr.  Chew.  I  do  not  know  of  it,  Mr.  Miller;  but  in  these  sheets 
which  I  handed  to  Senator  Calder  a  few  moments  ago  there  is  plenty 
of  evidence  of  cars  being  sent  from  a  lumber  mill  in  transit — subject 
to  sale  in  transit — and  the  same  thing  is  being  done  in  other  lines 
right  along.  It  is  not  only  done  with  respect  to  coal.  Coal  cars  are 
being  used,  too,  but  there  are  a  number  of  cars  right  on  those  lines 
which  have  been  shipped  from  mills,  and  that  stuff  is  being  sent  over 
the  country  and  it  will  be  diverted  en  route. 

Senator  Kenyon.  They  announce  that  they  can  be  diverted? 
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Mr.  Chew.  Yes. 

Senator  Ken  yon.  Did  not  the  commissioner  tell  us  the  other  day 
that  that  was  a  good  thin^ij? 

Mr.  MiLXER.  les;  he  said  it  facilitated  business.  The  point  that  I 
made,  however,  was  with  respect  to  the  actual  holding  up  of  cars  at 
the  terminals. 

Mr.  Chew.  There  is  not  much  of  that  in  Baltimore,  I  believe.  I  do 
not  know  much  about  the  coal  trade,  however. 

Senator  Kenton.  Is  coal  exported  from  here  ? 

Mr.  Chew.  A  lot  to  New  England. 

Senator  Kenyon.  And  to  foreign  countries? 

Mr.  Chew.  Yes;  a  great  deal.  The  Interstate  Commerce  Commis- 
sion in  the  last  order  issued  allocated  230,000  tons  a  month  to  Balti- 
more. 

Senator  Kenyon.  Do  you  know  how  much  is  shipped  through 
Baltimore  for  export? 

Mr.  Chew.  No;  but  you  will  have  a  man  here  who  can  tell  you 
about  coal. 

The  Chairman.  Gentlemen,  the  committee  will  stand  at  recess  now 
until  2.15. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.15  o'clock  p.  m.) 

AFTER  RECESS. 

(At  2.15  o'clock, p.  m.  the  committee  rea.ssembled,  pursuant  to 
the  taking  of  recess  j 

The  Chairman.  Is  Mr.  Duncan,  of  the  Title  Guarantee  &  Trust 
Co.,  in  the  room  ? 

STATEMEirr  OF  MB.  JOHN  H.  DUNCAN,  VICE  PEESIDENT,  TITLE 
OITAEANTEE  &  TRUST  CO.,  OF  BALTIHOEE,  KD. 

Mr.  Duncan.  Mr.  Calder,  our  company  is  engaged  in  the  exami- 
nation of  titles,  lending  monejr  to  home  buyers,  and  financing  build- 
ing operations.  These  building  operations  run  for  a  term  of  one 
year,  which  enables  the  builder  to  not  only  complete  his  houses  but 
to  sell  them.  Reference  has  been  made  here  to-day  to  the  building 
associations  financing  between  80  and  90  per  cent  of  these  houses. 
That  is  practically  true,  and  I  would  like  to  speak  to  the  committee 
about  why  the  building  associations  are  selected  to  do  that  financing. 

In  Baltimore  we  have,  one  might  say,  three  conditions  in  the  real 
estate  game :  One  is  the  fee-simple  interest ;  the  other  the  reversionary 
interest,  or  the  ground  rent;  and  the  third  the  leasehold  interest:  and 
I  thought  it  might  be  of  interest  to  you  to  have  a  copy  of  our  lease 
form  here  [handing  paper  to  the  chairman]. 

Senator  Kenyon.  Is  that  the  ground  lease? 

Mr.  Duncan.  Yes,  That  is  the  lease  under  the  Maryland  law, 
made  for  a  term  of  99  years,  renewable  forever ;  but  by  the  same  statute 
they  are  redeemable  after  five  years  from  the  date  of  the  lease.  The 
reason  that  those  ground  rents  are  placed  on  those  houses  is  that 
those  ground  rents  are  a  permanent  first  mortgage,  which  can  not  be 
demanded  by  the  ground-rent  owner;  but  it  is  optional  with  the 
owner  of  the  house  whether  he  wants  to  redeem  it  at  the  end  of  five 
years  or  not.    That  enables  him  to  go  to  a  building  association  and 
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borrow  between  70  and  80  per  cent,  as  the  case  may  be,  of  the  dif- 
ference between  the  fee  interest  and  the  ground-rent  interest. 

Senator  Kenyon.  Suppose  he  redeems  it;  what  does  he  pay? 

Mr.  Duncan.  He  pays  6  per  cent.  That  is  the  redemption  price 
under  the  Maryland  law.  A-  ground  rent  of  $120  is  redeemable  at  & 
per  cent,  or  $2,000. 

Senator  Kenyon.  Do  j'ou  know  whether  any  other  States  have 
such  a  law  as  that? 

Mr.  Duncan.  I  can  not  recall.  Take  the  average  home  buyer  who 
buys  a  fee-simple  property  for  $5,600  and  a  ground  rent  of  $7,200  is 
placed  on  that  property,  which  is  $4,400  to  finance;  and  he  generally 
goes  to  a  building  association  and  applies  for  40  shares.  Forty  shares- 
would  enable  him  to  borrow*  about  22.  That  is  about  70  per  cent,  or 
$3,080,  if  my  figures  are  right. 

Now,  reference  has  also  been  made,  gentlemen,  to  the  building  asso- 
siations  being  ultraconservative.  That  is  due  largely  to  the  fact  that 
the  increased  cost  of  building  and  labor  has  increased  the  cost  per 
house,  and  generally  lending  70  ])er  cent  on  a  $2,(K)()  proposition, 
finding  it  suddenly  gone  up  to  $4,000  makes  them  hesitate  a  long 
time ;  so  they  generally  ask  the  builder  to  hypothecate  a  part  of  that 
purchase  money,  in  order  to  bring  their  liability  down  to  a  reasonably 
safe  basis. 

The  true  function  of  a  building  association,  however,  has  been  lost 
sight  of.  The  banks,  it  is  true,  have  called  the  building  associations 
here  for  a  large  part  of  their  loans ;  but  in  former  years  the  building 
association  was  formed  principally  to  sell  to  you  and  to  me  free 
shares  on  which  you  could  pay  at  the  rate  of  25  cents  per  share  per 
week.  Now,  that  money,  when  collected,  was  loaned  out  to  the  home 
l)uyer;  but  the  building  associations  to  day,  particularly  in  Baltimore, 
have  lost  sight  of  that  fact  and  they  have  become,  in  large  measure,, 
trust  companies,  because  they  have  gone  to  the  banks  seeking  financial 
help.  Now  the  banks  need  money  and  naturally  they  are  calling  the 
building  associations,  and  they  have  got  to  pay  it  back.  That  leaves 
the  building  association  stranded,  because  they  have  gotten  away 
from  their  free  shareholders;  they  have  gotten  away  from  that 
eagerness  to  encourage  you  and  others  to  come  in  and  pay  weekly 
and  save  money  in  installments.  That,  I  think,  covers  that  situation 
verv  well  in  reference  to  the  building  associations. 

The  savings  banks  of  Baltimore  have  done  their  part  to  encourape 
the  home  buyer ;  but  they,  too,  like  everybody  else,  have  been  short  of 
money ;  people  have  been  drawing  out  money,  possibly  for  the  pur- 
chase of  homes,  possibly  induced  by  the  attractive  interest  rates  paid 
on  bonds  in  different  sections  of  the  country.  In  our  business  in  lend- 
ing money  to  home  buyers  we  generally  lend  about  50  per  cent.  If  a 
man  wants  more  than  that,  and  is  a  good  moral  risk,  we  may  advance 
him  70  per  cent.  Fifty  per  cent  of  that  would  be  on  first  mortgage 
and  20  per  cent  would  be  on  what  we  term  "  a  second  mortgage,"  amor- 
tized so  much  per  month.  That  50  per  cent  on  mortgage — the  mort- 
gage would  be  sold  to  an  investor  at  a  rate  of  interest  which  would  be 
probably  attractive,  with  the  interest  and  principal  guaranteed  by  the 
company. 
The  Chairman.  You  have  a  bond  and  mortgage  bureau  ? 
Mr.  Duncan.  Not  a  bond  bureau,  but  a  mortgage  bureau ;  that  i$ 
our  principal  business. 
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The  Chairman.  Your  Title  Guarantee  &  Trust  Co.  will  loan  to  a 
builder  on  bond  and  mortgage? 

Mr.  Duncan.  Yes. 

The  Chairman.  Then  do  you  turn  those  mortgaged  over  to  your 
mortgage  company  ? 

Mr.  Duncan.  No,  sir. 

The  Chairman.  Or  is  the  whole  thing  in  the  one  institution  ? 

Mr.  Duncan.  We  have  a  mortgage  company  and  the  title  com- 
pany; but  when  the  title  company  makes  a  building  mortgage,  it 
retains  that  mortgage  until  it  is  finally  paid  off. 

The  Chairman.  Does  the  mortgage  company  make  the  permanent 
loan  or  the  title  company  ? 

Mr.  Duncan.  The  mortgage  companjr  makes  the  permanent  loan, 
because  they  sell  those  first  mortgages  to  investors  at  a  rate  of  interest 
between  5  and  6  per  cent.  To-dav  we  are  paying  6  per  cent  as  mort- 
gage interest,  and  we  guarantee  the  interest  as  well. 

The  Chhairman.  Does  your  Title  Guarantee  Co.  make  permanent 
loans? 

Mr.  Duncan.  Oh,  yes. 

The  Chairman.  And  then  the  Title  Guarantee  Co.  assigns  those 
loans  to  the  mortgage  company? 

Mr.  Duncan.  To  the  Mortgage  Guarantee  Co.,  which  sells  them  to 
investors  at  a  rate  of  interest  a  little  below  the  rate  that  is  being  paid. 

The  Chairman.  If  you  have  loaned  the  money  at  6  per  cent,  you 
sell  it  at  5^  per  cent  ? 

Mr.  Duncan.  Yes. 

The  Chairman.  And  you  guarantee  the  payment  of  the  interest  and 
the  Drincipal  and  retain  one-half  of  1  per  cent  for  that  guaranty? 

Mr.  Duncan.  Yes.  sir. 

The  Chairman.  That  is  on  the  same  basis  as  is  in  vogue  with  the 
Title  Guarantee  &  Trust  Co.  and  the  Bond  &  Mortgage  Guarantee  Co. 
of  New  York. 

Mr.  Duncan.  Exactly. 

The  Chairman.  How  much  money  have  you  loaned  on  bond  and 
mortgage  in  your  company  ? 

Mr.  Duncan.  We  have  to-day  about  $2,000,000  invested  in  mort- 
gase^ ;  but  we  have  a  great  deal  more  guaranteed. 

The  Chairman.  About  how  much  did  you  loan  here  ? 

Mr.  Duncan.  I  should  judge,  Mr.  Chairman,  that  we  would  aver- 
age certainly  between  seven  hundred  and  fifty  thousand  and  a  million 
dollars. 

The  Chairman.  Do  you  remember  offhand  what  the  extent  of  your 
guaranteed  mortgage  account  is  to-day  in  your  company  ? 

Mr.  Duncan.  To-day  it  is  about  one  million  and  something. 

The  Chair3ian.  I  mean  your  mortgage  company. 

Mr.  Duncan.  Yes;  the  guaranteed  mortgages  are  about  a  million 
dollars. 

The  Chairman.  You  have  that  many  guaranteed  mortgages  in 

existence  ? 

Mr.  Duncan.  Yes.  We  have  made  a  great  many  more,  but  they 
are  being  constantlyjpaid  off  and  liquidated. 

The  Chairman.  The  outstanding  mortgages  are  about  a  million 
dollars? 
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Mr.  DcNCAN.  Yes. 

The  Chairman.  Tell  me  the  process  necessary  to  be  taken  bv  a 
citizen  of  Baltimore  in  order  to  obtain  a  loan  from  your  guarantee 
company. 

Mr.  Duncan.  He  comes  into  the  company  and  makes  application, 
pves  the  number  and  the  dimensions  of  the  property,  and  whether  it 
IS  fee  simple  or  leasehold,  the  amount  of  purchase  money,  and  such 
amount  of  mortgage  he  requires  to  make  on  the  property. 

That  is  submitted  to  our  real  estate  man,  and  he  goes  out  and  passes 
judgment  on  the  property,  and  he  may  say  that  it  is  not  worth  what 
the  man  is  paying  and  that  our  loan  ought  to  be  reduced.  For  in- 
stance, if  he  is  buying  a  piece  of  fee-simple  property  for  $6,000  and 
he  applies  for,  ;say,  ^,500,  it  may  be  that  in  our  real  estate  man's 
judgment  $3,500  is  all  that  he  ought  to  get ;  that  he  has  probably  paid 
a  little  bit  more  than  the  property  is  worth.  If  the  man  is  a  good 
moral  risk  and  has  a  good  record,  we  may  advance  him  the  $4,500  on 
the  plan  that  I  suggested  a  moment  ago;  that  is  to  say,  $3,500  for 
three  years  and  $1,000  amortized  in  monthly  payments  of,  say,  $25 
or  $50,  as  he  may  elect,  each  month.  In  that  way  the  $1,000  is  paid 
back  monthly  and  the  security  becomes  better  all  the  time,  and  the 
$3,500  is  available  to  sell  as  a  guaranteed  mortgage. 

The  Chairman.  Is  there  a  good  market  now  for  mortgages? 

Mr.  Duncan.  I  should  say  no.  The  attractive  rate  that  bonds  are 
bringing  to-day  we  have  not  been  able  to  sell  the  same  quantity  of 
mortgages  that  we  did  before  last  year.  Up  to  that  time  the  deniand 
was  above  the  normal.    To-day  it  is  below  normal. 

The  Chairman.  Who  are  your  customers?  To  whom  do  you  sell 
usually  ?     Individuals  ? 

Mr.  Duncan.  Individuals. 

The  Chairman.  Do  you  sell  to  savings  banks? 

Mr.  Duncan.  We  do  to  one — the  Central  Savings  Bank  of  Balti- 
more— but  not  to  the  others.  We  have  not  sold  to  any  but  one  bank 
here. 

The  Chairman.  And  are  there  any  insurance  companies  to  which 
you  sell  here? 

Mr.  Duncan.  The  insurance  companies  are  peculiar,  in  a  way. 
They  like  mortgages  made  by  an  individual  from  the  banks.  .They 
do  not  care  to  take  an  assignment  of  the  mortgasre. 

The  Chairman.  What  would  you  suggest,  Mr.  Duncan,  as  desir- 
able legislation  to  increase  the  demand  for  mortgages? 

Mr.  Duncan.  Well,  the  hisfh  rate  of  interest  that  they  are  paying 
to-day,  which  is  6  per  cent,  should  make  it  an  attraction,  but  it  does 
not  seem  to  do  so. 

The  (^hairman.  Have  you  heard  any  suggestion  that  Congress 
should  legislate  to  relieve  the  income  on  mortgages  from  Federal 
taxation? 

Mr.  Di'NCAN.  I  have  heard  it  in  an  indirect  way,  through  the 
papers. 

The  Chairman.  Would  that  tend  to  make  a  better  mortgage 
market  ? 

Mr.  Dx  NCAN.  It  might. 

The  Chairman.  A  witness  the  other  day  testified  l>efore  our  com- 
mittee in  New  York  that  men  of  large  incomes  or  large  means,  be- 
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-cause  of  the  high  excess-profit  taxes  and  income  taxes,  need  neces- 
sarily receive  income  on  their  investments  of  at  least  24  per  cent  in 
order  to  earn  6  per  cent  net.  They  insisted  that  men  with  large 
incomes  were  investing  the  greater  portion  of  their  money  in  invest- 
ments exempt  from  taxation. 

Mr.  Duncan.  I  say,  Mr.  Chairman,  that  is  true ;  but  most  of  our 
investors  are  people  of  moderate  means  and  are  not  millionaires  or 
^capitalists. 

The  Chairman.  So  that  you  have  had  no  real  complaint  here  on 
that  score? 

Mr.  Duncan.  None  at  all. 

Senator  Kenton.  This  question  of  exempting  the  income  on  mort- 
gages from  taxation — do  you  not  think  we  have  about  enough  tax- 
exempt  securities  in  this  country  now? 

Mr.  Duncan.  Well,  I  think,  sir,  that  a  tax  exemption  on  mortgage 
income  might  be  a  very  helpful  thing. 

Senator  Kenyon.  It  would  be  helpful,  but  where  is  the  Govern- 
ment going  to  get  its  revenue?  We  have  $14,000,000,000,  Mr.  Kahn 
testified  before  our  committee  thfe  other  day,  of  tax-exempt  securities 
in  the  United  States  now.  When  you  have  your  tax-exempt  securi- 
ties you  are  putting  the  burden  of  taxation  on  some  one  else  all  the 
time. 

Mr.  Duncan.  That  is  true.     I  am  not  advocating  it. 

Senator  Kenyon.  I  am  not  quarreling  with  it,  but  I  am  just  won- 
dering where  we  are  going  to  get  with  it,  and  if  we  are  not  going  to 
shift  Ijie  burden  of  taxation  onto  those  who  are  least  able  to  oear  it? 

Mr.  Duncan.  Of  course,  any  taxation  that  you  put  on  mortgages, 
or  any  other  form  of  investment,  is  bound  to  come  out  of  the  pocket 
■of  the  man  who  borrows  the  money. 

Senator  Kenyon.  There  has  been  evidence  as  to  men  with  large 
incomes  who  will  not  invest  their  money  in  anything  but  tax-exempt 
securities. 

Mr.  Duncan.  That  is  true. 

Senator  Kenyon.  Do  you  think  that  is  true? 

Mr.  Duncan.  \  es. 

Senator  Kenyon.  Well,  is  not  capital  patriotic  ? 

Mr.  Duncan.  It  is,  Mr.  Chairman,  when  it  does  not  cost  them  very 
much. 

Senator  Kenyon.  When  it  does  not  cost  them  much  ? 

Mr.  Duncan.  Yes. 

Senator  Kenyon.  I  do  not  like  to  think  that  men  of  large  means 
are  particularly  anxious  to  get  rid  of  paying  their  share  of  taxes. 
Xaturally  enough,  the  man  who  has,  is  the  man  who  has  got  to  pay. 
The  wealth  has  got  to  bear  a  large  part  of  the  burdens  or  taxation ; 
but,  of  course,  the  argument  is  advanced,  as  it  was  by  Mr.  Kahn,  not 
to  help  them,  but  it  has  a  deterrent  effect  upon  the  development  of 
enterprise. 

Mr.  Duncan.  Getting  away  from  the  subject,  I  think  if  the  excess- 
profits  taxes  were  modified  to  some  extent  it  would  help  the  situation 
everywhere. 

Senator  Kenyon.  You  think  that  would  help  some  ? 

Mr.  Duncan.  Yes. 

Senator  Kenyon.  Well,  both  presidential  candidates  have  declared 
for  that,  have  they  not  ? 
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Mr.  Duncan.  Yes ;  I  so  understand. 

Senator  Kenyon.  And  if  the  President  can  control  the  Congress 
in  future,  as  in  the  past,  I  hope  we  will. 

Mr.  Duncan.  Let  us  hope  that  he  can. 

Senator  Kenyon.  But  1  think  that  there  will  be  some  contest  over 
that  proposition.    Do  you  feel  that  way  about  it  yourself  ? 

Mr.  Duncan.  I  think  it  would  be  a  very  popular  measure  if  it  were 
introduced. 

Senator -Kenyon.  Will  it  be  a  just  measure — whether  it  is  popular 
or  not? 

Mr.  Duncan.  I  think  so.  sir. 

The  Chairman.  Do  you  believe  that  these  high  excess- profits  taxes 
tended  to  increase  the  cost  of  commodities  to  the  people  ? 

Mr.  Duncan.  I  think  they  have. 

Senator  Kenyon.  Now,  just  how  do  they  do  that? 

Mr.  Di'NCAN.  It  is  hard  to  trace  any  particular  case  or  to  give  any 
concrete  example  of  that,  but  if  you  were  in  business  and  you  were 
liable  to  make  a  sale  where  you  knew  you  had,  say,  about  40  per  cent 
of  gross  profits,  you  would  certainly' try  to  avoid  it  in  every  way  that 
you  could,  it  seems  to  me. 

Senator  Kenyon.  That  is,  if  you  were  making  a  good  profit,  you 
would  not  want  to  pay  a  certain  proportion  of  it  to  the  Government  ? 

Mr.  Duncan.  If  you  were  making  twenty  or  thirty  thousand  dol- 
lars on  a  certain  deal  and  you  had  to  pay  40  per  cent,  or  $8,000,  of 
that,  it  looks  like  a  big  slice  out  of  it,  especially  as  you  have  assumed 
all  the  risk  and  placed  your  money  in  it,  and  you  did  not  know 
whether  you  were  going  to  make  a  sale  or  not.  * 

Senator  Kenyon.  But  if  you  have  made  $20,000  out  of  it,  you  are 
willing  to  pay  a  reasonable  amount  of  it  to  support  the  Government, 
are  vou  not? 

ifr.  Duncan.  I  suppose  so. 

Senator  Kenyon.  1  am  anxious  to  know  just  how  this  works  out. 

Mr.  Duncan.  Suppose,  for  instance,  you  had  bought  a  piece  of 
property  for  $5,000,  or  say  $10,000,  and  there  was  a  chance  to  make  a 
profit,  and  you  had  to  pay  on  that  $10,000  $4,000  in  taxes.  You 
would  very  likely  boost  that  price  up  to  $24,000. 

The  Chairman.  Mr.  Duncan,  for  the  information  of  the  gentlemen 
present,  and  perhaps  of  my  colleague,  I  have  an  acquaintance  in  New 
York,  a  builder,  who  built  three  apartment  houses  in  1913,  which  cost 
him  $145,000.  He  thought  he  ought  to  have  about  $80,000  profit  on 
the  transaction,  so  he  figured  the  price  at  $175,000.  He  had  no  cus- 
tomers at  that  price ;  no  one  even  mquired  about  them.  In  1913  and 
1914  he  gave  his  tenants  two  or  three  months  free  rent  every  year  to 
keep  the  houses  occupied;  but  as  the  war  progressed  and  the  scarcity 
of  help  was  increased,  he  was  able  to  get  12  months'  rent  out  of  his 
houses  each  year  and  able  to  obtain  a  little  higher  rent ;  so  they  began 
to  pay  him.  Then,  along  in  the  summer  of  1918  he  began  to  have 
some  inquiries  about  the  houses.  Some  one  came  along  and  said^ 
*•'  How  much  do  you  want  for  those  three  houses?  "  He  said,  "  $180,- 
()()().''    He  added  $5,000  to  the  price. 

Then  he  got  a  further  increase,  and  he  said,  "  I  guess  I  will  put 
those  houses  up  to  $200,000."'  One  day  a  man  came  along  and  said 
•*  I  will  give  you  $198,000,"  and  then  he  sent  for  his  bookkeeper.    He 
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said, "  Now,  our  concern  this  year  has  made  a  good  profit  in  our  regu- 
lar legitimate  business,  but  if  we  take  $2(K),()00  for  those  houses,  we 
have  put  the  profits  from  that  sale  in  the  40  bracket.  We  will  have 
to  pay  out  of  our  profits,  about  $22,(X)0  in  taxes.  That  will  net  us 
$178,000.  These  houses  could  not  be  replaced  this  year  for  less  than 
$300,000,  due  to  the  increased  cost  of  building  over  1913,"  so  he  said 
to  himself,  '*  shall  I  sell  these  houses  for  $178.0(X)  when  I  can  not 
replace  them  for  less  than  $»300,000"?  So  he  said  to  his  bookkeeper, 
**Put  $30,000  more  onto  the  price.  We  will  sell  those  houses  for 
$230,000,  and  taJce  the  profits,  and  get  the  other  fellow  to  pay  the 
taxes."    Now,  that  seems  to  me  just  how  it  works  out  to-day. 

Mr.  Duncan.  The  purchaser  pays  the  freight. 

The  Chairman.  The  other  day  a  man  came  to  me  in  New  York  and 
told  me  privately  where  the  owner  of  a  commercial  building  in  Xew 
York,  erected  this  summer,  was  obtaining  a  loan  of  $1,000,000  on 
bond  and  mortgage.  The  lender  only  gave  the  owner  $900,000,  and 
held  out  $100,000  as  a  bonus.  I  inquired  why  that  was.  He  said  that 
the  loan  was  made  for  five  years  at  6  per  cent,  and  the  lender  made 
the  borrower  pay  the  taxes — $20,000  a  year  the  taxes  would  have 
been,  about,  on  that  amount,  and  the  borrower  paid  that  in  advance. 

Mr.  Duncan.  That  is  correct. 

The  Chairman.  That  is  the  way  it  is  working  out,  is  it? 

Mr.  Duncan.  Yes. 

The  Chairman.  And  that  is  the  trouble  with  the  present  system ;  it 
is  based  on  ultimately  the  man  of  small  income,  who  thinks  perhaps 
because  his  income  is  $2,500  a  year,  and  he  has  three  or  four  children, 
that  he  is  exempt  from  the  income  tax,  but  he  gets  it  loaded  onto  him 
in  the  high  price  that  he  pays  for  everything  that  he  buys? 

Mr.  Duncan.  Yes. 

Senator  Kenyon.  Is  that  true,  all  taxes — income  taxes  and  excess- 
profit  taxes 

Mr.  Duncan.  Yes. 

Mr.  Kenyon.  Then,  you  think  we  should  repeal  all  the  tax  laws? 

Mr.  Duncan.  No  ;  I  do  not  think  that.  I  think  we  should  all  bear 
our  fair  proportion  of  taxation. 

Senator  Kenyon.  Then  how  can  it  be  adjusted? 

Mr.  Duncan.  How  to  retain  it  requires  a  great  deal  of  study  and 
thought. 

Mr.  Kenyon.  It  is  indeed  a  very  troublesome  thing.  Eventually 
the  taxes  are  going  to  be  paid  by  the  poor  people. 

The  Chairman.  We  might  repeal  all  our  exemption  laws  and  let 
no  one  have  any  tax-exempt  securities;  that  would  be  one  way  of 
getting  around  it? 

Mr.  Duncan.  Yes. 

Senator  Kenyon.  I  am  wondering,  if  your  theory  is  correct  and 
we  finally  succeed  in  getting  a  majority  of  the  taxes  put  oflf  onto 
those  who  can  least  afford  to  pay  them,  what  will  happen. 

Mr.  Duncan.  It  is  a  moot  question.  I  think  the  man  of  small 
income  is  paying  about  all  that  he  can  afford  to  pay  to-day. 

Senator  K^enyon.  A  man  on  a  small  salary  can  not  stand  it  any 
more. 

Mr.  Duncan.  No. 
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Senator  Kexyox.  He  is  paying  high  prices  for  everything,  and  he 
is  being  ground  to  pieces  both  ways.  It  simply  illustrates  the  trou- 
blesomeness  of  the  whole  situation.  I  believe  that  is  all,  sir.  We  are 
much  obliged  to  you. 

Mr.  Duncan,    i  ou  arc  very  welcome. 

Senator  Kenyon.  Xow,  Mr.  Martien. 

STATEMENT   OT   MR.    JAMES    CAREY   MARTIEN,   REAL   ESTATE 
BROKER,  1413  LEXINGTON  BUILDING,  BALTIMORE,  MD. 

The  Chairman.  Mr.  Martien,  what  is  your  business? 

Mr.  Martien.  Real  estate  broker ;  a  member  of  the  firm  of  William 
Martien  &  Co.,  and  possibly  I  can  give  you  some  information  on 
the  attitude  of  the  savings  banks  in  loans  on  fee-simple  property 
which  may  enlighten  the  committee. 

The  Chairman.  We  will  be  very  glad  to  have  you  tell  the  com- 
mittee iust  how  that  operates. 

Mr.  Martien.  For  a  number  of  years  I  have  been  the  appraiser  for 
several  of  our  largest  savings  banks,  who  have  resources  of  around 
seventy  or  more  million  of  dollars,  with  loans  to-day  aggregating 
about  $9,000,000.  They  are  all,  of  course,  on  fee-simple  property. 
While  much  of  it  is  on  business  property,  a  great  deal  is  on  residence 
properties.  Originally  our  policy  was  to  loan  60  per  cent  of  the 
value  of  the  residence,  which  during  the  period  of  lower  values  which 
obtained  in  Baltimore  for  a  time  we  felt  it  necessary  to  reduce  to 
50  per  cent.  We  have  since  rather  adhered  to  the  50  per  oent  margin 
on  our  loans,  in  some  exceptional  cases  perhaps  increasing  that  to 
55  and  even  to  60  per  cent. 

The  Chairman.  Is  that  55  per  cent  your  estimated  cost  of  the  land 
and  the  improvements  or  upon  what  is  the  fair  market  price? 

Mr.  Martien.  On  the  fair  market  value.  We  do  not  feel  that  we 
can  adhere  to  the  value  of  land  plus  the  value  of  building  policy 
as  representing  the  fair  market  value,  and  it  is  necessary  that  we 
shall  lend  on  market  values,  which,  in  case  of  foreclosure,  would  be 
our  basis  of  security,  although  we  have  in  very  many  cases,  particu- 
larly in  the  larger  buildings,  have  been  able  to  accept  the  cost  of  the 
land,  plus  the  construction  cost,  as  determining  the  basis  of  value. 

During  the  past  two  or  three  years,  where  we  have  been  meeting 
the  higher  costs  of  property  we  have  been  willing  to  recognize  that 
construction  costs  are  high  and  that  market  values,  perhaps,  are  kept 
high:  but  we  have  loaned  our  same  ratio  on  the  present  selling  value 
of  property.  In  many  cases  those  loans  will  equal  the  selling  value 
of  the  property,  possibly,  five  years  ago.  There  have  been  a  number 
of  such  loans  that  we  have  passed. 

The  Chairman.  So  that  in  many  cases  you  are  loaning  to-day  as 
much  as  the  property  would  have  sold  for  five  years  ago? 

Mr.  Martien.  Yes,  sir.  We  are,  however,  requiring  that  the  bor- 
rowers shall  amortize  their  loans.  All  loans  that  are  made  at  this  time 
carry  an  amortization  provision.  The  amount  is  determined  at  the 
time  the  loan  is  made,  depending  upon  the  location  of  the  property, 
its  marketability,  and  the  probable  maintenance  of  value.  I  would 
say  it  would  average  somewhere  close  to  5  per  cent. 

Now,  (hiring  the  period  of,  I  might  say,  reasonably  normal  finan- 
cial conditions,  the  savings  banks  have  been  able  to  take  care  of  all 
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loans  that  have  come  to  them  on  these  fee  simple  properties,  whether 
of  the  dwelling-house  type,  apartment,  or  business  buildinprs,  or  what- 
not; and  we  have  found  that  the  loans  are  not  alone  very  satisfactory 
security,  but  they  produce  a  larger  return  net  than  is  obtainable 
throu^rh  investment  securities;  so  that  mortgage  loans  are  attractive. 
My  judgment,  Senator,  is  that  if  the  atmosphere  could  be  cleared 
whereby  the  building  associations  could  have  funds  in  the  more  liquid 
form,  si)  that  they  could  take  loans  on  leasehold  properties  as  rap- 
idly as  they  are  offered,  and  keep  that  money  turning  over  more  rap- 
idly, stimulating  the  home  buyer,  warranting  the  builder  in  under- 
taking larger  operations,  that  so  far  as  Baltimore  is  concerned  the 
proposition  from  the  financial  standpoint  ought  to  be  a  fairly  easy 
one,  predicated,  of  course,  on  a  fairly  normal  money  market. 

The  Chairman.  Are  you  a  broker? 

Mr.  Martien.  Yes,  sir. 

The  Chairman.  Do  people  apply  to  you  for  mortgages,  and  do  you 
arrange  them  through  savings  banks? 

Mr.  Martien.  No;  I  am  the  appraiser  for  several  of  our  savings 
banks.  They  make  direct  application  to  the  bank,  and  they  have  no 
commissions  or  bonuses  to  pay  at  all.  They  get  the  money  at  the 
lowest  market  rate. 

The  Chairman.  The  savings  banks  loan  that  way  and  do  not  per- 
mit bonuses  to  he  paid  on  their  loans  ? 

Mr.  Martien.  No  bonuses  are  paid.  The  loans  are  made  to-day  on 
a  basis  of  6  per  cent.  Until  recently  the  market  was  5^  per  cent; 
I  recall,  in  fact,  when  it  was  as  low  as  4J  per  cent.  Money  was  freely 
obtainable  in  that  form. 

The  Chairman.  But  the  demand  for  money  is  now  so  great  that 
the  banks  can  get  6  per  cent,  and  they  are  getting  it  ? 

Mr.  Mahtien.  Mr.  Homer  was  in  here  a  while  ago,  and  he  will 
probably  tell  you  the  reasons  why  they  are  getting  6  per  cent.  The 
other  securities  have  lowered  since  the  decline  in  the  purchasing 
power  of  the  dollar. 

The  Chairman.  Has  it  been  the  practice  of  savings  banks  in  Balti- 
more, in  making  a  loan,  to  require  the  borrower  to  take  a  part  of  his 
loan  in  Liberty  bonds  ? 

Mr.  Martien.  No,  sir. 

The  Chairman.  You  have  heard  of  no  such  practice  here? 

Mr.  Martien.  There  has  been  no  such  practice  as  that  in  Balti- 
more. 

The  Chairman.  T  have  understood  in  some  parts  of  the  country 
that  loans  were  made  from  savings  banks — loans  of  considerable 
size — of  some  magnitude,  and  that  the  bank  has  required  the  bor- 
rower to  take  half  of  the  money  in  Liberty  bonds,  which  really  meant 
indirectly  a  bonus. 

Mr.  Martien.  One  of  our  banks  has  loaned,  since  the  1st  of  Janu- 
ary, close  to  $3,000,000  on  mortgage  loans,  and  not  a  dollar  of  that 
bag  been  represented  in  anything  except  cash  to  the  borrower. 

The  Chairman.  Mr.  Muirtien,  ha/e  you  obtained  loans  for  your 
clients  in  the  past  from  individuals  ? 

Mr.  Martien.  To  some  limited  extent,  Senator.  I  have  not  been 
active  as  a  negotiator  of  loans;  more  so  in  securing  the  erection  of 
structures  to  serve  our  business  requirements,  which  moneys  have  been 
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reasonably  free  from  our  institutions  and  from  individuals,  for  well- 
secured  mortgages;  but  the  lender,  ordinarily,  whether  an  institu- 
tion, such,  for  instance  as  the  Johns  Hopkins  Hospital,  or  some  other 
such  institution,  would  require  the  fee  property.  The  shortage  as  it 
exists  to-day  in  Baltimore  is  primarily  or  more  generally  in  the 
leasehold  loans.  In  other  words,  the  loans  that  would  be  available 
to  the  purchaser  of  the  industrial  home.  We  are  short  of  funds  right 
now  for  the  larger  loans,  due  to  this  recent  money  stringency,  but  that 
has  been  a  matter  of  only  the  past  few  months. 

The  Chairman.  Have  you  given  any  consideration  to  the  question 
of  the  repeal  of  the  excess  profits  tax  law — the  effect  of  that  upon 
the  money  market  to-day  ? 

Mr.  Martien.  More  so  in  the  purchase  of  properties.  We  have 
met  in  a  number  of  transactions  very  high  costs  by  reason  of  the 
seller  being  compelled  to  pay  to  the  (iovernment  a  large  part  of  the 

groceeds  of  his  sale.  Now,  I  can  give  you  one  very  concrete  instance : 
roperty  that  sold  possibly  five  or  six  years  ago  tor  $30,000  is  worth 
possibly  $75,000  to-day.  The  purchaser  was  quite  willing  to  pay 
$75,000  for  the  property,  but  the  seller  would  say,  "  No ;  we  can  not 
accept  that,  because  we  shall  have  to  pay  $50,000  of  it  to  the  Gov- 
ernment." The  profit  that  they  would  obtain  under  the  sale  would 
throw  them  into  the  40  per  cent  class,  and  thev  would  raise  their 
price  to  $125,000.  "      , 

The  Chairman.  And  get  it  ? 

Mr.  Martien.  No;  they  did  not  get  it.  The  purchaser  was  un- 
willing to  meet  that  figure.  So  that  we  have  in  that  instance,  and 
in  many  others  that  situation,  and  a  number  of  transactions  have 
been  very  abruptly  called  off  by  reason  of  the  present  excess-profits 
taxes. 

The  Chairman.  S5  that  you  believe  that  if  the  building  and  loan 
associations  could  obtain  a  better  flow  of  capital  into  their  coffers,  it 
would  relieve  the  situation  here  so  far  as  financing  the  building 
industrv  is  concerned  ? 

Mr.  Martien.  I  do  not  think  there  is  any  doubt  about  that.  If 
we  can  make  more  liquid  the  funds  of  our  building?  associations, 
putting  them  in  position  to  handle  these  loans  in  their  accustomed 
way,  from  the  financial  end  I  think  we  should  have  a  fairly  com- 
fortable position. 

The  Chairman.  There  is  no  other  way  to  relieve  them  or  help 
cnem,  except  to  urge  the  banks  to  loan  them  as  they  used  to. 

Mr.  Martien.  If  the  banks  could  make  loans  to  the  building  asso- 
ciations to  meet  their  requirements,  it  would  certainly  materially 
aid  in  solving  the  situation. 

The  Chairman.  Do  you  think  those  loans  are  perfectly  safe? 

Mr.  Martien.  I  do  not  know  of  any  instance  where  they  have  lost 
any  money  on  them  at  all. 

Senator  Kenyon.  Have  you  ever  given  any  consideration.  Mr. 
Martien,  to  the  question  of  establishing  home-loan  banks?  We  now 
have  farm-loan  banks,  which  loan  money  to  -farmers.  I  am  not 
saying  that  I  have  made  up  my  mind  about  it  at  all,  but  we  are  just 
considering  all  these  questions.  Would  it  not  be  feasible  to  have  n 
system  of  home-loan  banks  in  this  country  to  loan  to  people  of 
moderate  means  for  the  building  of  homes? 
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Mr.  Martien.  My  first  knowledgje  gf  any  such  thought  was  at  the 
convention  of  the  National  Association  of  Keal  Estate  Boards  at 
Atlantic  City  in  the  summer  of  1919.  One  of  the  addresses  dealt 
rather  directly  with  the  establishment  of  home-loan  banks. 

Senator  Kexyon.  By  whom  was  that  address,  do  you  remember? 

Mr.  Martiex.  I  do  not  remember  the  gentleman's  name  at  the 
moment.  He  was  from  Washington,  and  from  one  of  the  depart- 
ments ;  but  it  referred  to  Senator  Calder's  bill,  and  it  certainly  made 
a  very  marked  impression  upon  me,  as  upon  a  vast  number  of  men 
attending  said  convention.  If  framed  along  lines  to  meet  the  condi- 
tions in  various  localities — and  in  Baltimore  it  would  have  to  meet 
our  ground-rent  situation,  to  be  of  value — it  certainly  seems  to  fit 
the  situation  to-day.  As  I  understand  it,  it  would  enable  the  build- 
ing associations  to  rediscount  their  loans  in  a  manner  somewhat  simi- 
lar to  the  way  in  which  the  banks  to-day  rediscount  with  the  Federal 
reserve  bank.  That  would  make  funds  decidedly  more  liquid,  and 
would  put  them  in  position  to  loan,  and  I  can  see  no  reason  why  a 
bank  so  established  should  not  be  on  a  very  safe  and  very  profitable 
basis. 

Senator  Kenyon.  That  would  relieve  the  situation,  would  it  not, 
in  vour  judgment! 

Sir.  Martiex.  It  would  relieve  it  tremendously.  I  am  very  hopeful 
that  some  such  bill  may  be  enacted,  and  that  it  will  have  suflocient 
latitude  to  be  properly  applied  to  the  various  localities,  meeting  con- 
ditions as  they  exist  in  the  various  sections  of  the  country. 

Senator  Kenton.  It  would  have  to  do  that,  of  course,  to  be  at  all 
serviceable. 

Mr.  Martien.  Yes,  sir.  I  might  add  that  I  have  been  told  by  a 
number  of  men  who  are  active  in  our  building  associations  that  it  is 
extremely  rare  for  them  to  incur  any  loss  in  their  loans.  The  buyer 
of  a  home  will  always  protect  his  interests,  but  perhaps  at  the  sacrifice 
of  other  things  that  he  may  desire ;  and  I  do  not  know  of  a  safer 
form  of  security  than  the  loan  made  to  the  home  buyer.  Our  own 
experience  in  Baltimore  is  that  not  alone  does  the  man  of  the  family, 
but  the  wife  and  the  children  all  work  for  the  one  direct  purpose  of 
finally  paying  off  the  obligation  that  is  upon  their  home. 

Senator  Kenyon.  Do  you  not  think  this  question  of  the  home  own- 
ing is  fundamentally  deeper  than  anything  we  have  gone  into  here? 
A  nation  of  home  owners  is  a  better  nation.  The  man  who  sits  on 
the  porch  that  he  owns  is  not  going  to  become  a  Bolshevik. 

Mr.  Martien.  That  has  been  very  forcibly  brought  out  in  Balti- 
more. In  talking  with  heads  of  the  various  employment  bureaus  of 
the  industries,  they  have  laid  stress  upon  the  effect  that  the  home 
owner  or  that  type  of  labor  that  he  represents  has  in  their  industries ; 
there  is  not  the  same  labor  turnover ;  the  man  is  decidedly  more  sat- 
isfied and  stable,  and  he  will  not  be  led  into  socialism,  and  it  gives, a 
distinctlv  better  class  of  citizenship. 

The  Chairman.  What  do  you  think  of  the  advisability  of  the  city 
or  State  going  into  the  business  of  loaning  money  on  bond  and  mort- 
gage? 

Mr.  Martien.  I  do  not  think  it  is  a  proper  medium.  Senator.  So 
far  as  Baltimore  is  concerned,  we  have  to-aay  the  properly  function- 
ing bodies,  and  if  they  can  be  placed  in  a  position  so  that  their  funds 
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are  available  for  homes  to  the  home  buyers,  they  understand  the 
methods,  they  understand  the  whole  question,  and  I  do  not  feel  that 
it  is  wise  in  any  sense  for  either  the  city  or  the  State  in  the  sense  of 
a  competitor  even  to  such  properly  functioning  bodies. 

The  Chairman.  A  bill  has  been  introduced  in  Congress  exempting 
from  taxation  the  income  on  mortgages  when  the  mortgage  is  not  to 
exceed  $40,000  in  the  hands  of  an  individual.  The  committee  limited 
the  amount  of  the  mortgage  to  be  issued  exempt  from  taxation,  the 
thought  being  that  if  they  left  it  unlimited  it  would  be  legislation 
really  in  the  interest  of  the  lender.  What  do  you  think  of  a  measure 
of  that  kind  ? 

Mr.  Martien.  If  you  exempt  for  a  limited  degree  the  funds  in- 
vested in  mortgages,  I  believe  it  is  possibly  desirable.  It  would 
make  that  much  more  money  available  for  home-buying  purposes. 

The  Chairman.  It  would  attract  the  savings  oi  the  farmer,  the 
workingman,  the  business  men  of  small  means,  and  everybody  else? 

Mr.  Martien.  Yes;  it  would.  But  my  own  judgment  is  that  such 
a  bill  should  be  very  cautiously  framed.  It  should  not  have  too 
great  latitude.  I  am  not  partial  to  tax  exemptions.  I  think  all  of 
us  should  bear  our  fair  share  of  taxation. 

The  Chairman.  That  is  the  trouble  with  the  excess-profit  tax — 
that  the  rich  man  puts  his  money  into  tax-exempt  securities.  I  agree 
with  Senator  Kenyon  and  others  that  it  is  a  very  dangerous  thing  tcv 
extend. 

Mr.  Martien.  I  think  so. 

The  Chairman.  But  the  question  is  whether  in  this  serious  situa- 
tion we  should  not  do  it  to  a  limited  degree.  Is  there  anything  else 
that  you  care  to  say  to  the  committee  ? 

Mr.  Martien.  I  think  not,  Senator.  I  think  that  covers  that 
phase  of  the  matter. 

The  Chairman.  Thank  you,  sir.  Now,  is  the  building  inspector 
here? 

STATEMENT  OF  ME.  J.  T.  CKOWTHEK,  INSPECTOK  OF  BUILDIHGS^ 

BALTIMOBE,  MB. 

The  Chairman.  Mr.  Crowther,  you  are  the  building  inspector  of 
the  city  of  Baltimore? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  you  issue  permits  for  everybody  who  desires^ 
to  erect  a  building  here^ 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  you  keep  a  record  of  those  permits? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  you  supervise  the  construction  of  buildings? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  Do  you  have  charge  of  the  plumbing  inspection^ 
too,  of  the  buildingrs? 

Mr.  Cbowther.  No,  sir ;  that  is  under  the  health  department. 

The  Chairman.  Do  you  keep  a  record  of  the  number  of  permits 
issued  ? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  when  they  start  and  when  they  are  completed? 
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Mr.  Crowther.  Yes,  sir. 

Tlie  Chairman.  Do  you  give  a  certificate  of  occupancy  before  it 
can  be  occupied? 

Mr.  Crowther.  No,  sir ;  that  is  not  required  in  Baltimore. 

The  Chairman.  That  was  not  required  in  New  York  until  quite 
recently;  but  I  think  it  is  a  splendid  thing  to  do.  Does  the  State 
make  j^our  building  laws  or  the  council? 

Mr.  Crowther.  The  council. 

The  Chairman.  I  think  you  would  strengthen  your  building  laws 
a  great  deal  if  you  would  have  them  amend  your  code  to  provide  for  a 
certificate  of  occupancy.  I  just  give  you  that  for  what  it  may  be 
worth,  as  a  man  of  some  experience ;  and  then  before  they  could  occupy 
the  building,  you  would  have  to  give  them  a  certificate  that  they  had 
complied  with  every  portion  of  your  law  and  your  ordinance;  tliat 
if  they  did  not  you  could  have  them  put  out  of  the  building. 

Mr.  Crowther.  I  will  think  that  over.  Senator. 

The  Chairman.  Do  you  give  a  permit  for  all  classes  of  houses, 
including  tenement  houses? 

Mr.  Crowther.  Yes. 

The  Chairman.  Do  you  have  a  tenement-house  department? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  Do  they  have  inspection,  too,  over  the  tenement 
houses  while  they  are  in  the  course  of  construction  ? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  Can  you  tell  the  committee  the  number  of  per- 
mits for  dwelling  houses  and  the  number  of  families  that  occupy 
the  dwelling  houses  that  have  been  given  during  the  last  several 
years? 

Mr.  Crowther.  I  have  it  before  me  for  the  seven  months  of  this 
year,  and  the  corresponding  months  of  last  year — 1919.  That  is  as 
far  as  I  have  it  here. 

The  Chairman.  What  do  those  figures  show  ? 

Mr.  Crowtther.  In  1920,  so  far  this  year,  we  issued  1,734  permits 
for  dwellings. 

The  Chairman.  Would  that  mean  1,734  families?  Have  vou  a 
record  to  show  whether  those  buildings  are  occupied  by  more  than 
one  familv? 

Mr.  Crowther.  I  do  not  see  it  tabulated  here,  but  those  are  princi- 
pally for  one  family.  Now,  in  the  corresponding  months  of  last  year 
we  issued  2,342  permits,  showing  608  less  this  year  than  in  the  cor- 
responding months  of  last  year;  but  the  total  cost  is  about  $1,700,000 
more  this  year,  notwithstanding  that  we  had  about  608  houses  less. 

The  Chairman.  What  is  the  tolal  cost  of  the  permits  granted  for 
last  year? 

Mr.  Crowther.  For  the  seven  months,  $6,011,000,  and  so  far  this 
year,  for  seven  months,  $7,864,000. 

The  Chairman.  So  that  you  have  about  one-third  less  in  volume 
this  year? 

Mr.  Crowther.  Yes. 

The  Chairman.  And  about  one-eighth  more  in  cost  ? 

Mr.  Crowther.  Yes. 

The  Chairman.  Or  one-seventh  more  in  cost  ? 
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Mr.  Crowther.  Yes,  sir.  Now,  these  are  figures  taken  f.om  the 
applications.  We  always  allow  about  20  per  cent  for  undervalua- 
tion, but  these  are  the  figures  that  were  taken  from  the  applications. 

The  Chairman.  That  is  the  value  that  the  builders  place  upon 
them  ? 

Mr.  Crowther.  Yes;  but  we  generally  add  about  20  per  cent  to 
get  the  right  cost.    It  runs  about  20  per  cent  undervaluation. 

The  Chairman.  Have  many  permits  been  granted  during  the  past 
year  for  tenement  houses  here  or  apartment  houses?  Do  you  call 
them  "  tenement  houses  "  ? 

Mr.  Crowther.  Apartment  houses.  There  have  only  been  about 
eight  so  far. 

The  Chairman.  During  this  entire  year? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  To  what  do  you  attribute  the  falling  off  in  con- 
struction here,  inspector? 

Mr.  Crowther.  Well,  we  have  so  much  trouble  getting  materials 
and  supplies ;  that  is  what  all  the  builders  tell  me.  I  have  had  ex- 
perience myself  on  a  large  job — ^the  Cambridge.  My  firm  had^reat 
difficulty  in  getting  the  steel — in  fact,  all  kinds  of  supplies.  There 
was  a  car  shortage,  I  believe. 

The  Chairman.  That  was  caused  by  a  lack  of  transportation 
facilities? 

Mr.  Crowther.  A  lack  of  transportation;  yes,  sir;  principally. 

The  Chairman.  Now,  Mr.  Crowther,  in  your  judgment,  has  this 
lack  of  transportation  tended  to  increase  the  cost  of  building  mate- 
rials ? 

Mr.  Crowther.  I  believe  so.     They  claim  so— -the  builders  claim  so. 

The  Chairman,  And  a  building-material  yard  would  have  people 
bidding  for  the  building  material? 

Mr.  Crowther.  Yes. 

The  Chairman.  And  those  who  needed  it  the  most  would  pay  the 
highest  price? 

Mr.  Crowther.  Yes. 

The  Chairman.  I  really  think  that  has  been  a  factor  in  the  high 
cost  of  material  this  year.  People  had  to  buy  what  they  called  spot 
material  at  once,  and  a  man  who  was  stuck  for  it  had  to  get  it 
wherever  and  at  whatever  price  he  could,  if  he  had  to  get  up  a  story 
or  to  get  a  roof  on,  or  perhaps  finish  up  to  a  certain  point  in  order 
to  get  a  payment;  and  then  I  think  you  will  agree  that  much  has 
been  added  to  the  cost  where  there  was  delay  in  the  delivery.  If 
building  material  flows  freely  the  building  goes  right  along,  but  if 
you  have  to  wait  a  week  for  your  iron,  and  lose  your  organization, 
and  then  get  another  organization  together  and  start  another  story, 
all  of  that  tends  to  increase  the  cost.     Do  you  not  agree  with  me? 

Mr.  Crowther.  Yes ;  it  does. 

The  Chairman.  That  has  been  your  experience  as  a  builder,  has 
it  not  ? 

ilr.  Crowther.  Yes. 

The  Chairman.  You  told  the  committee  a  moment  ago  that  for  the 
first  seven  months  of  last  year,  I  think,  that  2,300  building  permits 
were  granted? 

Mr.  Cro>vther.  Two  thousand  three  hundred  and  forty-two:  ves. 
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The  Chairman.  Do  you  know  how  many  of  those  building  \v«»re 
actually  started  and  completed  ? 

Mr.  Crowther.  No  ;  I  could  not  tell  vou. 

The  Chairman.  Your  records  are  available,  are  they  not? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  You  keep  a  record  of  that,  do  you? 

Mr.  Crowther.  Yes. 

The  Chairman.  Do  you  know  how  many  of  the  permits  pninted 
this  year — 1920 — have  been  started  ? 

Mr.  Crowther.  No;  I  could  not 'tell  you  the  exact  number. 

The  Chairman.  My  information  is  that  a  great  many  permits  have 
been  granted  this  year,  but  a  very  large  percentage  of  them  have 
not  been  begun. 

Mr.  Crowther.  I  had  a  party  only  last  week  who  wanted  us  to 
refund  the  money  on,  I  think  it  was,  about  20  houses.  They  had 
paid  for  the  permits,  you  know,  and  they  wanted  us  to  refund  the 
money  that  they  had  paid,  because  they  were  not  going  ahead  with 
the  operation. 

The  Chairman.  Do  you  require  people  to  pay  for  a  permit  here? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  How  much ! 

Mr.  Crowther.  $10  for  the  first  ten  thousand,  and  a  dollar  a  thousand 
for  every  thousand  after  that.  Quite  a  number  of  large  corpora- 
tions are  building  here.  We  have  the  American  Sugar  Refinery; 
they  are  going  to  spend  between  six  and  eight  million  dollars  here; 
they  are  working  on  that  plant  now.  The  Columbia  Graphophone 
Co.  will  spend  between  three  and  four  million  dollars ;  and  the  Gen- 
eral Electric  Co.  from  one  million  and  a  half  to  two  millions  of 
dollars.  Then  we  have  quite  a  number  of  smaller  plants,  ranging 
from  $10,000  to  $200,000.    That  all  means  more  houses. 

The  Chairman.  How  long  have  you  been  a  building  inspector? 

Mr.  Crowther.  Only  four  months. 

The  Chairman.  You  came  in  with  the  new  mayor? 

Mr.  Crowther.  Yes,  sir. 

The  Chairman.  And  what  was  your  business  before  that? 

Mr.  Crowther.  A  builder. 

The  Chairman.  Were  you  a  contractor  ? 

Mr.  Crowther.  1  superintended  building. 

ITie  Chairman.  You  superintended  building? 

Mr.  Crowther.  Yes. 

The  Chairman.  Haye  you  any  suggestions  to  offer  to  the  com- 
mittee that  you  think  would  be  helpful  ? 

Mr.  Crowther.  Yes;  I  have.  I  thought  probably  if  I  would  give 
you  a  copy  of  that  ("handing  blue  prints  to  the  chairman] — I  thought 
that  woul^i  be  helpful  to  you.  Senator.  That  shows  the  total  number 
of  buildings. 

Mr.  Miij.fr.  Have  you  had  many  residences  altered  from  residen- 
tial purposes  to  other  purposes? 

Mr.  Crowther.  Very  few. 

The  Chairman.  From  residences  to  offices,  for  instance? 

Mr.  Miller.  And  to  places  of  amusement  or  places  of  that  sort? 

Mr.  Crowther.  Moving-picture  places — we  have  two  now  being 
changed. 
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The  Chairman.  That  is  all,  Mr.  Crowther.    Thank  you,  sir. 

Mr.  Crowther.  Thank  you,  Senator. 

The  Chairman.  Is  Mr.  Homer  in  the  room?   % 

(No  response.) 

Mr.  Wagner. 

STATEMENT   OF   HEBBEBT   A.   WAOKEB,   PBESIBENT   CONSOLI- 
DATED GAS,  ELEGTBIC  LIGHT  &  POWEB  CO.,  OF  BALTDfOEE, 

MD. 

« 

The  Chairman.  Mr.  Wagner,  you  are  the  president,  I  believe,  of 
the  Consolidated  Gas,  Electric  Light  &  Power  Co.,  of  Baltimore? 

Mr.  Wagner.  Yes,  Senator.  I  wish  to  appear  before  the  committee 
not  so  much  to  discuss  the  housing  question  and  the  need  of  addi- 
tional houses  in  Baltimore  as  to  ask  for  full  consideration  of  the  fun- 
damental factors  which  bring  that  need  about.  The  principal  factor 
which  is  bringing  about  the  need  for  additional  housing  facilities  in 
Baltimore,  as  in  many  other  cities,  is  the  business  prosperity — the 
growing  business  prosperity  of  the  city;  and  it  is  of  fundamental 
importance  to  maintain  that  prosperity  and  to  do  nothing  which 
would  hamper  the  industrial  interests  and  the  business  interests  of 
Baltimore,  on  which  the  life  of  the  city  depends. 

I  have  particular  reference  to  the  question  of  transportation  and 
the  car  shortage  which  is  facing  this  community,  as  all  other  com- 
munities throughout  the  country,  and  particularly  the  shortage  of 
open-top  cars  for  the  transportation  of  coal  and  building  materials. 

I  understand  that  a  recent  order  of  the  Interstate  Commerce  Com- 
mission— Order  No.  9,  I  think  it  is,  and  another  order.  No.  12 — 
have  been  protested  against  for  the  reason  that  those  orders  assign 
for  a  period  all  open-top  car  equipment  for  the  transportation  of 
coal,  and  that  is  undoubtedly  hampering  those  who  are  dependent 
upon  the  transportation  of  building  material  in  their  business.  While 
it  must  be  recognized  that  the  transportation  of  building  material 
is  of  great  importance,  it  would  appear  that  the  transportation  of 
coal  was  of  prime  importance — of  greater  importance — in  order  that 
the  community  may  not  be  deprived  of  the  means  of  earning  a 
livelihood  by  employment  in  industry  and  business  in  general,  nor  of 
the  necessary  comforts  in  the  home  in  the  way  of  coal  supply,  and  for 
keeping  the  wheels  of  industry  turning,  and  for  supplying  street- 
railway  service  and  gas  and  electricity. 

I  represent  the  gas  and  electric  company  here,  which  is  supplying 
not  only  gas  and  electricity  for  domestic  use  but  for  90  per  cent  or 
the  industries  and  the  businesses  of  Baltimore.  Like  similar  com- 
panies in  other  cities,  we  have  had  great  difficulty  in  getting  coal. 
We  have  at  no  time  in  the  last  four  or  five  months  had  over  one 
week's  supply  of  coal  on  hand,  and  the  difficulty  of  obtaining  coal 
at  any  price  has  been  increasingly  great ;  and  the  possibility  of  get- 
ting coal  delivered  by  the  mine  operators  under  contracts  have  been 
almost  out  of  the  question  until  some  six  weeks  ago,  when  the  Inter- 
state Commerce  Commission  issued  an  order  which  gave  public  utili- 
ties, next  to  the  steam  railroads,  priority  in  the  assignment  of  coal 
cars  at  the  mines.  That  was  an  amendment  of  an  order  assigning 
for  a  period  all  open-top  car  equipment  to  the  coal  mines.     What 


KECONSTRUCTlOK  AND  PRODUCTION.  315 

was  of  most  importance  to  this  community  and  to  other  cities  was 
that  the  public  utilities,  upon  which  the  public  is  so  dependent, 
should  be  kept  running,  anci  should  have  at  least  the  amount  of  coal 
necessary  to  keep  them  running  from  day  to  day. 

The  Chairman.  Are  you  getting  a  better  supply  now  ? 

Mr.  Wagner.  We  are  getting  a  very  much  better  supply  of  coal 
since  the  Interstate  Commerce  Commission  issued  that  priority  order. 

The  Chairman.  Do  you  lay  aside  during  the  summer  months  the 
surplus  for  the  winter? 

Mr.  Wagner.  We  endeavor  to,  and  we  are  prepared  to,  and  at  very 
great  expense  we  have  provided  coal-storage  and  coal-handling  fa- 
cilities for  that  purpose.  We  have  a  storage  capacity  of  some  two 
months'  supply  of  coal. 

The  Chairman.  Have  you  any  coal  laid  up  for  the  winter  now  ? 

Mr.  Wagner.  We  have  seven  days'  supply — about  eight  days'  sup- 
ply of  coal  on  hand  to-day. 

^he  Chairman.  You  being  near  the  coal  fields,  is  it  not  very  easy 
for  you  to  get  a  supply  of  coal  all  the  year  round  ? 

Mr.  Wagner.  We  are  subject  to  about  the  same  danger  of  inter- 
ruption in  our  supply  as  almost  any  other  city  along  the  Atlantic 
coast — at  least  any  city  south  of  Boston.  W^e  are  some  200  miles 
from  the  mines  from  which  we  must  get  our  supply.  That  coal 
comes  to  the  piers  at  Baltimore  and  is  dumped  over  those  piers  onto 
scows,  and  hauled  some  distance  through  the  harbor  here,  and  under 
storm  conditions — particularly  during  the  winter  storms  often  inter- 
fere with  the  transportation  both  on  the  railroads  and  particularly 
by  water. 

The  Chairman.  What  are  your  coal  requirements  for  your  com- 
panies ¥ 

Mr.  Wagner.  About  from  250,000  to  300,000  tons.  We  have  a 
water-power  supply  on  which  we  depend  for  about  50  per  cent  of 
our  power. 

The  Chairman.  Is  it  your  practice  to  contract  for  your  require- 
ments? 

Mr.  Wagner.  It  has  been  our  practice  in  the  past  to  contract  from 
year  to  year  for  at  least  a  year's  supply. 

The  Chairman.  At  what  time  oi  year  do  you  make  your  contracts  ? 

Mr.  Wagner.  Usually  in  the  spring.  Last  April  we  sent  out  let- 
ters to  some  40  coal  operators,  asfang  for  bids  for  a  year's  supply  of 
coaL  We  have  not  received  one  bid  so  far.  We  have  some  contracts 
which  are  still  running,  but  they  are  only  for  a  small  part  of  our 
supply. 

The  Chairman.  So  you  had  to  go  out  this  year  and  buy  nearly  all 
of  your  coal  in  the  spot  market  ? 

Mr.  Wagner.  We  have  had  to  buy  spot  coal,  and  until  we  were 
able  to  get  this  car  assignment  from  the  Interstate  Commerce  Com- 
misison  we  continued  to  do  that;  but  under  that  plan  we  have  been 
able  to  get  coal  from  the  mining  companies  at  fairly  reasonable 
prices,  under  the  prevailing  conditions,  and  a  sufficient  supply.  W^e 
have  sufficient  coal  running  now  and  have  had  for  the  last  two  or 
hree  weeks. 

The  Chairman.  What  are  you  paying  for  coal  now? 
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Mr.  Wagner.  We  are  paying  on  an  average,  delivered,  about  $6.77. 
That  includes  about  $2  for  freight. 

The  Chairman.  That  looks  like  $4  at  the  mines  ? 

Mr.  Wagner.  It  is  about  $4.75  at  the  mines.    That  is,  a  short  ton. 

The  Chairman.  I  have  been  informed  that  the  mining  operators 
here  in  this  country  are  selling  coal  to  Canada  for  less  than  $3  at  the 
mines.    Have  you  heard  of  that  ? 

Mr.  Wagner.  I  have  not  heard,  on  any  authority,  at  what  price 
they  are  selling  their  coal  to  other  people. 

The  Chairman.  You  were  not  aole  this  spring  to  make  a  definite 
contract  for  your  year's  needs? 

Mr.  Wagner.  No  ;  we  were  not.  Even  on  a  cost-plus  basis  we  were 
not  able  to  do  so. 

The  Chairman.  We  have  given  some  attention  to  this  subject,  I 
might  say. 

Mr.  Wagner.  I  understood  you  had. 

The  Chairman.  And  the  mine  operators  recently  told  us  that  the 
reason  New  England  was  short  of  coal  was  because  New  England  had 
neglected  to  make  contracts  for  a  supply  of  coal.  Now,  you  have  tried 
to  make  contracts  with  the  operators,  but  they  have  not  been  willing 
to  do  it? 

Mr.  Wagner.  No. 

The  Chairman.  Do  you  think  the  export  of  coal  has  affected  the 
price  of  coal  to  the  American  consumer? 

Mr.  Wagner.  I  think  it  has,  undoubtedly.  I  am  informed  that 
there  are  at  present,  in  round  figures,  over  5,000  cars  of  coal  helcl 
for  export. 

Senator  Kenyon.  Do  you  know  anything  about  the  prices  of  that 
coal? 

Mr.  Wagner.  At  prices  from  $11  to  $12  a  ton  here  and  iip  as 
high  as  $20  a  ton.  We  can  not  get  that  coal  at  any  price.  They 
will  not  sell  it  to  us. 

Senator  Kenyon.  Where  is  that  coal  going? 

Mr.  Wagner.  That  I  do  not  know,  but  the  yards  are  congested 
here  with  coal  for  export,  and  the  industries  in  Baltimore  can  not 
get  it.  Theie  is  an  embargo  on  the  port.  We  can  not  get  any 
coal  without  a  special  permit,  and  we  can  only  get  it  because  we  are 
a  public  utility,  apparently;  and  there  is  an  embargo  on  the  port 
because  there  is  such  a  congestion  of  cars  at  the  piers  here  that  they 
can  not  move  them,  and  yet  the  Baltimore  industries  can  not  get 
their  coal ;  it  is  being  held  by  speculators  and  exporters  at  a  price  at 
which  they  are  apparenth'^  afraid  to  sell  to  domestic  users. 

Senator  Kenyon.  Is  there  any  altruistic  motive  in  that,  to  help 
our  brothers  across  the  sea  with  this  coal  at  those  high  prices,  or 
is  it  purely  speculative? 

Mr.  Wagner.  I  think  there  should  be  some  such  feeling,  but  I 
do  not  know  just  what  is  in  the  minds  of  these  men  who  are  hold- 
ing this  coal  at  such  high  prices. 

Senator  Kenyox.  Do  you  know  how  many  tons  have  been  exported 
out  of  this  country  in  the  last  year? 

Mr.  Wagner.  I  have  not  any  information  on  that;  no. 

Senator  Kenyon.  You  do  not  think,  however,  that  our  altruism 
should  go  to  the  extent  of  shipping  our  coal  abroad  even  if  we  have 
to  close  our  own  industries  here? 
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Mr.  Wagner.  I  think  that  is  facing  pretty  far  with  altruism.  They 
say,  "  Charity  begins  at  home." 

The  Chairman.  Do  you  believe  that  our  brothers  abroad  will  feel 
very  kindly  toward  us  when  we  are  making  them  pay  $30  to  $40  a 
ton  for  coal? 

Mr.  Wagner.  I  should  not  thinlc  so. 

Senator  Kenyon.  Under  this  new  plan  of  turning  over  part  of  our 
affairs  to  be  run  by  the  world  at  large  we  must  do  that,  must  we 
not.  even  with  coal  i 

Mr.  Wagner.  Well,  you  are  asking  for  an  interpretation  of  the 
League  of  Nations  plan.  I  am  hardly  competent  to  express  an 
opinion  on  that. 

Senator  Kenyon.  Well,  it  is  getting  to  be  pretty  nearly  time  that 
we  pay  some  attention  to  the  United  States,  is  it  not  ? 

Mr.  Wagner.  It  would  seem  so  to  me,  Senator.  I  know  our  indus- 
tries have  been  suffering  for  the  past  year. 

Senator  Kenyon.  And  about  22,000,000  tons  have  gone  abroad,  as 
I  understand  it,  of  bituminous  coal. 

Mr.  Wagner.  I  am  of  the  opinion  that  if  there  were  some  limita- 
tion placed  upon  the  price  of  coal,  both  for  domestic  and  export  use, 
the  matter  of  exports  would  probably  settle  itself.  It  is  largely  be- 
cause a  higher  price  can  be  obtained  for  export  that  the  oomestic 
market  is  suffering. 

Senator  Kenyon.  And  railroad  cars  are,  of  course,  being  used  in 
that  traffic,  and  that  factor  enters  into  the  situation? 

Mr.  Wagner.  Yes. 

Senator  Kenyon.  And  a  diminution  of  that  traffic  would  release  a 
large  number  of  coal  cars? 

Mr.  Waoxer.  Cars  are  being  used  for  storage  of  coal  which  should 
be  kept  going  back  and  forth. 

The  Chairman.  And  they  can  afford  to  pay  that  storage  rate  when 
they  are  getting  $11  and  $12  for  the  coal  at  the  mines? 

3lr.  Wagner.  And  particularly  when  they  can  get  it,  as  they  have 
recently  reconsigned  a  number  of  times,  and  every  reconsignment 
carries  a  couple  of  days'  free  storage  with  it. 

The  Chairman.  The  Edison  Electric  Light  Co.  at  New  York  the 
other  day  informed  our  committee  that  the  needs  of  the  public  utili- 
ties around  New  York  per  annum  total  about  5,000,000  tons,  and  that 
they  had  been  compelled  to  buy  about  one-third  of  that  in  the  spot 
market,  although  they  had  contracts  for  all  of  that  coal. 

Mr.  Wagner.  Yes;  I  am  familiar  with  the  New  York  situation. 

The  Chairman.  One  witness  explained  that  the  practice  seemed  to 
be  that  where  A  had  a  contract  with  X,  X  would  find  it  impossible 
to  supply  A's  needs;  so  A  was  compelled  to  buy  from  W;  while  B, 
who  had  a  contract  with  W,  could  not  get  his  needs  supplied  and 
went  to  X  for  spot  coal. 

Mr.  Wagner.  That  seems  to  be  the  game. 

The  Chairman.  A  kind  of  flim-flam  proposition,  it  seems  to  me. 
I  notified  the  president  of  the  operators'  association  that  if  he  did  not 
find  a  way  to  stop  that,  that  Congress  would  when  it  meets  in  Decem- 
ber. The  whole  thing  seems  to  me  to  be  something  that  the  Depart- 
ment of  Justi(  e  should  take  hold  of,  although  I  do  not  know  whether 
they  could  under  Federal  statute. 
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Mr.  Wagner.  Apparently  the  way  to  stop  it  is  to  fix  a  maximum 
price  or  a  maximum  rate  of  profit  on  coal,  and  then  the  natural  law 
of  supply  and  demand  would  settle  the  rest  of  it  quite  easily,  I  think. 

Senator  Kenyon.  Do  you  think  we  can  fix  a  rate  of  pront  on  coal? 
If  you  are  going  to  fix  a  rate  of  profit  on  coal,  then  will  you  not  go 
further  and  fix  a  rate  of  profit  on  iron  and  steel? 

Mr.  Wagner.  That  would  seem  to  be  a  logical  conclusion,  except 
for  the  fact  that  the  people  of  this  country  are  more  dependent  upon 
coal  perhaps  than  any  other  commodity. 

Senator  Kenyon.  AVell,  what  about  lood  and  provisions? 

Mr.  Wagner.  Coal  is  perhaps  more  important  for  the  community 
than  any  other  commodity,  except  food  products. 

Senator  Kenyon.  Can  we  fix  a  rate  of  profit  on  food  products? 

The  Chairman.  Is  it  a  fact  that  these  immense  foreign  shipments 
have  utilized  our  transportation  facilities  to  such  an  extent  that  we 
are  unable  to  supply  our  home  needs  ? 

Mr.  Wagner.  There  certainly  is  not  enough  coal  to-day  to  supply 
the  home  needs,  with  the  short-car  supply  that  there  is  to  carry  the 
coal  from  the  mines  to  the  ports.  Apparently  we  have  plenty  of 
mine  capacity  and  probably  labor  enough,  but  there  are  not  cars 
enough,  and  consequently  somebody  gets  squeezed. 

The  Chairman.  A  witness  the  other  day  before  our  committee, 
Mr.  Storrow,  New  England,  stated  that  the  high  prices  paid  for  these 
exports  of  coal  were  reflected  in  the  spot  price  here  to  such  an  extent 
that  he  believed  the  American  people  to-day  were  paying  about 
$300,000,000  a  year  more  for  their  coal  supply  than  they  otherwise 
would. 

Mr.  Wagner.  It  is  practically  all  on  account  of  the  foreign  demand 
that  the  price  here  is  so  high ;  yes. 

The  Chairman.  He  told  us  that  England  had  fixed  the  amount  of 
coal  to  be  exported ;  that  she  had  reduced  her  exports  from,  I  think, 
7,000,000  tons  to  2,000,000  tons,  and  had  fixed  an  export  price  as  well 
as  the  domestic  price,  so  as  to  control  her  coal  output.  1  agree  with 
Senator  Kenyon  that  it  is  a  pretty  dangerous  thing  to  fix  the  price 
either  on  a  commodity  or  on  the  profit  to  be  realized  on  a  commodity, 
but  something  has  got  to  be  done  with  this  coal  situation,  both  in  the 
interest  of  the  public  utilities  and  the  interest  of  American  industry. 

Senator  Kenyon.  And  in  the  interest  of  the  people,  too ;  they  have 
got  to  have  coal  to  keep  them  from  freezing  to  deatn. 

Mr.  Miller.  And  is  not  the  question  of  price  mixed  up  with  the 

?uestion  of  cars?     If  we  had  an  ample  supply  of  transportation, 
acilities  the  law  of  supply  and  demand  would  take  care  of  all  this? 

Mr.  Wagner.  I  think  there  is  no  doubt  about  that. 

Mr.  Miller.  Therefore,  there  being  the  shortage  of  cars,  there 
would  seem  to  be  a  necessity  of  doing  one  of  two  things,  either  sup- 
plying the  cars  necessary  or  regulating  the  price. 

Mr.  Wagner.  I  think  the  price  could  be  regulated  somewhat  more 
quicldy  than  the  cars  could  be  supplied ;  but  it  is  the  fact  that  there 
are  not  enough  to  supply  both  the  domestic  and  the  foreign  demand. 

Mr.  Miller.  You  mean  that  there  are  not  enough  transportation 
facilities 

Mr.  Wagner.  Yes. 
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Mr.  Miller.  But  there  is  plenty  of  coal? 

Mr.  Wagner.  Apparently,  but  not  enough  transportation;  and 
consequently  that  results  in  an  inflated  price  and  an  unequal  dis- 
tribution of  coal. 

Mr.  Miller.  Have  you  heard  it  said  that  at  the  present  time  there 
are  5,000  cars  of  coal  held  up  in  transit  ? 

Mr.  Wagner.  1  understand  that,  roughly,  in  and  around  the  Curtis 
Bay  section  here  and  on  the  sidings  leading  to  Curtis  Bay  there  are 
some  5,000  or  more  cars  standing  that  are  Ssing  held  for  export  and 
bunker  coal. 

Mr.  Miller.  And  that  is  what  is  blocking  the  ports  to-day. 

Mr.  Wagner.  Yes ;  that  is  what  is  apparently  blocking  the  ports. 

Mr.  Miller.  How  many  idle  steamers  are  in  the  port  waiting  for 
coal  because  of  this  blocking  < 

Mr.  Wagner.  I  understand  there  is  a  great  number,  but  I  do  not 
know  how  many. 

Mr.  Miller.  I  have  been  told  there  are  about  60. 

Senator  Kenyon.  That  is,  in  this  port  here  ? 

Mr.  Miller.  Yes. 

Senator  Kenyon.  Waiting  for  coal  If 

Mr.  Miller.  Yes ;  and  lying  blocked  out  as  far  as  Brunswick  with 
5,000  cars.  • 

Mr.  Wagner.  There  is  an  ample  supply  of  coal  right  here  in  the 
port  at  the  coal  piers  held  in  cars  to  supply  almost  all,  if  not  all  of 
those  ships ;  but  the  congestion  is  so  great,  and  there  is  such  a  large 
number  of  consignees,  and  the  coal  is  so  mixed  up,  that  the  yards  are 
so  blocked  that  they  can  not  get  the  coal  out. 

Mr.  Miller.  It  is  not  a  physical  difficulty  in  handling  that  coal  at 
the  piers,  then ;  but  it  is  the  multiplicity  ot  consignees  and  the  direc- 
tion of  the  cars  f 

Mr.  Wagner.  I  presume  if  that  coal  were  all  pooled,  as  it  was  dur- 
ing the  war,  with  the  Tidewater  Coal  Exchange,  that  that  congestion 
could  be  unraveled  in  comparatively  short  time — in  a  few  days. 

Senator  Kenyon.  Could  you  give  us  the  names  of  any  oi  the  ex- 
porters who  are  exporting  this  coal  ? 

Mr.  Wagner.  No  ;  I  am  not  informed  as  to  that. 

Senator  Ejenyon.  You  do  not  know  who  is  responsible  for  that? 

Mr.  Wagner.  No. 

Mr.  Miller.  Mr.  Daniel  Wenz  is  chairman  of  the  exporters'  com- 
mittee as  well  as  president  of  the  National  Coal  Association.  He  has 
been  before  this  committee,  and  I  think  he  would  be'  glad  to  come 
again  and  give  the  names  and  the  amounts  with  respect  to  the  ex- 
port situation. 

Senator  Kenyon.  Did  he  give  the  names  of  those  exporters  before  ? 

Mr.  Miller.  No  ;  he  did  not. 

The  Chairman.  Is  there  anything  further,  Mr.  Wagner,  that  you 
think  would  be  helpful  to  the  committee  in  solving  this  problem? 

Mr.  Wagner.  Nothing  further.  Senator,  I  think. 

The  Chairman.  Thaift  you,  sir. 

Mr.  Wagner.  I  thank  you,  Senator. 

The  Chairman.  Is  Mr.  Stackpole  in  the  room  t 
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STATEMENT  OF  MK.  STEPHEN  T.  STACKPOLE,  DIVISION  FREIGHr 
AGENT,  PENNSYLVANIA  BAILEOAB  CO.,  BALTIMORE,  MD. 

The  Chairman.  What  is  your  occupation,  Mr.  Stackpole? 

Mr.  Stackpole.  I  am  division  freight  agent  of  the  Pennsylvania 
Eailroad  Co*,  in  Baltimore. 

The  Chairman.  A  great  deal  of  coal  passes  over  your  line  into  this 
port  and  this  part  of  the  country,  does  it  not  ? 

Mr.  Stackpole.  Quite  a  good  deal;  yes,  sir. 

The  Chairman.  What  other  railroad  lines  operate  here  besides 
yours  and  the  Baltimore  &  Ohio  Railroad  ? 

Mr.  Stackpole.  The  Western  Maryland. 

The  Chairman.  And  they  carry  a  good  deal  of  coal,  too? 

Mr.  Stackpole.  The  Western  Maryland  carries  a  great  deal  of 
coal ;  yes. 

The  Chairman.  For  export  ? 

Mr.  Stackpole.  They  are  carrying  some  coal  for  export  now,  but 
their  coal  pier  was  burned  last  year,  and  at  present  the  coal  that  they 
are  carrying  for  export  is  being  handled  for  them  by  the  Baltimore  & 
Ohio  Railroad. 

The  Chairman.  Do  you  carry  any  coal  for  export  ? 

Mr.  Stackpole.  Yes,  sir. ' 

The  Chairman.  What  about  the  statement  made  a  little  while 
ago  that  there  are  5,000  carloads  of  coal  held  up  in  this  part  of  the 
State? 

Mr.  Stackpole.  I  can  only  answer  for  the  Pennsylvania  Railroads 
The  number  of  cars  at  Canton,  which  is  the  location  of  our  export 

Eier,  is  somewhat  above  normal,  perhaps  a  hundred  cars,  and  we 
ave  several  hundred  cars  en  route.  Our  coal  pier  has  a  capacity 
of  about  200  cars  a  day ;  that  is  about  what  we  have  been  running  for 
the  last  month.  In  order  to  keep  a  coal  pier  of  that  capacity  run- 
ning in  such  manner  as  not  to  delay  the  ships,  and  get  the  entire  effi- 
ciency of  the  pier,  you  must  have  on  hand  from  eight  hundred  to  a 
thousand  cars  of  coal  from  which  to  draw.  The  particular  difficulty 
at  present  is  that  there  is  en  route  a  large  amount  of  coal  moving  to 
New  England,  for  which  there  has  not  been  proper  vessel  provision 
made.  There  are  31  vessels  waiting  in  Baltimore  Harbor  to  dock  at 
the  Canton  coal  pier;  but  as  far  as  I  can  learn  none  of  those  is  as- 
signed for  New  England  cargo. 

Mr.  Miller.  I  understood  you  to  say  that  you  require  about  four 
times  the  number  of  cars  for  the  capacity  of  the  pier. 

Mr.  Stackpole.  Yes. 

Mr.  Miller.  That  is  about  800  cars  for  a  200-hundred  car  pier? 

Mr.  Stackpole.  Yes. 

Mr.  Miller.  Have  you  any  ideals  to  the  capacity  of  the  piers  at 
Hampton  Eoads?    It  is  about  a  4,000-car  proposition,  is  it  not? 

Mr.  Stackpole.  Well,  you  understand  that  when  I  say  200  cars,  1 
am  referring  to  the  average  daily  dumping  over  the  pier.  I  think 
that  Hampton  Roads  can  dump  about — which  pier  do  you  refer  to  at 
Hampton  Koads? 

Mr.  Miller.  I  refer  to  the  pier  capacity  there  in  the  aggre^te — 
all  of  them.  I  understood  that  those  piers  had  a  dumping  capacity  of 
about  4,000  cars. 
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Mr.  Stackpole.  Per  day  ? 

Mr.  Miller.  Yes. 

Mr.  Stackpole.  I  should  say  it  would  be  nearer  2,000. 

Mr.  Miller.  Two  thousand  a  day? 

Mr.  Stackpole.  That  would  be  a  maximum. 

Mr.  Miller.  I  understood  that  they  did  not  require  more  than 
about  4,000  cars  to  keep  that  pier  running  efficiently  ? 

Mr.  Stackpole.  You  mean  4,000  cars  on  track? 

Mr.  Miller.  Yes. 

Mr.  Stackpole.  In  the  case  of  the  Virginian  Railroad,  it  might  be 
possible  for  them  to  run  on  a  very  limited  supply,  because  they  run 
their  trains  in  solid  blocks  from  the  mines  to  the  piers,  and  back 
again,  using  practically  only  their  own  equipment.  Their  road  is  not 
blocked  by  other  freight  to  any  extent,  or  by  passenger  trains. 

Mr.  Miller.  Well,  according  to  your  ratio,  it  would  require  16,000 
(ars  at  Hampton  Roads,  which,  of  course,  would  be  out  of  the  qu^- 
tion. 

Mr.  Stackpole.  That  is,  if  they  can  dump  4,000  cars  there  a  day ; 
but  I  feel  quite  sure  that  the  figure  there,  for  the  combined  piers,  is 
not  over  2,000,  because  the  Baltimore  &  Ohio  pier  here  can  only  go 
about  600  cars  a  day,  and  that  is  about  as  fast  a  pier  as  there  is  any- 
where. 

Mr.  Miller.  Your  two  piers  here  can  handle  about  800  cars  a  day — 
yours  and  the  Baltimore  &  Ohio  together? 

Mr.  Stackpole.  Yes. 

Mr.  Miller.  And  they  require  about  3,200  cars  on  rails  to  serve 
them  ? 

Mr.  Stackpole.  They  should  have  that  many ;  yes,  sir. 

Mr.  Miller.  And  on  that  basis,  if  the  piers  at  Hampton  Roads 
have  a  capacity  of  2,000  tons,  then  they  would  require  8,0(X)  cars  to 
serve  them  if  it  were  not  for  the  fact  that  their  cars  come  in  solid 
trainloads,  while  yours  come  with  other  freight? 

Mr.  STACKPOLfc.  Oh,  our  coal  all  comes  here  in  solid  trains.  I 
wish  to  emphasize  the  fact  that  the'  Virginian  Railroad  handles 
almost  exclusively  coal  traffic — a  continuous  succession  of  trains  of 
coal,  and  solid  trains  of  empty  cars  going  back  in  the  same  service 
all  the  time. 

Mr.  Miller.  I  was  trying  to  get  at  some  explanation  for  the  con- 
centration of  coal  cars  in  this  Baltimore  district,  which  is  entirely 
out  of  proportion  for  the  dumping  capacity  of  the  piers,  or  appar- 
entlv  out  of  proportion. 

Mr.  Stackpole.  In  further  explanation  of  that  is  the  fact  that 
the  coal  is  still  coming  down  here  in  pools,  as  during  the  war.  Cer- 
tain concerns  have  left  the  pools  and  are  shipping  outside  of  the 
pools;  but  the  last  record  I  have  of  the  shipment  through  Baltimore 
rfiows  that  still  85  per  cent  of  the  coal  going  over  our  piers  is  being 
handled  in  the  pools.  There  are  about  10  active  pools,  I  should 
say.  In  order  to  serve  a  boat  that  is  going  to  take  pool  No.  34,  for 
instance,  you  have  got  to  have  enough  coal  of  that  pool  to  supply 
that  boat ;  and  in  order  to  serve  a  boat  that  is  going  to  follow  right 
after  that  boat  you  must  have  on  hand  enough  coal  for  her  of  what- 
ever pool  she  may  require.    In  other  words,  in  order  to  serve  three 
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or  four  boats  coming  in  rapid  succession  you  have  got  to  have  a  good 
supply  of  coal  in  all  the  four  pools. 

Mr.  Miller.  Do  you  have  any  trouble  with  the  transportation 
from  the  West  Virginia  fields  down  to  these  piers? 

Mr.  Stackpole.  I  could  not  answer  as  to  that,  as  practically  no 
West  Virginia  coal  comes  for  our  piers. 

Mr.  Miller.  Where  does  your  coal  come  from  ? 

Mr.  Stackpole.  The  Pennsylvania  fields. 

Mr.  Miller.  A  complaint  has  reached  the  committee  as  to  the  de- 
lay in  getting  coal  down — some  2,000  cars  taking  some  30  days  to  get 
down. 

Mr.  Stackpole.  That  was  from  the  West  Virginia  fields? 

Mr.  Miller.  Perhaps  my  memory  does  not  serve  me  accurately. 

Mr.  Stackpole.  I  could  not  answer  as  to  that  unless  I  knew  tne 
details  of  the  specific  case. 

Mr.  Miller.  How  long  does  it  take  to  get  the  coal  from  the  Penn- 
sylvania fields  to  the  docks  on  your  line  now  ? 

Mr.  Stackpole.  That  varies.  We  are  having  cars  come  through  in 
three  or  four  days,  and  some  cars  are  taking  three  or  four  times  that 
long. 

Mr.  Miller.  How  long  does  it  take  under  favorable  conditions  ? 

Mr.  Stackpole.  I  should  say  that  our  average  time  cominjg  down 
for  the  piers  would  be  about  six  days,  imder  the  best  conditions. 

The  Chairman.  Mr.  Stackpole,  what  proportion  of  the  coal  com- 
ing over  your  line  to  Baltimore  is  for  export  ? 

Mr.  Stackpole.  I  should  say  about  50  per  cent. 

The  Chairman.  And  where  does  the  rest  of  it  go  ? 

Mr.  Stackpole.  Quite  a  proportion  of  that  ^es  to  scows  for  har- 
oor  work.  By  "  harbor  work  "  I  mean  deliveries  for  concerns  such 
as  the  Consolidated  Gas  &  Electric  Co..  or  to  the  copper  works ;  and 
a  certain  proportion  goes  to  the  Betnlehem  Steel  Co.  and  about 
fifteen  or  twentv  thousand  tons  a  month  for  the  retail  dealers,  both 
anthracite  and  bituminous.     * 

The  Chairman.  In  this  locality? 

Mr.  Stackpole.  Yes,  sir;  and  for  various  other  manufacturers 
here. 

The  Chairman.  Is  the  coal  coming  in  over  your  lines  for  shipment 
to  New  England  by  water  ? 

Mr.  Stackpole.  We  have  handled  practically  none  of  that  coal  up 
to  date.  We  have  now,  as  I  stated,  quite  a  good  many  cars  on  the 
Toad,  and  we  have  about  a  trainload  here. 

The  Chairman.  Are  you  handling  more  coal  for  export  than  ever 

ibefore? 

Mr.  Stackpole.  I  think  that  this  year  we  will  handle  more 
through  Baltimore  than  ever  before :  yes,  sir. 

The  Chairman.  Do  you  know  whether  or  not  all  of  this  export 
coal  is  what  is  usually  termed  spot  coal  ? 

Mr.  Stackpole.  I  do  not  know.  I  think  that  a  great  portion  of 
it  is  on  contract,  but  I  do  not  know. 

The  Chairman.  That  is  not  in  y^our  line  of  duty? 

Mr.  Stackpole.  No  ;  that  is  not  in  my  department,  sir. 

The  Chairman.  Have  you  had  any  complaints  from  men  who  de- 
sired building  material  of  having  a  shortage  in  their  shipments  ? 
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Mr.  Stackpole.  Yes ;  we  have  had  a  good  deal  of  complaint  in  the 
last  three  or  four  months  in  regard  to  cement  and  some  complaint  in 
regard  to  sand. 

The  Chairman.  Have  you  anything  to  offer  the  committee  that  you 
think  would  be  helpful  in  this  situation  ? 

Mr.  Stackfoie.  There  are  one  or  two  points  that  I  would  like  to 
mention  in  regard  to  the  car  situation.  As  far  as  Baltimore  is  con- 
cerned, the  question  of  shortaj^  in  sand  or  a  shortage  in  cement  has 
not  bc«n  due  to  congestion  oi  our  facilities  here.  We  have  been  in 
position  to  handle  freight  into  Baltimore,  the  only  exceptions  being 
during  the  time  of  the  ^rike  in  April  and  during  the  time  of  the  diffi- 
culty in  July.  The  trouble  has  been  in  getting  cars.  It  is  permissible 
for  shippers  to  use  open-top  cars  for  sand  at  present,  but  it  must  be 
done  in  the  direction  of  the  mines.  That  is  merely  a  practical  re- 
^riction.  ' 

The  Chairman.  Is  much  sand  and  gravel  brought  into  Baltimore,, 
or  is  it  available  here — ^I  mean  by  rail? 

Mr.  Stackpole.  Sand  and  gravel  is  supplied  in  both  ways  here — 
both  by  sand  taken  from  the  bottom  of  the  river  or  the  harbor  or  bay, 
some  of  which  is  taken  directly  bv  scow  to  the  place  where  it  is  used, 
and  there  is  hauled  in  cars  from  tne  docks.  There  is  also  quite  a  good 
deal  of  sand  available  from  nits  between  here  and  Washington  and 
between  here  and  Havre  de  (jrace. 

The  Chairman.  I  think  that  is  all,  Mr.  Stackpole. 

Senator  Kenton.  Is  there  any  interstate  coal  oeing  exported  from 
here? 

Mr.  Stackpole.  No,  sir. 

Senator  Kenton.  It  is  entirely  bituminous  coal  ? 

Mr.  Stackpole.  Yes,  sir. 

Senator  Kenton.  How  long  a  haul  is  it  for  the  coal  from  Penn- 
sylvania here? 

Mr.  Stackpole.  About  200  miles. 

Senator  Kenton.  And  you  say  that  takes  six  days? 

Mr.  Stackpole.  That  is  the  average  from  the  date  of  loading.  That 
I  spoke  of  as  a  normal  movement. 

Senator  Kbnton.  Two  hundred  miles  in  six  days? 

Mr.  Stackpole.  Yes ;  that  is,  from  the  date  of  shipment  tod  the  de- 
livery. 

Senator  Kenton.  That  is  all. 

The  Chairman.  Thank  you,  Mr.  Stackpole.  Now,  is  Mr.  Gallo- 
way in  the  room  ? 

STATEMENT  OF  ME.  CHAELES  W.  GALLOWAY,  VICE  PRESIDENT 
IN  CHABOE  OF  OPERATIONS  AlH)  MAINTENANCE,  BALTIMORE 
&  OHIO  RAILROAD  CO.,  BALTIMORE,  MD. 

The  Chairman.  Mr.  Galloway,  do  you  know  anything  about  the 
statement  that  there  are  5,000  coal  cars  on  sidings  between  here  and 
Brunswick,  in  this  particular  part  of  the  State? 

Mr.  Galloway.  Do  I  know  about  that  { 

The  Chairman.  Yes. 

Mr.  Galloway.  Yes,  sir. 

The  Chairman.  Well,  is  that  so  ? 
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Mr.  Galloway.  Yes,  sir. 

The  Chairman.  What  is  the  cause  of  that? 

Mr.  Galloway.  Well,  there  are  several  causes.  In  the  first  place, 
the  railroads  in  every  direction  you  go  are  able  to  move  up  the  busi- 
ness faster  than  the  consignees  can  or  do  dispose  of  it.  The  bulk  of 
that  coal  is  intended  for  Curtis  Bay.  The  Baltimore  &  Ohio  Rail- 
road dumps  coal  not  only  for  its  own  railroad,  but  it  dumps  it  for 
the  Western  Maryland  pending  the  reconstruction  of  their  pier, 
which  was  destroyed  bv  fire.  Now,  that  coal  is  divided  into  pools 
operated  under  the  Tidewater  Coal  Exchange.  There  are,  as  1  re- 
member, 23  in  the  pool  and  19  out  of  the  pool.  The  matching  of 
coal  is  a  thing  that  does  hold  up  the  dumping  of  coal — ^the  high  and 
the  low  volatile  coal  and  the  coal  of  various  grades  sold  under  various 
B.  t.  u.  specifications,  etc.,  trade-marks,  and  whatever  else  they  might 
have  in  that  way  has  to  be  considered  in  matching  up  the  coal  to 
meet  those  vessels.  We  have  had  for  Curtis  Bay  and  at  Curtis  Bay 
and  in  transit  for  dumping  over  Curtis  Bay,  10  days  ago,  7,100  loads 
of  coal.  There  have  been  from  55  to  65  ships  in  this  harbor  waiting 
for  coal 

Senator  Ken  yon  (interposing) .    Where  were  they  going  to  take  it  ? 

Mr.  Galloway.  That  1  do  not  know.  A  lot  of  it  that  has  been 
sent  has  been  for  foreign  poits,  for  export.  There  is  a  special  order 
on  New  England  coal,  and  that  moves  rather  freely  now. 

Senator  Ken  yon.  What  is  that  special  order? 

Mr.  Galloway.  Well,  it  is  to  take  care  of  the  New  England  rail- 
road situation  and  the  public  utilities — a  special  order  ot  the  com- 
mission. 

Senator  Kenyon.  What  is  that  special  order? 

Mr.  Galloway.  Well,  it-  is  to  take  care  of  the  New  England  rail- 
road situation  and  the  public  utilities — a  special  order  of  the  com- 
mission. It  is  called,  as  I  recall  it,  S.  O.  11.  A  more  liberal  pooling 
of  coal  or  a  more  flexible  system  of  pooling  coal  would,  of  course, 
reduce  the  number  of  cars  under  load.  That  is  a  question  entirely 
beyond  the  control  of  the  railroad,  however.  The  railroad's  busi- 
ness is  to  move  the  coal  up,  but  it  does  not  permit  coal  to  be  loaded 
except  on  specific  permits  that  contemplate  some  ready  disposition 
of  it.  There  has  also  been  added  to  the  accumulation  a  large  number 
of  cars — I  would  say,  offhand,  approximately  some  1500  or  1,400 
cars — that  have  been  shipped  by  unscrupulous  coal  operators,  who 
have  gotten  some  of  that  coal  through  on  fake  permits,  who  have 
ordered  coal  shipped  to  Curtis  Bay  on  permits  that  were  intended 
for  Port  Richmond,  and  on  permit  numbers  that  were  canceled  on 
Port  Richmond.  It  has  been  a  very  difficult  job  for  us  to  police  those 
permits;  and  on  account  of  the  difficulties  we  have  experienced,  we 
have  recently  installed  a  plan  that  requires  the  person  desiring  a  per- 
mit to  state  where  the  coal  is  to  be  loaded  and  to  whom  it  is  consigned, 
the  name  of  the  boat,  a  copy  of  the  charter  partv  to  be  filed  with  us, 
and  an  agreement  that  they  will  report  to  us  irom  day  to  day  the 
number  of  cars  loaded  at  each  mine  each  day,  and  by  that  method 
we  hope  to  control  this  fake  shipment  situation  that  has  bothered 
us  and  the  practice  of  shipping  beyond  the  embargoes  or  in  violation 
of  embargoes. 
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We  already  have  suspended  two  mines  from  shipping  because  of 
unfair  methods  of  that  sort,  and  we  are  prepared  to  suspend  any 
others  who  may  practice  it,  if  we  can  catch  them,  and  we  think  under 
this  plan  we  will  be  able  to  catch  them.  We  also  think  that  under 
this  plan  we  will  be  able  to  reduce  the  number  of  cars  of  coal  under 
load  for  transshipment  over  our  piers. 

The  Chairman.  Is  the  number  of  cars  in  this  part  of  the  State 
now  an  unusually  large  number? 

Mr.  Galloway.  Well,  taking  the  eastern  situation  as  a  whole,  the 
number  is  abnormal;  but  that  is  not  entirely  due  to  the  particular 
situation  I  have  just  described.  For  instance,  the  so-called  Shippens- 
burg  or  Harrisburg  route,  through  Martinsburg  and  Cherry  Kun, 
has  been  congested  on  account  of  overshipment  to  Port  Richmond, 
which  is  a  Readiujg  delivery,  and  that  was  very  seriously  disturbed 
bv  a  very  bad  freight  wreck  that  the  Reading  had  on  the  Lebanon 
Valley  on  Friday,  which  tied  them  up  for  nearly  24  hours  and  prac- 
tically closed  that  route  for  that  length  of  time,  which  meant  that 
2,000  cars  were  stopped  that  would  have  moved  through  in  that 
24-hour  period ;  so  that  situation  has  been  disturbed  by  that  accident 
and  made  a  little  worse  than  it  would  have  been  otherwise. 

Senator  Kenton.  Can  you  give  us  any  idea  how  long  these  5,000 
cars  have  been  here  ? 

Mr.  Galloway.  No  ;  I  could  not.  I  could  not  tell  you  in  detail  how 
long  they  have  been  here.  The  average  detention  by  consignees  in 
the  pool  at  the  tidewater  port  is  about  1.2  davs.  The  average  deten- 
tion by  those  outside  of  the  pool  is  about  1.8  days. 

Mr.  MiLi.£R.  Does  that  include  the  cars  that  are  on  the  line  between 
here  and  Brunswick? 

Mr.  Galloway.  No  ;  that  includes  the  cars  that  are  at  the  port, 

Mr.  Miller.  Then,  how  much  would  you  add  for  the  cars  that  are 
waiting  to  get  in? 

Mr.  Galloway.  That  would  depend,  because  they  are  being  picked 
out  and  set  off,  and  it  would  rec^uire  a  computation  on  each  car  num- 
ber, the  date  shipped,  and  the  time  that  elapsed  until  it  was  dumped, 
to  get  that  information.    That  would  be  a  pretty  big  job. 

Mr.  MiLLEE.  But,  in  general,  you  have  an  intuition  about  it,  I  have 
no  doubt? 

Mr.  Galloway.  Well,  I  would  not  like  to  say  offhand. 

Senator  Kenyon.  Is  there  a  large  number  of  cars  between  here  and 
Brunswick? 

Mr.  Galloway.  Between  here  and  Brunswick? 

Senator  Kenyon.  Yes. 

Mr.  Galloway.  Well,  there  are  to-day,  not  between  here  and 
Brunswick  but  between  here  and  the  mines  about  3,200  cars,  exclusive 
of  2,000,  or  approximately  2,000,  that  were  here  this  morning. 

The  Chairman.  From  your  testimony,  Mr.  Galloway,  evidently 
you  are  struggling  with  this  problem,  and  it  is  a  difficult  one,  and  if 
we  can  do  anything  to  help  you  we  are  willing  to  do  it.  We  feel  that 
this  situation  has  retarded  industry  generally,  and  we  know  that  you 
are  struggling  to  get  out  of  it.  Now,  let  me  ask  you  your  opinion  as  to 
how  long  it  will  be  before  we  will  have  things  running  normally 
again  in  the  delivery  of  merchandise  generally  throughout  the 
country! 
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Mr.  Galloway.  I  should  say  that  there  has  been  a  very  rapid 
improvement  in  general  conditions,  and  I  wish  to  repeat — and  I  do 
not  refer  particularly  to  coal,  but  I  refer  to  every  character  of  freight 
that  the  railroads  haul — about  10  days  ago  I  came  back  from  a  trip 
of  three  weeks  over  the  road,  taking  in  I^ittsburgh,  Cleveland,  To- 
ledo, Detroit,  Chicago,  Cincinnati,  Ck>lumbus,  Dayton,  and  all  of  the 
intermediate  territory,  and  looking  generally  into  the  transportation 
conditions,  making  inquiry  as  to  why  these  cars  were  held.  The  con- 
signees can  not  unload  them;  that  would  be  almost  invariably  the 
answer.  "  Well,  what  is  the  trouble  ?  "  And  they  would  answer,  "  La- 
bor troubles  "  or  "  Insufficiency  of  labor."  "  Well,  why  do  they  ship 
them  ?  "  "  Well,  we  have  got  an  embargo  on  them."  We  have  had 
instances  where  one  concern  that  buys  rags  for  paper  would  go  all 
around  the  countrv  and  buy  up  two  or  three  hundred  carloads  of  rags 
for  shipment  in  dox  cars,  not  on  our  railroad,  but  anwhere  they 
could  get  them,  and  they  would  ship  them  in,  notwithstanding  the 
fact  that  they  knew  they  could  only  discharge  about  25  cars  a  day. 

The  result  was  that  we  would  nave  about  two  or  three  hundred 
cars  on  our  hands,  blocking  our  facilities  and  tying  up  cars.  We  had 
a  lot  of  trouble  about  that,  and  we  finally  put  a  very  tight  embargo 
on  them  and  limited  them  to  permits  for  what  they  couia  dispose  oi; 
but  in  spite  of  that  we  can  not  control  all  of  them,  because  there  are 
shippers  who  will  get  in  a  few  cars  and  who  can  not  or  do  not  have 
them  unloaded  promptly  for  some  reason  or  other.  Now,  that  congests 
your  facilities  and  makes  you  hold  back.  As  an  illustration,  take  a 
steam  track  yard,  like  our  Dayton  yard,  that  will  hold  approximately 
a  hundred  cars ;  you  will  set  that  track  full,  say,  last  night,  and  you 
ought  to  be  able  to  go  in  there  and  pull  that  entire  track  of  cars 
unloaded  by  to-night,  but  you  can  only  pull  out  about  20  per  cent, 
in  fact.  In  other  words,  only  20  per  cent  of  that  setting  has  been 
unloaded.  It  will  take  a  switching  crew  all  night  to  reset  that  yard. 
Now,  that  is  a  situation  for  which  the  railroad  is  not  responsible, 
but  the  effect  is  to  hold  back  on  the  current  movement  and  to  keep 
you  from  getting  your  maximum  benefit  from  your  facilities.  The 
time  that  tney  consume  in  unloading  those  cars,  of  course,  varies.  Ia 
the  case  of  the  fellow  who  does  business  in  his  hat  and  gets  a  refriger- 
ator car  in  and  peddles  the  fruit  out  of  it,  he  may  take,  4,  5,  6,  8,  or 
even  10  days  to  unload  it.  The  commission  now  nas  up  the  Question 
of  putting  a  very  stiff  demurrage  charge  on  such  cars,  and  likely 
within  a  lew  days  we  will  have  an  order  to  do  that  to  overcome  that 
trouble.    There  is  considerable  of  that  in  spots. 

The  Chairman.  What  do  you  think  with  regard  to  the  export  of 
coal,  with  respect  to  its  effect  upon  the  general  coal  situation  in  the 
country  ? 

Mr.  Galloway.  The  effect  upon  what? 

The  Chairman.  The  general  coal  situation  throughout  the  country. 

Mr.  (lALLOWAY.  Well,  there  is  very  little  export  coal  moving  now, 
because  we  are  not  permitting  it.  I  do  not  like  to  put  my  jiK^ijment 
against  the  country,  but  I  am  of  the  opinion,  from  what  I  can  see 
and  my  connection  with  the  Baltimore  &  Ohio  Railroad,  that  there  is 
a  lot  of  coal  everywhere,  but  perhaps  there  is  something  faulty  in  the 
distribution.  In  other  words,  from  my  viewpoint,  as  a  railroad  man, 
I  can  not  see  the  justification  for  approximately  1,600  to  2,000  cars 


RBCONSTRUCTION  AND  PRODUCTION.  32 T 

of  coal  that  are  at  Pier  18,  Jersey  City,  and  half  that  number  moving 
to  it ;  approximately  a  thousand  at  Arlington,  at  our  New  York  piers^ 
and  as  much  more  moving  to  them ;  and  five  or  six  thousand  loads  at 
and  en  route  to  Port  Richmond,  and  the  same  at  and  en  route  to  Curtia 
Bay,  and  about  half  that  quantity  at  and  en  route  to  Port  Reading. 
When  I. name  those  five  ports,  1  name  ports  that  are  more  or  les& 
served  from  the  mines  loading  on  the  Baltimore  &  Ohio. 

Now,  in  my  judgment,  there  is  something  about  the  distribution  oi 
that  coal  that  might  be  improved  upon,  that  would  make  it  go  further 
and  go  faster,  and  would  greatly  improve  the  supply  of  cars  avail- 
able for  distribution  to  the  mines.  We  can  load  at  the  mines  on  the 
Baltimore  &  Ohio  between  4,500  and  5,000  cars  of  coal  a  day,  and  we 
have  placed  for  loading  to-day  about  3,100  cars. 

Now,  the  question  of  a  more  flexible  disposition  of  coal  through 
the  pool  involves  several  factors:  In  the  first  place,  the  grading — 
whether  it  is  a  high  or  low  volatile  coal — and  the  price.  In  my  ef- 
forts to  try  to  force  a  more  liberal  disposition  or  a  more  flexible  pool- 
ing, I  have  been  informed  that  one  of  the  obstacles  to  that  is  the  price. 
I  have  been  told  that  some  of  that  coal  was  bought  for  $4.50  and 
some  for  $8  and  some  for  $13  and  some  for  $18  a  ton.  Now,  it  i% 
pretty  hard  to  take  a  man's  coal,  where  he  paid  $18  a  ton  for  it,  and 
throw  it  into  a  boat  for  the  account  of  a  man  who  bought  coal  at  $4.50 
or  even  at  $7  or  $8  a  ton.    That  has  a  bearing  on  the  pooling. 

Mr.  Miller.  May  I  inquire  to  whose  advantage  is  the  inflexibility 
in  pooling,  if  not  to  the  advantage  of  the  man  who  wants  to  sell  his 
coal  at  a  verv  high  price? 

Mr.  Galloway.  I  do  not  know  that  I  am  clear  on  that  question. 

Mr.  Miller.  Who  originated  the  system  of  this  inflexible  pooling? 

Mr.  Gallowat.  Well,  it  was  not  originated  as  an  inflexible  pooL 
That  is  merely  a  term  that  I  have  given  to  it. 

Mr.  Miller.  I  understand  that ;  but  it  is  growing  to  be  very  in- 
flexible, and  it  is  handicapping  transportation.  Now,  what  au- 
thority originated  it? 

Mr.  Galloway.  The  coal  pools  are  very  desirable  things,  properly 
conducted.  If  you  could  have  all  coal  of  a  field  considered  the 
same  coal  in  one  pool,  with  the  possible  exception  of  such  mines  as 
do  not  prepare  the  coal,  or  fields  from  which  you  can  not  get  good 
coal,  you  would  have  a  very  different  story,  provided,  of  course,  you 
did  not  have  Jbhat  competitive  price,  which  is  the  result  of  bidding 
for  the  coal  in  the  field.  Where  it  is  mined  on  open  orders,  I  am 
told  they  bid  for  it  in  the  field.  Under  Special  Order  No.  11,  which 
is  the  l^ew  England  order,  they  started  m  to  offer,  as  I  recall,  or 
as  I  am  informed,  about  $4.  They  finally  went  to  $8.50  a  ton,  and 
did  not  get  the  coal,  notwithstanding  the  fact  that  there  was  a 
priority  on  that  coal  that  would  have  enabled  it  to  move  freely,  if  it 
was  mined  and  there  were  boats  prepared  to  take  it. 

Mr.  Miller.  Why  did  they  not  get  it  ? 

Mr.  Galloway.  The  price. 

Mr.  Miller.  Mr.  Wentz  has  testified  that  that  order  would  make  a 
buyer's  market  by  absolutely  delivering  the  coal  to  New  England 
before  other  coal  was  delivered. 

Mr.  Galloway.  I  do  not  understand  that  that  order  has  any  effect 
on  the  price.  That  order  simply  provides  that  if  you  have  bought 
coal,  and  you  will  specify  the  mines  from  which  tnat  coal  is  to  be 
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shipped,  cars  under  priority  will  be  supplied  at  that  mine  regardless 
of  any  other  order,  and  in  preference  to  all  other  orders,  and  not 
counted.  In  other  words,  assuming  that  New  England  requires  250 
cars  a  day,  250  cars  will  be  placed  at  the  mines  loading  that  coal 
before  anything  else  is  done,  and  they  come  out  of  the  general  ac- 
count :  but  that  coal  must  first  be  bought  by  those  for  whom  it  is  in- 
tended— and  for  quite  a  while  it  was  not  bought.  Now,  as  I  say, 
they  have  commenced  to  get  some  coal.  I  do  not  know  what  they 
are  paying  for  it. 

Mr.  Miller.  By  whose  authority  could  the  pool  be  made  less  in- 
flexible ? 

Mr.  Galloway.  Well,  we  have  been  endeavoring  to  get  the  23  pools 
an  the  tidewater  exchange  reduced  to  7.    That  is  under  way  now. 

Mr.  Miller.  Has  the  Interstate  Commerce  Commission  authority 
to  do  that? 

Mr.  Galloway.  I  do  not  understand  that  they  have,  although  I 
w^ould  not  care  to  attempt  to  qualify  as  an  expert  on  that  question. 
The  Interstate  Commerce  Commission — I  would  say  that  their  pres- 
ent authority  would  enable  them  to  do  a  great  many  things  to  bring 
about  an  improvement  in  the  situation. 

Mr.  Miller.  Then,  the  inflexibility  of  these  pools  is  partly  the 
•cause  for  the  5,000  cars  being  in  and  around  this  port  to-day? 

Mr.  Galloway.  Yes;  I  would  say,  practically,  to  a  great  extent. 
There  is  a  difference  of  opinion  expressed  by  coal  operators  as  to 
the  effect  of  having  a  pool  and  not  having  a  pool.  It  has  been  my 
personal  view  that  a  pool,  properly  operated,  with  everybodv  in  it, 
is  a  verv  desirable  thing;  and,  as  an  illustration,  assuming  that  the 
price  of  coal  has  some  bearing;  we  will  say  that  there  are  a  thou- 
sand cars  of  coal  that  stand  here  for  two  weeks,  just  for  the  sake  of 
argument.  If  that  coal  were  pooled  and  unallotted  at  the  rate  of 
^00  or  400  a  day,  say,  those  cars  would  be  at  the  mines  and  ready  to 
be  loaded  back  again,  and  the  greater  number  in  the  accumulation, 
the  more  trips  they  would  make.  It  seems  to  me  that  that  is  a  reason- 
able assumption,  and  that  there  is  a  loss  both  to  the  shipper  who  does 
mine  coal  and  to  others  who  are  in  need  of  cars  by  having  these 
accumulations. 

Mr.  Miller.  The  chairman  has  asked  you  about  the  curbing  of 
•exports,  and  you  answered  by  stating  that  you  believed  that  better 
means  of  distribution  would  afford  relief,  which  is,  of  course,  cor- 
rect. Now,  if  exports  were  curbed,  would  it  not  take  away  the  in- 
-centive  for  these  complications  in  pooling  that  exist  to-day — 23 
pools — and  make  possible  the  7  pools  that  you  suggest?  In  other 
words,  is  it  not,  after  all,  the  financial  incentive  in  the  export  of  coal 
that  brings  about  these  23  pools  and  ties  up  the  cars? 

Mr.  (tallow AY.  The  financial  incentive  had  no  bearing  on  the 
<;reation  of  the  pool,  but  I  have  been  informed  that  the  hi^h  prices 
paid  for  export  coal  have  been  the  incentive  to  ship  export  in  prefer- 
ence to  other  directions,  but,  so  far  as  either  destination  or  any  desti- 
nation that  the  coal  may  go  to,  it  had  no  bearing  on  the  creation  nor 
the  perpetuation  of  the  pool. 

Mr.  Miller.  Did  you  say  that,  in  your  belief,  about  1,400  cars 
were  held  up  for  illegitimate  purposes? 

Mr.  Galloway.  I  did  not  say  "  illegitimate  purposes."  What  I 
said  was  this,  that  out  of  the  total  number  approximately  that 
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number  of  loads  had  gotten  through  by  shipments  in  violation  of 
embargoes  and  by  shipments  on  what  we  term  "  fake  permits." 

Mr.  Miller.  Contrary  to  the  general  purpose  of  the  plan  ? 

Mr.  Galloway.  Yes. 

Mr.  Miller.  How  long  are  those  cars  held  at  the  tenninals  waiting 
for  a  sale  of  the  coal  at  the  high  prices  ? 

Mr.  Galloway.  I  could  not  tell  you  about  those  specific  cars.  I 
only  recall  one  case  where  some  coal  got  in  here  about  a  month  ago, 
and  we  were  informed  that  it  was  being  held  for  high  prices,  and  we 
^ave  a  pretty  broad  suggestion  to  the  fellow  who  had  that  coal  and 
they  made  very  prompt  disposition  of  it;  but  that  is  only  hearsay — 
about  what  the  prices  were.  He  did  not  offer  to  sell  it  to  us.  The 
only  time  we  do  develop  how  much  is  being  paid  for  coal  is  when 
we  confiscate  some  of  it,  and  we  have  had  it  billed  to  us  as  high  as 
$13  a  ton.  In  fact,  we  have  gotten  some  bills  that  we  are  wrangling 
over  at  $13  a  ton,  and  I  do  not  know  whether  we  will  pay  them  or  not. 

Senator  Kenyon.  Our  Italian  friends  are  paying  more  than  that, 
are  they  not  ? 

Mr.  Galloway.  Yes ;  I  believe  so.  There  has  been  keen  competition 
on  coal.  They  get  into  the  field  and  they  bid  for  it.  They  bid  for 
it  just  as  they  would  for  a  house  or  any  other  thing. 

Senator  K!enyon.  And  they  bid  most  any  price? 

Mr.  Galloway.  Yes.    . 

Senator  Kenyon.  There  has  been  a  sort  of  wild  era  of  speculation 
in   coal,   has  there  not,  that  has  brought  this  situation  about? 

Mr.  Galloway.  There  have  been  a  number  of  views  advanced  about 
coal.  I  was  talking  to  one  man  who  was  the  vice  president  of  the 
Pittsburgh  Coal  (  o. — Mr.  Walsh — who  was  in  my  office  about  a 
month  ago,  and  he  told  me  the  Pittsburgh  Coal  Co.  did  not  intend 
to  sell  any  coal  at  more  than  $3.50  a  ton. 

The  Chairman.  At  the  mine  ? 

Mr.  Galloway.  Yes. 

Senator  Kenyon.  And  he  could  make  a  good  profit  at  that? 

Mr.  Galloway.  Well,  he  seemed  to  think  so — and  he  is  a  pretty 
good-sized  shipper  of  coal. 

The  Chairman.  We  have  been  informed  that  the  Canadians  are 
buying  coal  for  about  that  price. 

Mr.  Mn.LER.  The  committee  received  a  letter  vesterday,  Mr.  Chair- 
man, from  a  mine  operator — who  mined  a  million  and  a  half  tons 
the  first  six  months  of  the  year,  which  he  sold  at  the  average  price 
of  $3.20,  and  for  the  month  of  July  at  the  average  price  of  $3.81. 

Senator  Kenyon.  Is  a  good  deal  of  this  coal  going  to  Canada? 

Mr.  Galloway.  Yes,  the  Grand  Trunk  owns  a  mine  on  the  Grand 
Trunk  Division  in  Ohio,  and  they  operate  their  own  cars  between 
the  mine  and  the  lake.  The  Canadfian  Pacific  also  has  a  mine.  They 
send  their  cars  here  from  Canada  so  as  not  to  disturb  the  supply  in 
the  States,  and  those  cars  run  in  that  trade.  We  have  the  permis- 
sion of  the  Grand  Trunk  to  load  them  back  with  ore.  In  other  words 
ore  coming  out  of  Lorraine,  where  these  cars  are  dumped  at  the  lake 
front,  we  load  them  back  to  the  furnaces  in  the  Bellaire  district, 
which  is  in  line  with  the  mines.  We  do  the  same  with  some  of  the 
Canadian  Pacific  cars. 
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Senator  Kenyon.  Canada  has  to  have  coal  right  along,  does  she- 
not? 

Mr.  Galloway.  It  seems  so.  They  have  been  buying  coal  off  our 
road  a  great  many  years.  The  Grand  Trunk  bought  coal  in  the  Ohio 
field,  I  guess,  as  long  as  10  years  ago,  before  they  bought  this  oper- 
ation. 

Senator  Kenyon.  If  Canada  is  going  to  stop  the  shipment  of  print 
paper  to  this  country,  or  wood  pulp,  we  might  answer  that  by  stop- 
ping our  shipments  of  coal. 

Mr.  Galloway.  Well,  I  do  not  know  about  that ;  but  I  would  say 
that  if  the  Grand  Trunk  and  the  Canadian  Pacific  withdrew  their 
cars  from  that  assigned  service,  and  we  had  to  throw  in  the  available 
cars  that  we  have  for  pro  rata  distribution  to  those  mines  which 
could  find  a  ready  market  in  any  direction  for  coal,  we  would  simply 
reduce  to  that  extent  the  number  of  cars  now  available  for  distribu- 
tion to  our  mines.  I  do  not  know  that  that  would  be  a  good  things 
because  we  need  all  the  cars  we  can  get. 

Senator  Kenyon.  The  problem  is  full  of  difficulties. 

Mr.  Galloway.  Yes,  sir. 

The  Chairman.  Thank  you,  Mr.  Galloway. 

Mr.  Galloway.  Not  at  all.  Senator. 

The  Chairman.  Now,  Mr.  Homer. 

STATEMENT  OF  ME.  CHABLES  0.  HOMEE,  J£.,  PBESIDENT,  SAV- 
IHGS  BANK  OF  BALTIMOEE  AND  SECOND  NATIONAL  BANK, 
BALTIMOBE,  MB. 

The  Chairman.  Mr.  Homer,  what  are  the  total  deposits  in  your 
savings  banks? 

Mr.  Homer.  Forty-two  and  a  half  million  dollars  at  the  present 
time. 

The  Chairman.  How  is  that  money  invested  ? 

Mr.  Homer.  It  is  invested  in  Liberty  bonds — about  $7,000,000 — in 
railroad  securities,  railroad  equipment  bonds,  public  utility  bonds, 
and  municipal  and  State  bonds,  and  in  mortgages. 

The  Chairman.  And  some  mortgages  on  real  estate  ? 

Mr.  Homer.  Yes ;  about  $4,000,000  in  mortgages. 

The  Chairman.  Only  $4,000,000? 

Mr.  Homer.  Yes. 

The  Chairman.  In  New  York  City  about  50  per  cent  of  the  total 
deposits  of  the  savings  banks  is  loaned  on  bond  and  mortgage. 

Mr.  Homer.  I  think  that  is  largely  due  to  the  fact  that  they  have 
restrictions  there  as  to  other  investments. 

The  Chairman.  Do  you  find  that  it  is  more  profitable  to  invest 
your  money  in  other  securities? 

Mr.  Homer.  WelL  it  is  more  liquid,  except  in  these  times. 

The  Chairman.  Have  you  much  of  a  demand  upon  your  institu- 
tion for  loans  on  mortgaged  real  estate? 

Mr.  Homer.  Well,  at  times  we  do  have.  We  have  had  of  late.  We 
have  the  ground  rent  system  here,  and  under  the  charters  of  the  sav- 
ings banks,  they  can  only  lend  on  fee  simple  property,  or  property 
subject  to  a  nominal  ground  rent. 

The  Chairman.  That  was  explained  to  us  this  morning  by  several 
witnesses.    What  are  the  total  deposits  of  your  national  bank? 
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Mr.  Homer.  The  Second  National  Bank? 

The  Chairman.  Yes. 

Mr.  Homer.  About  three  and  a  half  million  dollars. 

The  Chairman.  Your  bank  loans  money  to  the  building  and  loan 
associations  here  ? 

Mr.  Homer.  Yes. 

The  Chairman.  Just  explain  to  the  committee  how  those  loans  are 
made  ? 

Mr.  Homer.  The  loans  are  made  in  two  forms;  we  either  lend  to 
the  association,  on  the  indorsement  of  the  officers  or  directors,  or  we 
lend  by  taking  an  assignment  of  the  mortgage  as  security  for  the 
loan. 

The  Chairman.  A  great  deal  of  monej  is  loaned  by  the  banks  of 
Baltimore  to  the  building  and  loan  associations,  is  there  not? 

Mr.  Homer.  Yes ;  we  nave  a  very  good  sum  of  money  loaned  to 
building  and  loan  associations  here.  We  have  only  about  three  and 
a  half  million  dollars  on  deposit,  and  we  have  at  present  about  210,000 
loaned  to  building  and  loan  associations. 

The  Chairman.  What  rate  of  interest  do  you  charge  for  those 
loans? 

Mr.  Homer.  At  present,  6  per  cent. 

The  Chairman.  What  have  you  been  charging  in  the  past? 

Mr.  Homer.  Five  per  cent  and  five  and  a  half  per  cent. 

The  Chairman.  Are  those  loans  made  for  a  given  period,  or  sub- 
ject to  call? 

Mr.  Homer.  In  some  cases  they  are  call  loans,  and  in  other  cases 
time  loans. 

The  Chairman.  Have  you  reduced  your  loans  of  late  to  the  build- 
ing associations? 

Mr.  Homer.  No  ;  we  have  not.  I  believe  the  building  associations 
owe  us  more  money  now  than  ever  before. 

The  Chairman.  A  suggestion  was  made  this  morning  by  a  witness 
that  the  Federal  Reserve  Bank  here  in  this  district  had  advised  the 
l)anks  to  reduce  their  loans  to  the  building  and  loan  associations. 

Mr.  Homer.  I  am  a  director  of  the  branch  bank  here,  and  I  have 
not  heard  of  that. 

The  Chairman.  Then,  that  statement  is  not  correct  ? 

Mr.  HomeW  The  Federal  Reserve  Bank  at  Richmond,  and  also  the 
Baltimore  branch,  have  advised  the  banks  to  cut  down  their  redis- 
•counts,  and  to  lend  their  money  largely  to  lines  of  business  that  are 
essential,  but  they  have  not  designated  which  lines  are  essential. 
Thev  have  left  that  to  the  judgment  of  the  individual  bank  executives. 

Mr.  Miller.  Did  the  American  Bankers'  Association  make  a  re- 
port, at  the  request  of  the  Federal  Reserve  Board,  some  time  ago, 
recommending  methods  of  curtailing  inflation? 

Mr.  Homer.  I  did  not  see  it,  if  they  did. 

Mr.  Miller.  I  saw  it,  and  in  it  one  of  the  recommendations  was  to 
stop  construction  for  four  months.    That  has  not  reached  your  notice  ? 

Mr.  Homer.  I  did  not  see  that  report ;  no. 

Mr.  Miller.  I  wondered  if  it  had  had  any  influence  in  determining 
what  was  essential  and  what  was  nonessential  with  the  banks? 

Mr.  Homer.  The  bank  officer  is  undoubtedly  influenced  by  the  fact 
that  building  association  paper  is  not  eligible  for  rediscount;  and 
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with  the  demand  that  we  have  for  money,  it  is  only  natural  that  they 
should  try  to  lend  to  concerns  whose  paper  woulcl  be  eligible  for  re- 
discount. 

The  Chairman.  I  thought  some  one  said  here  this  morning  that 
the  building  loan  paper  was  eligible  for  rediscount? 

Mr.  Homer.  No,  sir.  The  only  times  that  we  have  taken  any  build- 
ing association  paper  at  the  reserve  bank  was  where  they  have  put 
it  up  as  marginal  collateral.  We  have  accepted  in  those  cases  the  obli- 
gations of  building  associations  as  collateral,  but  they  have  not  been 
discounted. 

The  Chairman.  I  got  the  distinct  impression  this  morning  that  the 
building  and  loan  associations  were  not  receiving  discounts  from  the 
banks  that  they  formerly  obtained. 

Mr.  Homer.  I  have  seen  that  statement  repeatedly  in  the  news- 
papers, and  it  may  be  so  in  isolated  cases,  but  I  do  not  think  it  is  true 
as  a  general  proposition. 

The  Chairman.  And  that  that  was  caused  by  the  attitude  of  the 
Federal  reserve  bank  toward  that  sort  of  paper.  And  you  tell  us 
now  that  that  sort  of  paper  is  not  eligible  for  rediscount? 

Mr.  Homer.  It  is  not ;  no,  sir. 

The  Chairman.  And  has  not  been? 

Mr.  Homer.  No,  sir. 

The  Chairman.  Now,  you  are  a  man  of  wide  experience  in  finan- 
cial affairs  in  this  city,  Mr.  Homer.  Let  me  ask  you,  on  the  ques- 
tion of  Federal  action,  what  can  Congress  do  to  help  in  financing 
building  operations  here? 

Mr.  Homer,  While  I  am  not  in  favor  of  the  bill  that  you  in- 
troduced  

The  Chairman  (interposing).  Which  one? 

Mr.  Homer.  The  one  about  making  the  bonds  of  building  asso- 
ciations or  companies  tax  exempt.  I  feel  that  there  could  be  some 
plan  worked  out  along  those  lines.  I  do  not  believe  in  making  any 
more  bonds  tax  exempt.  I  always  felt  that  it  was  a  mistake  to  make 
the  farm-loan  bonds  exempt.  I  think  the  more  exemptions  you  have 
the  more  of  those  securities  come  in  competition  with  the  Govern- 
ment's securities  and  the  securities  of  the  States  and  municipalities,, 
and  so  forth,  and  those  tax-exempt  bonds  help  the  rich  man  more 
than  they  do  anyone  else. 

The  Chairman.  Well,  I  quite  agree  with  you  in  that  line  of 
thought,  Mr.  Homer;  but  we  are  up  against  an  emergency,  appar- 
ently, and  relief  must  be  obtained.  The  other  day  Mr.  Otto  Kaha 
suggested — you  know  who  he  is? 

Mr.  Homer.  Yes;  Kuhn,  Loeb  &  Co. 

The  Chairman.  Yes — that  while  he  did  not  believe  in  having  any 
more  tax-exempt  securities  issued,  and  explained  that  in  his  opinion 
there  were  over  $14,000,000,000  in  existence  now  in  tax-exempt  se- 
curities, and  that  the  rich  men  of  this  country  were  taking  advantage 
of  them,  nevertheless  in  an  emergency  something  might  have  to  be 
done.  He  said  he  might  even  go  so  far  as  to  agree  that  a  limited 
amount  of  mortgages  might  be  exempt  from  taxation.  He  said  that 
while  he  did  not  want  to  see  any  more  tax-exempt  securities,  vet  it 
might  be  necessary  if  there  were  a  great  emergency.  His  theory 
was  that  the  way  to  dispose  of  this  thing  was  to  modify  or  repeal  our 
excess-profits  tax  laws 

Mr.  Homer  (interposing).  Well,  I  am  in  accord  with  him  on  that. 
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The  Chairman.  You  believe  that  we  should  repeal  the  excess- 
profits  tax  law  i 

Mr.  Homer.  Yes;  I  do. 

The  Chairman.  In  whose  interest  ?    The  big  taxpayers  ? 

Mr.  Homer.  Xo  ;  but  I  think  it  has  hampered  all  business. 

The  Chairman.  Just  tell  the  committee  how,  please. 

Mr.  Homer.  In  the  first  place,  there  is  not  any  doubt  about  it  that 
the  market  on  a  great  many  securities  does  not  reflect  the  real  value, 
and  the  prices  quoted  are  nigher  because  the  men  who  have  bought 
the  securities  at  low  figures  can  not  take  advantage  of  the  profit  they 
might  make,  because  the  greater  percentage  of  it  would  go  to  the 
Government.  Therefore,  there  is  no  real  market  for  a  great  many 
of  the  securities,  and  I  feel  that  anything  that  hampers  free  trading 
is  really  a  detriment  in  the  long  run. 

The  Chairman.  Of  course,  we  would  have  to  find  other  means  of 
getting  revenue  for  the  Government  ? 

Mr.  noMER.  Yes. 

The  Chairman.  Have  you  ever  thought  of  what  method  we  might 
utilize  for  doing  that? 

Mr.  Homer.  I  feel  that  there  are  several  methods  that  might  be 
used.  I  see  that  Prof.  Adams  has  suggested  a  tax  on  the  amount 
that  the  corporation  retains.  Say  that  a  corporation  has  earned 
$200,000,  and  has  disbursed  $120,0b0;  he  suggests  that  we  put  a  tax 
on  the  remaining  $80,000  which  the  corporation  retains  in  its  vaults. 
I  do  not  know  that  that  would  work  out  equitably  in  all  cases,  but  1 
think  there  should  be  a  tax  on  the  actual  sales  instead  of  the  excess 
profits.  When  certain  corporations  get  beyond  a  certain  percentage 
of  their  income  they  realize  that  they  are  working  for  the  Govern- 
ment and  not  for  themselves;  and  the  excess-profits  tax,  to  that  extent, 
is  a  detriment  to  business. 

The  Chairman.  Did  I  ask  you  what  recommendation  you  had  to 
make  to  relieve  the  situation  ? 

Mr.  Homer.  Frankly,  I  do  not  feel  quite  prepared  to  make  any 
specific  recommendation.  I  did  not  know  until  this  morning  that 
Iwas  expected  to  be  here  to-day,  and  1  have  not  given  it  any  thought. 

The  Chairman.  Baltimore  claims  that  she  has  a  housing  problem, 
and  I  think  she  has  demonstrated  to-day  that  she  has  one. 

xur.  Homer.  Yes ;  I  think  that  is  true. 

The  Chairman.  And  the  people  here  have  asked  us  to  come  here 
and  listen  to  their  story.  The  building  and  loan  association  people 
suggest  that  they  want  an  opportunity  to  borrow  money  from  the 
banks  more  than  they  did  in  the  past.  That  is  the  concrete  essence 
of  the  suggestion  that  we  get  here.  Now,  you  say  that  they  can  bor- 
row money  ? 

Mr.  Homer.  Well,  they  are  borrowing  as  a  matter  of  fact  from  the 
banks ;  and  I  believe  that  one  or  two  of  the  banks  here,  on  account  of 
the  condition  that  they  are  in,  have  cut  down  on  their  building  and 
loan  association  loans,  but  I  do  not  feel  that  that  has  been  done  as 
a  general  proposition.  I  believe  that  the  building  associations  are 
borrowing  as  much  as  they  usually  have  from  the  banks.  That  is 
my  personal  experience. 

Senator  Kenton.  Why  is  it  that  the  Federal  Reserve  Board  will 
not  permit  the  acceptance  of  building  and  loan  paper  for  rediscount  ? 
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Mr.  Homer.  It  is  not  considered  commercial  paper. 
Senator  Kenton.  If  that  could  be  done  it  would  relieve  the  situa- 
tion somewhat,  would  it  not? 

Mr.  Homer.  It  would  if  it  were  done  along  conservative  lines.  For 
a  while  the  Federal  Reserve  Board  regarded  as  eligible  the  paper  of 
<jotton  mills  on  the  spindle  basis.  Now  they  have  changed  that 
ruling;  at  least  the  Richmond  bank  has  notified  us  that  we  are  not 
allowed  to  take  the  paper  of  cotton  mills  at  the  reserve  bank  as 
eligible,  except  as  quick  assets  over  current  liabilities. 

Mr.  Miller.  Have  you  any  considerable  amount  of  long-term  de- 
posits in  your  bank,  Mr.  Homer? 
Mr.  Homer.  To  which  one  do  you  refer? 
Mr.  Miller.  To  the  national  bank. 

Mr.  Homer.  We  have  only  recently  started  a  savings  department 
there.    We  have  only  a  limited  amount  on  time. 

Mr.  Miller.  Do  you  intermingle  the  deposits  of  your  savings  de- 
partment with  your  commercial  deposits? 
Mr.  Homer.  Yes,  sir. 
Mr.  Miller.  They  are  intermingled  ? 
Mr.  Homer.  Yes. 

Mr.  Miller.  And  the  long-term  savings  accounts,  put  in  on  time, 
are  loaned  on  commercial  transactions  ? 
Mr.  Homer.  Yes,  sir. 

Mr.  Miller.  Do  you  consider  that  good  banking? 
Mr.  Homer.  Well,  it  is  profitable. 

Mr.  Miller.  But  is  it  sound  to  loan  long-term  deposits  on  com- 
mercial paper? 

Mr.  Homer.  If  we  were  called  upon  to  segregate  them  we  would 
have  enough  securities  to  set  aside  to  protect  the  savings  department. 
Of  course,  our  savings  department  at  the  Second  National  is  only  in 
its  infancy. 

Mr.  Miller.  I  have  been  told  that  during  the  past  few  years  the 
national  banks  of  this  country  have  accumulated  some  two  billions 
of  the  savings  of  the  people  in  their  savings  departments. 
Mr.  Homer.  I  have  never  seen  the  actual  figures. 
Mr.  Miller.  The  figure  was  given  by  one  of  the  vice  presidents  of 
a  bank  in  New  York,  who  stated  that  those  long-term  deposits  have 
been  intermingled  with  other  deposits. 
Mr.  Homer.  I  think  that  is  the  rule  in  all  national  banks. 
Mr.  Miller.  And  that  that  money  has  been  loaned  on  short-term 
commercial  paper. 
Mr.  Homer.  Yes ;  I  think  so. 

Mr.  Miller.  Now,  if  that  $2,000,000,000  were  in  the  savings  banks 
of  the  country,  it  miffht  be  loaned  on  real  estate  and  other  long-term 
securities  for  which  it  is  suitable;  whereas,  the  practice  of  the  national 
banks  in  drawing  upon  the  funds  in  their  savings  departments  is 
decreasing  available  long-term  money. 
Mr.  Homer.  I  think  that  is  true  to  a  very  large  extent. 
Mr.  Miller.  To  the  extent  of  about  $2,000,000,000,  if  that  figure  is 
correct. 

Mr.  Homer.  Whatever  the  amount  may  be.  You  see,  the  national 
banks  in  cities  are  restricted  on  their  loans.  We  can  not  make  loans 
on  farm  property,  except  up  to  60  per  cent  of  its  tax  value,  within 
a  certain  limit  of  the  city — a  certain  distance. 
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Mr.  MiixER.  That  is  on  the  theory  that  you  take  deposits  of  money 
subject  to  check,  and  therefore  you  should  loan  it  out  on  short  term? 

Mr.  Homer.  Yes. 

Mr.  Miller.  But  when  you  take  money  on  long  term,  and  use  it 
for  loaning  on  wool  or  cotton  or  what-not — anythmg  that  fluctuates 
in  value — you  are  subjecting  the  long-term  depositors  to  an  undue 
risk,  and,  at  the  same  time,  taking  long-term  money  away  from  its 
legitimate  field,  are  you  not  ? 

Mr.  Homer.  Well,  that  is  true  to  a  limited  extent.  Nearly  every 
national  bank  has  enough  long-term  securities  to  set  aside  to  protect 
its  savings  deposits,  if  it  were  called  upon  to  do  so  by  the  comptroller's 
department. 

Mr.  Miller.  The  country  is  now  being  served  quite  well  by  a 
short-term  system  of  banking,  but  the  short-term  system  is  reaching 
over  into  the  long-term  field. 

Mr.  Homer.  That  is  true. 

Mr.  Miller.  And  the  long-term  field  is  the  sufferer,  and  we  have 
a  housing  shortage  which  could  be  relieved  to  the  extent  of  that 
§2,000,000,000  that  are  on  deposit  as  savings  in  national  banks. 

Mr.  Homer.  I  think  all  of  the  savings  banks,  generally,  from  what 
I  can  understand,  have  been  losing  money  of  late.  We  have  lost 
about  not  quite  a  million  two  hundred  thousand  dollars  since  the 
1st  of  April  in  our  deposits.  The  result  is  that  we  have  not  that 
much  money  to  put  out  on  mortgage  at  the  present  time.  We  have 
not  bought  any  securities  recently. 

Mr.  Miller.  I  think  the  conamittee  would  appreciate  it  if  you 
would  send  us  your  suggestions  as  to  modification  of  the  home  loan 
banking  bill. 

Mr.  Homer.  I  would  rather  do  that  in  writing. 

Mr.  Miller.  Yes ;  at  some  future  time. 

Mr.  Homer.  I  have  read  Senator  Calder's  bill. 

The  Chairman.  Is  that  all  you  have  to  ask,  Mr.  Miller? 

Mr.  Miller.  Yes,  Senator. 

The  Chairman.  Is  there  anything  further  that  you  think  of  that 
you  would  care  to  suggest  to  the  committee,  Mr.  Homer  ? 

Mr..  Homer.  I  think  not,  Senator. 

The  Chairman.  Gentleman,  I  am  very  sorry  that  the  committee 
can  not  hear  several  more  of  you  who  are  here,  but  we  have  got  to 

fo  now  to  make  an  inspection  of  the  dumping  dock,  and  Senator 
[enyon  has  to  get  away.  If  Mr.  Emmons  will  write  me  a  letter 
giving  me  his  views  of  the  situation,  I  will  be  very  glad  to  have  it — 
or  any  others  of  you  gentlemen. 

We  wish  to  thank  the  citizens  of  Baltimore  for  coming  here 
to-day,  and  to  thank  the  .newspapers  for  their  cordial  support ;  and 
if  anyone  has  any  suggestion  to  make,  just  let  us  have  them  at  No. 
29  A\  est  Thirty-ninth  Street,  New  York  City ;  and  if  the  real  estate 
and  building  interests  of  the  city  would  like  to  have  us  arrange  for 
cooperation  Detween  themselves  and  the  railroads  in  order  to  secure 
better  deliveries  of  materials,  if  they  will  write  me  we  will  try  to 
fix  it  up  for  them. 

(Whereupon,  at  4.50  o'clock  p.  m.,  the  committee  adjourned,  to 
meet  in  Philadelphia,  Pa.,  at  the  office  of  the  mayor  of  Philadelphia, 
on  Thursday,  August  19, 1920,  at  10  o'clock  a.  m.) 
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THTJBSDAY,  AT7GT7ST  10,  1020. 

United  States  Senate, 
Select  Committee  on  Recx)Nstruction  and  Production, 

Philadelphia^  Pa. 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m.^ 
in  the  mayor's  hearing  room.  City  Hall,  Senator  William  M.  Calder 
presiding. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  A.  J.  R.  Curtis,  assistants  to  the  committee. 

STATEMXNT  OF  EON.  T.  HAMPTON  HOOBE,  lEATOB  OF  THE  CITT 

OF  PHILADELPHIA. 

Mayor  Moore.  Ladies  and  gentlemen,  at  the  suggestion  of  my 
former  colleague  in  the  House,  the  present  senior  Senator  from  New 
York,  Mr.  Calder^  who  is  chairman  of  a  subcommittee  on  housing 
of  the  Senate,  which  has  to  do,  I  understand,  with  an  inquiry  as  to 
what  may  be  done  by  the  Federal  Government  to  assist  in  relieving 
housing  congestion  throughout  the  United  States,  the  mayor  invited 
such  good  citizens  as  might  be  interested  to  come  to  this  meeting 
place  this  morning  in  order  that  those  who  desire  to  be  heard  might 
appear  before  Senator  Calder  and  his  committee  and  express  them- 
selves, so  far  as  time  will  permit  and  it  may  be  appropriate,  upon 
this  very  vital  question. 

Before  introaucing  the  Senator,  so  that  he  may  go  on  with  the 
proceedings,  the  mayor  wishes  to  have  him  and  his  colleagues  know 
that  Philadelphia  is  essentially  a  city  of  homes,  better  known  per- 
haps because  of  its  prosaic  two-story  houses  than  any  other  city  of 
the  country.  Its  two-story  house,  ordinarily  with  six  rooms  and  a 
bath,  occupied  independently  by  a  family,  who  may  or  may  not  own 
it,  has  been  adopted  by  other  cities  and  found  to  be  as  feasible  else- 
where as  it  is  here.  We  ^lory  in  it  because  the  man  who  occupies  it 
usually  owns  it;  and,  being  an  owner  of  real  estate,  and  therefore 
responsible,  and  having  a  property  interest,  he  becomes  a  good  citi- 
zen, calculated  to  sustain  lawful  government,  to  uphold  peace  and 
good  order  in  the  community,  and  to  do  all  those  things  which  can 
tend  to  make  life  worth  the  living  in  a  great  municipality.  The 
man  who  owns  real  estate  or  who  has  an  interest  in  his  own  home  is 
likely  to  aid  most  in  those  things  which  tend  toward  civic  betterment 
and  to  ward  off  those  things  which  are  offensive  to  the  peace,  welfare, 
and  good  order  of  the  community. 

Just  what  Senator  Calder  has  in  mind,  I  am  not  sure,  except  that 
when  we  were  both  in  Congress  he  had  a  particular  interest  in  the 
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matter  of  housing,  and  when  the  great  revenue  bills  were  up  in  Con- 
gress, I  having  had  much  to  do  w^ith  them  as  a  member  of  the  Ways 
and  Means  Committee  and  of  the  various  conference  committees  to 
act  upon  revenue  legislation,  he  had  certain  suggestions  with  respect 
to  mortgages  and  house  construction^  and  the  encouragement  of  those 
engaged  in  house  construction,  which  may  or  may  not  have  been 
enibodied  in  legislation.  I  think  his  main,  thought  with  respect  to 
the  relief  from  taxation  of  those  who  might  be  encouraged  to  pur- 
chase  Tind  hold  mortgages  was  not  speci&ally  incorporated  in  the 
revenue  laws.  The  Senator  nods  his  assent,  so  I  assume  my  state- 
ment is  correct.  But  I  would  have  him  know,  since  he  comes  from 
a  great  municipality  like  our  own,  that  we  are  very  much  interested 
in  housing  here,  and  that  we  have  our  problems  as  they  have  in  other 

freat  cities  of  the  United  States,  and,  in  fact,  throughout  the  world, 
fy  figures  are  not  accurate,  but  we  have  in  the  neighborhood  of 
400,000  separate  dwellings  in  the  city  of  Philadelphia;  and,  there- 
fore, we  are  entitled  to  be  regarded  as  a  city  of  homes ;  and  the 
major  portion  of  these  dwelling  are  occupied  by  their  owners,  which 
tends  to  justify  the  statement  I  have  just  made  with  regard  to  good 
citizenship,  peace,  and  good  order. 

At  the  present  time  we  do  not  have  sufficient  houses  to  accommo- 
date all  those  who  would  like  to  live  in  separate  homes.  We  are 
gradually  becoming,  as  New  York  has  long  since  become,  a  city  en- 
couraging tenement  construction,  and  what  might  be  called  the  mul- 
tiple house  or  the  house  accommodating  more  than  one  family.  This 
may  be  a  good  thing  or  it  may  be  a  bad'thin^;  but  it  is  a  part  of  the 
tendency  of  the  times,  and  we  are  subject  to  it  now  as  some  others  of 
the  large  cities  have  been  for  some  time.  The  Senator  probably  is 
aware  of  the  causes  leading  up  to  this  congestion  and  to  the  lack  of 
separate  dwellings.  We  have  gone  through  a  great  war,  and  that 
war  made  extravagant  and  unusual  demands  upon  the  people  and 
upon  the  public  purse.  It  seized  our  young  men  and  sent  them  to 
war,  and  it  taxed  our  people  almost  to  the  limit ;  but  it  paid  very  high 
wages  for  such  labor  as  it  employed,  and  it  paid  enormously  for  all 
material;  and  the  draft  upon  labor  and  material  was  so  great  that 
there  was  stagnation  in  many  parts  of  the  country  with  respect  to 
those  private  operations  undertaken  ordinarily  by  individuals  and 
from  which  the  (xovernment  itself  should  be  free.  I  take  it  that  we 
are  not  generally  here  in  favor  of  the  Government  undertaking  to 
build  houses  or  to  enter  into  enterprises  that  compete  with  private 
enterprises;  and  I  take  it  that  all  of  us  would  encourage  private 
enterprises  to  go  forward  and  develop  house  construction  to  the  limit, 
or  up  to  whatever  the  demand  of  the  tenant  might  be.  I  think  that 
is  a  fair  statement  of  the  sentiment  of  Philadelphia  with  respect  to 
Government  ownership  and  operation  of  homes. 

During  the  war  the  Government  did  build  a  number  of  homes  in 
this  city.  Those  homes  it  is  now  gradually  disposing  of.  In  most 
instances  the  tenants  are  buying  those  homes,  and  the  Government 
is  releasing  itself  from  ownership  and  from  operation. 

Now,  we  are  back  again  to  the  question  of  the  supply  and  the  de- 
mand as  it  may  be  met  by  those  who  indulge  in  private  enterprise. 
We  have  the  builders — the  best  in  the  country,  we  think — full  of 
enterprise  and  energy,  and  desirous  of  going  forward.    The  city  is 
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particularly  anxious  to  afford  all  conveniences  to  the  builder.  We  are 
opening  streets  and  sewers  as  rapidly  as  the  public  funds  will  permit ; 
and  since  this  administration  came  into  power — though  in  office  now 
only  seven  months — we  have  accompfished  more  in  the  way  of  street 
construction  and  improvement,  sewer  construction,  and  water- nipe 
laying,  I  think  I  am  safe  in  saying,  than  was  done  during  the  whole 
period  of  the  war  by  the  preceding  administration.  We  will  not 
charge  this  up  against  the  preceding  administration,  except  to  say 
that  the  war  hindered  all  municipal  development  here  as  it  hindered 
work  generally  throughout  the  I  nited  States  that  was  not  specially 
preferred  for  purposes  of  Government. 

I  would  have  Senator  Calder  know  these  general  facts  before  he 
begins  to  hear  the  various  citizens  who  desire  to  be  heard.  The  city 
of  Philadelphia  is  very  anxious  to  keep  pace  with  the  spirit  and  the 
energy  and  the  enterprise  of  the  operative  builder.  The  operative 
builder  is  ready  to  go  ahead,  but  he  meets  with  conditions  which  are 
very  severe,  and  he  finds  he  is  unable  to  obtain  the  labor  necessary, 
even  at  the  highest  possible  wages,  to  keep  up  with  the  present  de- 
mand for  building  and  construction  and  for  homes  in  this  city.  He 
is  unable  to  obtain  material.  Unhappily,  this  is  the  only  nation  on 
earth  that  is  still  at  war  with  Germany,  and  we  are  hamstrung  and 
tied  down  because  of  war  restrictions  with  respect  to  the  transporta- 
tion of  material  that  still  prevail.  Only  last  week  it  was  necessary 
for  this  great  municipality  of  two  millions  of  people  to  make  special 
and  strenuous  efforts,  almost  to  the  point  of  putting  an  embargo 
upon  others,  to  insist  upon  the  release  of  cars  sufficient  to  bring  from 
the  very  near  city  of  bethlehem  enough  rails  to  enable  us  to  con- 
struct an  elevated  railroad,  in  order  to  accommodate  the  hundreds  of 
thousands  of  our  people  who  are  demanding  improved  transporta-, 
tion  facilities ;  and,  Senator,  this  is  one  of  tne  things  that  you  will 
have  to  consider — that  we  are  still  at  war — ^the  only  nation  on  earth — 
the  only  civilized  nation  still  at  war  with  Germany,  and  prevented, 
by  reaaon  of  war  restrictions,  from  going  forward  with  great  enter- 
prises, because  still  the  Government  has  a  preference  over  private 
enterprise  in  all  matters  of  transportation  and  with  respect  to  ma- 
terial^, and  to  a  large  extent  is  responsible  for  the  high  prices  that 
still  prevaU  as  to  various  commodities  throughout  the  United  States ; 
and  1  Y^J^^^  say  particularly  as  to  labor  costs,  but  responsible 
largely  JEor  the  draft  upon  labor  which  has  made  it  almost  impos- 
sible for  private  employers  to  go  forward  with  their  enterprises. 

Now,  another  thing  that  I  wish  to  speak  about,  as  the  mayor  of 
the  city,  relates  to  that  phase  of  the  housing  problem  which  deals 
with  health  and  sanitation.  I  read  this  morning  that  there  would 
be  a  protest  to  the  mayor  against  the  razing  of  a  number  of  build- 
ings on  the  south  side  of  the  Parkway,  because  the  people  who  occu- 
pied those  buildings  were  unable  to  find  other  homes.  1  do  not  ordi- 
narily determine  questions  of  this  kind  in  advance,  and  therefore 
will  not  anticipate  what  may  be  said  by  those  who  nave  a  right  to 
be  heard ;  but  I  will  say  that  such  buildings  as  those  on  the  south 
side  of  the  Parkway  had  better  be  removed  forever  from  the  surfac© 
of  Philadelphia  in  order  that  the  people  now  occupying  them  in 
unsanitary  quarters  may  move  to  some  other  places  where  the  quar- 
ters are  sanita^.    I  make  this  statement  as  a  general  proposition. 
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because  it  affects  the  matter  of  sanitation  and  housing  throughout 
this  city,  and  particularly  in  certain  of  our  congested  wards^  where, 
if  the  mayor  finds  that  he  has  t]be  support  of  the  people,  he  intends, 
so  far  a^  he  can  get  the  power,  to  remove  certain  objectionable  dwell- 
ings—those that  house  the  uniortunate  and,  sometimes,  the  vicious — 
sometimes  the  criminal — ^in  order  that  those  who  have  been  living  in 
these  unsanitary  quarters,  these  unsavory  surroundings,  shall  be 
obliged  to  obtain  housing  quarters  that  are  more  compatible  with 
oui^  style  of  civilization. 

1  say  this  so  that  even  the  department  of  public  health  may  have 
notice,  because  while  we  were  complaining  bitterly  in  recent  months 
about  the  conditions  that  held  heretofore  with  respect  to  the  city's 
inability  apparently  to  meet  those  unsavory  housing  conditions,  they 
still  to  a  large  extent  prevail ;  and  if  it  is  due  to  insufficient,  inade- 
quate, incompetent,  or  culpable  inspection,  we  shall  undertake  to  cor- 
rect that  system  of  inspection,  just  as  we  said  it  should  be  done  in 
preceding  years.    [Applause.] 

Now,  Senator,  that  much  by  way  of  an  introduction.  You  have  a 
great  problem,  and  I  know  you  are  able  to  handle  it  well  and  that  the 
result  of  your  labor  will  be  a  report  to  the  Senate  of  the  United 
States  that  will  be  helpful,  whether  it  affects  the  question  of  taxation 
or  the  relief  of  mortgage  holders,  or  their  encouragement  in  any 
form.  That  is  your  business,  and  not  mine ;  but  I  am  sure  that  you 
will  find  a  welcome  on  the  part  of  the  citizens  of  Philadelphia,  as  you 
have  already  found  it  on  the  part  of  your  old  friend  and  collea^e, 
the  mayor,  and  that  you  will  find  here  as  much  intelligence  and  high- 
grade  thought  upon  the  housing  problem  as  you  will  find  anywhere 
else  in  your  travels  throughout  the  United  States. 
'  I  have  the  honor  of  introducing  the  Hon.  William  M.  Calder, 
chairman  of  the  subcommittee  on  housing  of  the  United  States  Sen- 
ate, senior  Senator  of  the  Empire  State.    [Applause.] 

From  this  point,  ladies  and  gentlemen,  the  Senator  will  preside. 
He  has  a  list  of  those  who  will  be  called  upon,  and  I  am  sure  he  will 
be  quite  fair  in  hearing  all  those  who  desire  to  be  heard  within  rea- 
sonable limits — Senator  Calder. 

The  Chairman.  Just  before  you  leave  the  chamber,  Mr.  Mayor,  in 
beh^f  of  the  committee  I  wisli  to  exnress  my  appreciaticm.  of  your 
very  cordial  meeting.  I  knew  we  would  have  it,  and  I  knowjtoo  that 
the  people  oi  Philadelphia  who  are  assembled  here  have  a  Kirowledpe 
of  tne  situation  concerning  housing  and  construction  generallv  in  tne 
city.  We  have  inquired  already  into  some  of  the  tnin^  that  you 
have  mentioned  in  your  address,  and  I  purpose  dealing  with  them  in 
a  short  story  I  have  arranged  to  read  to  the  people  assembled  before 
we  begin  the  hearing. 

Mayor  Moore.  I  would  like  to  hear  it,  Senator.    I  will  remain. 

The  Chairman.  It  will  take  perhaps  10  minutes  to  read  it. 

Mayor  Moobe.  I  will  be  verv  glad  to  hear  it. 

The  Chairman.  Ladies  and  gentlemen,  the  United  States  Special 
Committee  on  Keconstruction  was  created  as  a  result  of  a  resolution 
passed  in  the  Senate  toward  the  close  of  the  last  session.  Its  purpose 
is  to  recommend  measures  at  the  approaching  session  of  Cfongress 
which  may  encourage  the  cooperation  of  persons  and  corporations 
engaged  in  transportation,  finance,  etc.,  with  the  building  industry, 
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to  the  end  that  construction  work  of  all  kinds  may  be  fostered  and 
encouraged. 

With  the  demands  for  higher  standards  of  living,  the  national 
plant,  which  must  be  depended  upon  to  produce  the  means  to  supply 
such  demands,  has  greatly  deteriorated  during  the  war.  It  is  saia 
that  some  $6,000,000,000  is  still  needed  to  put  our  railroads  in  proper 
condition  to  meet  the  demands.  Public  utilities  throughout  the 
United  States  are  depleted  so  that  the  slums  are  in  the  remaking. 
The  housing  situation  throughout  the  Nation  is  a  more  serious  prob- 
lem to-day  than  ever  before  in  the  Nation's  history.  It  may  not  be 
great  exaggeration  to  say  that  the  total  amount  of  money  necessary 
to  rehabilitate  the  depleted  national  plant  at  present  costs  will  ap- 
proach in  magnitude  a  sum  equivalent  to  our  entire  national  debt. 

Necessary  construction  was  deferred  during  the  war  in  order  that 
the  war  might  be  prosecuted.  It  must  be  caught  up  in  order  to  give 
adequate  earning  power  to  the  Nation.  Deferred  construction  is- in 
fact  a  part  of  our  war  debt,  and  it  must  be  paid  before  the  war  debt 
can  be  paid« 

Many  ideas  have  been  advanced  as  to  how  production  should  be 
increased.  It  is  the  belief  of  the  members  of  this  committee  that  in 
order  to  increase  production  we  must  first  increase  our  means  of 
production — our  tools  of  industry. 

During  the  war  the  Nation  found  it  necessary  to  appropriate 
$100,000,000  for  housing  of  workers  for  the  war  industries.  This  is 
an  evidence  of  the  housing  shortage  existing  in  those  districts.  The 
expense  of  this  work  varied  from  some  $600  per  room  for  housing  . 
men  to  some  $1,500  per  room  in  Washington  for  housing  women. 
This  work  was  done  at  a  time  when  construction  cost  perhaps  half 
what  it  does  at  the  present  time. 

The  housing  shortage  is  so  great  that  the  effect  of  this  govern- 
mental expenditure  during  the  war  is  unnoticeable  at  the  present 
time.  Industrial  expansion  and  immigration  will  require  housing 
developments  on  a  very  much  greater  scale  in  the  future ;  so  great, 
indeed,  that  it  will  be  beyond  the  power  of  the  Government  either  to 
finance  or  administer  sucn  housing  work.  Private  initiative  must  be 
called  upon,  as  in  times  past,  to  settle  such  a  problem. 

In  this  country  there  is  an  abundance  of  land  at  moderate  prices, 
for  land  has  probably  experienced  the  effect  of  inflation  much  less 
than  anything  else,  and  there  is  an  abundance  of  raw  materials. 
There  are  willing  and  anxious  sellers  of  this  land  and  raw  materials ; 
on  the  other  hand,  there  is  such  a  demand  for  housing  and  industrial 
construction  that  the  willinj^ess  of  the  buyers  to  buy  at  substantially 
increased  prices  is  reco^ized  bv  all,  and  the  wonder  is  that  the 
willing  bu^r  and  the  willing  seller  are  unable  to  get  together  and 
that  committees  of  citizens  in  almost  ^very  city  and  town  of  the 
United  States  are  unable  to  get  them  together. 

In  England  there  is  not  plenty  of  land  and  plenty  of  raw  materials, 
and  neitner  is  the  citizenry  possessed  with  a  desire  for  home  owner- 
ship. They  are  rather  content  to  live  under  conditions  of  tenantry. 
It  will  be  seen  from  this  that  the  English  problem,  on  which  that 
Government  has  spent  $500,000  a  year  for  tne  last  three  years,  and 
which  has  finally  resulted  in  the  subsidizing  of  the  builder  by  the  .^ 
Government,  paying  him  £70  for  each  room  of  each  house  he  builds,  is  ^ 
much  more  difficult  of  solution  than  our  own  problem.  .v 
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The  cause  of  many  of  our  difficulties  was  Federal  interferences,  and 
the  cure  must  be  not  only  in  the  removal  of  these  Federal  interfer- 
ences but  in  the  encouragement  of  construf  tion  work  of  all  kinds  by 
the  Federal  (jovernment,  in  order  that  the  health  and  the  earning 
power,  and  therefore  the  credit  of  the  Nation,  may  be  restored.  In 
other  words,  ladies  and  gentlemen,  this  is  not  a  local  problem  with 
you  here,  or  with  us  in  New  York,  or  with  Chicago,  or  St.  Louis. 
This  housing  question  is  a  Federal  problem. 

What  can  this  committee  recommend  to  break  down  the  barriers 
between  the  willing  buyer  and  the  willing  seller?  From  testimony  of 
experts  and  practical  builders,  manufacturers  of  materials,  of  bank« 
ers,  and  engineers,  it  appears  that  the  initial  obstacle  is  transporta- 
tion. Many  projects  have  been  started  but  can  not  be  completed  be« 
cause  they  can  not  get  transportation  for  the  necessary  materials. 
The  mayor  referred  a  moment  ago  to  the  occasion  when  you  were 
unable  to  get  rails  to  improve  your  transportation  facilities  here* 
The  season  for  building  to  relieve  conditions  during  the  coming  year 
is  fast  slipping  by. 

The  committee,  therefore,  at  the  outset  addressed  its  energy  to  the 
transportation  problem.  During  the  Civil  War  some  3,000  miles  of 
railroads  were  built,  and  after  the  war  the  railroads  were  rapidly 
extended.  During  the  past  war  no  railroads  were  built,  and  the  con- 
struction of  lines  and  equipment  has  been  greatly  curtailed.  The 
shortage  of  transportation  must  therefore  be  recognized  and  the 
limited  facilities  must  be  used  first  to  supply  food,  fuel,  and  shelter 
for  the  people. 

Through  representations  of  this  committee  to  the  Interstate  Com- 
merce Commission  early  in  July,  a  hearing  was  granted  to  the  build- 
ing industry,  a  result  of  which  was  the  release  of  some  65,000  cars 
previously  held  under  car-service  order  No.  7,  but  which  were  found 
unsuitable  for  the  transportation  of  coal.  This  release  of  65,000  cars 
was  followed  by  the  release  of  15,000  additional  cars  by  an  order  of 
the  Interstate  Commerce  Commission  on  July  28. 

Through  the  cooperation  of  the  Association  of  Railway  Executives, 
it  has  been  arranged  that  a  committee  representing  the  construction 
industry  in  each  locality  shall  sit  with  a  representative  of  the  Associ- 
ation oi  Railway  Executives  as  a  court  of  appeal  to  secure  transpor- 
tation for  necessary  construction.  This  includes  housing,  hospitals, 
and  other  structures  which,  in  the  opinion  of  this  joint  committee, 
are  necessary  for  public  welfare.  These  committees  are  now  in  the 
process  of  organization  in  the  principal  industrial  centers  through- 
out the  country. 

Through  representations  by  this  Senate  committee,  the  Interstate 
Commerce  Commission  has  put  into  effect  stringent  orders  designed 
to  prevent  the  reconsignment  of  cars  for  purposes  of  speculation  in 
coal.  These  reconsignment  orders  had  been  urged  by  carriers  and 
the  large  coal  operators  for  several  months  past. 

The  committee  has  also  taken  up  the  question  of  the  use  of  idle 
vessels  of  the  Shipping  Board  in  order  that  coastwise  shipping  may 
be  used  to  the  fullest  extent,  to  relieve  the  railroad  shortage.  The 
committee  was  informed  that  in  the  harbor  of  Baltimore  there  are 
some  50  or  60  ships  which  have  remained  idle  for  some  time  waiting^ 
for  cargoes,  and  that  there  are  5,000  cars  of  coal  now  in  that  district. 
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of  which  at  least  1,400  are  in  defiance  of  priority  orders  and  permits, 
and  that  the  efficient  use  of  the  docks  at  Baltimore  is  prevented  by  the 
distribution  of  the  coal  into  some  23  pools. 

As  to  taxation,  it  has  been  represented  to  this  committee  that  this 
is  the  basic  difficulty  in  the  construction  industry,  for  the  tendency  pf 
the  times  seems  to  have  been  rather  toward  trading  in  the  products  of 
the  old  plant  than  investment  of  money  in  new  and  more  efficient 
plant.  A  revision  of  the  taxation  system  which  would  throw  the 
burden  of  taxation  upon  expenditures  rather  than  upon  savings, 
which  would  not  discourage  private  initiative,  and  would  not  throw 
capital  into  tax-exempt  securities,  has  been  strongly  urged.  As 
temporary  measures  tor  relief,  the  exemption  from  taxation  by 
municipalities  of  new  construction  for  a  a  period  of  years  has  been 
suggested.  The  exemption  of  taxation  upon  mortgages  has  also  been 
suggested,  as  well  as  the  exemption  from  taxation  of  the  profits  de- 
rived from  construction  if  such  profits  are  reinvested  in  new  con- 
struction. The  home-loan  bill,  which  has  been  introduced  in  Con- 
gress, is  designed  to  make  more  available  the  great  assets  of  the 
building  and  loan  associations. 

The  attention  of  the  civic  committees  throughout  the  United  States 
should  be  strongly  directed  against  profiteering  in  finance.  The  man 
who  is  willing  to  build  a  home  should  be  given  long-term  accommo- 
dations in  loans  equal  to  those  accorded  the  farmer"  under  the  farm 
loan  bill. 

Investors  in  property  should  not  be  harrassed  by  bonus  require- 
ments which  are  now  being  resorted  to  by  money  lenders,  I  am  sorry 
to  say,  in  order  to  evade  the  usury  laws. 

1  can  not  too  strongly  draw  your  attention  to  the  necessity  of 
immediate  correction  of  this  abuse,  for  its  effect  upon  the  cost  of 
housing,  upon  rentals,  and  upon  labor  will  be  nation  wide  and  will 
offset  all  the  work  which  can  be  done  by  patriotic  citizens  to  relieve 
the  congestion  in  housing. 

I  am  pleased  to  say  that  encouraging  reports  have  been  received 
from  throughout  the  country  as  to  the  increasing  efficiency  of  labor. 
This  efficiency  should  be  met  with  a  corresponcung  efficiency  and  a 
nondisposition  to  profiteer  in  the  production  of  materials. 

The  price  of  building  materials  has  practically  doubled  since  the 
war,  and  while  in  some  cases  this  is  due  to  profiteering  on  the  part 
of  the  producers,  it  is  in  many  cases  caused  by  speculation  due  to  the 
uncertainties  of  transportation.  It  must  be  borne  in  mind  that  the 
increased  cost  of  transportation  has  greatly  affected  the  basic  costs  of 
building  materials.  It  is  said  that  the  cost  of  transportation  of  build- 
ing materials  was  increased  in  1918  on  an  average  of  50  per  cent, 
compared  with  an  average  of  25  per  cent  increase  placed  on  other 
comodities  at  that  time.  It  is  now  proposed  to  increase  this  trans- 
portation cost  by  another  40  per  cent,  which  we  are  informed  will 
cause  the  consumer  of  building  materials  to  pay  $2.40,  as  against  each 
dollar  which  he  paid  for  transportation  prior  to  June,  1918. 

In  granting  the  increase  of  40  per  cent  to  the  railroads  I  am  glad 
to  say  that  the  Interstate  Commerce  Commission,  after  hearing  the 
building  industry,  has  recommended  to  the  carriers  that  they  give 
consideration  to  the  hardships  imposed  upon  the  building  industry 
and  grant  relief  where  necessary. 
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This  committee  has  already  taken  initiative  and  made  representa- 
tions to  the  carriers  as  to  the  ultimate  effect  of  greatly  increased  cost 
of  transportation  of  building  materials  upon  housing  and  other  con- 
struction, it  being  argued  that  the  prosperity  of  the  coimtry  depends 
upon  the  prosperity  of  its  basic  industries,  and  that  if  construction 
is  hampered  the  country  can  not  grow;  and  therefore  in  the  long 
run  the  carriers  will  be  deprived  of  business  which  might  otherwise 
fall  to  them  through  general  prosperity. 

The  costs  of  building  materials  have  also  been  greatly  increased 
by  the  costs  of  fuel.  In  times  past  lime  burners  which  paid  as  low 
as  85  cents  a  ton  for  coal  are  now  paying  from  $4  to  $14  a  ton  for 
coal  at  the  mines. 

This  committee  has  necessarily  given  much  attention  to  the  present 
coal  situation  in  order  to  free  cars  for  construction  purposes  and 
head  off,  if  possible,  the  housing  shortage  feared  during  the  coming 
autumn.  It  now  appears  that  coal  gouging  may  soon  be  a  matter  of 
the  past.  Yesterday  a  definite  break  in  coal  prices  was  reported  from 
the  Connellsville  district,  prices  falling  as  low  as  $6  per  ton.  To-day 
reports  have  been  received  that  yearly  contracts  for  export  coal  have 
be^n  made  at  a  price  of  $5  per  ton. 

Car-service  orders  Nos.  10  and  11  were  designed  to  force  coal  into 
the  Northwest  apd  Mew  England,  thus  causing  a  buyer's  market  by 
delivering  large  Quantities  of  coal  into  these  districts  before  the 
export  trade  coula  be  permitted  to  use  cars.  Encouraging  reports 
are  now  being  received  daily  as  to  the  delivery  of  coal  to  the  North- 
west. It  is  estimated  by  some  that  during  the  present  week  the  aver- 
age will  be  over  4,000  cars  daily,  while  some  predict  that  the  present 
week  will  show  a  total  national  production  of  12,000,000  tons,  making 
this  the  banner  week  of  the  year.  I  sincerdy  hope  that  these  predic- 
tions will  be  realized. 

The  car  shortage,  which  has  been  used  by  unscrupulous  coal  oper- 
ators as  an  excuse  tor  extortion,  is,  1  hope,  no  longer  a  menace.  jDe- 
liveries  in  the  Northwest  are  said  to  be  no  longer  inadequate,  and, 
according  to  the  testimony  of  Interstate  Commerce  Commissioner 
Aitchison  before  this  committee  on  i^  riday  last,  it  appears  that  the 
Interstate  Commerce  Commission  and  the  railroads,  in  cooperation, 
have  the  coal-car  situation  so  well  in  hand  that  some  85,000  cars  have 
been  released  for  construction  purposes  and  general  industry. 

The  public  must  bear  in  Aiind  that  while  the  railroad  facilities  are 
taxed,  relief  in  the  East  is  always  available  through  the  use  of  idle 
vessels  under  the  control  of  the  Shipping  Board,  which  have  carry- 
ing capacity  ample  to  relieve  any  emergency  in  New  England.  It 
has  been  represented  to  the  Shipping  Board  by  the  chairman  of  this 
committee  and  also  by  Mr.  Daniel  Willard,  chairman  of  the  advisory 
committee  of  the  Association  of  Railway  Executives  that  ocean  rates 
should  be  immediately  reduced  from  $2.75  per  ton  to  $1.50,  from 
Hampton  Eoads  to  Boston,  in  order  that  traffic  may  be  diverted  to 
ocean  routes  and  railroad  facilities  correspondingly  relieved.  The 
Government  is  at  liberty  at  any  time  to  take  this  action. 

The  exports  of  coal  from  the  United  States,  which  while  now  aver- 
a.2:ing  upward  of  half  a  million  tons  per  week  (approximately  five 
times  the  normal  amount)  may  be  curtailed  at  any  time  by  the  In- 
terstate Commerce  Commission  through  orders  directing  the  use  of 
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cars  for  other  purposes.  I  say  the  Government  is  at  liberty,  because 
the  Government,  through  the  Shipping  Board,  ladies  and  gentlemen, 
owns  this  great  fleet  of  Shipping  Board  vessels;  and  it  would  be 
better,  it  seems  to  me,  for  the  Government  at  this  time  and  for  the 
next  two  or  three  months,  to  carry  coal  from  Hampton  Roads  and 
Baltimore  to  New  England,  even  if  it  carries  it  at  a  loss,  to  relieve 
the  general  conditions  of  the  country.  We  recommended  to  the 
Shipping  Board  that  they  do  that,  and  we  hope  that  they  will  do  so. 

A  temporary  restriction  of  exports  to  a  sufficient  extent  to  curb 
coal  speculation  and  relieve  the  car  shortage  has  already  been  urged 
by  this  committee. 

It  has  been  recognized  by  the  coal  operators  themselves  that  it  is 
to  their  advantage  to  make  and  carry  out  reasonable  contracts.  It 
now  seems  that  the  public  may  help  itself  in  stopping  coal  gouging 
by  insisting  upon  reasonable  terms  and  upon  fulfillment  of  coal  con- 
tracts. Should  this  Senate  committee  receive  information  from  buy- 
ers of  coal  that  contracts  are  continually  being  violated  for  the 
alleged  reason  that  cars  are  unavailable,  this  committee  is  in  posi- 
tion to  recommend  measures  to  Congress  to  put  an  end  to  such  abuses. 
If  such  specific  car  shortages  are  called  to  the  attention  of  the  Inter- 
state Commerce  Commission,  that  body  is  in  a  position  to  supply  the 
necessary  cars,  and  yet,  through  the  cooperation  of  the  coal  opera- 
tors themselves,  speedy  relief  may  be  brought  about  if  cases  of  goug- 
ing are  brought  to  the  attention  of  the  National  Coal  Association. 
The  courts  are  always  available  either  through  civil  or  criminal 
processes. 

Testimony  of  various  witnesses  before  the  Senate  committee  has 
fixed  $4  as  a  maximum  price  for  bituminous  coal  at  the  mines ;  indeed, 
the  committee  is  to-day  idvised  by  one  of  the  large  coal  operators 
who  mined  one  and  a  half  million  tons  of  bituminous  coal  during  the 
first  seven  months  of  this  year,  that  the  average  price  which  is  re- 
ceived for  this  coal  during  these  seven  months  was  $3.20,  and  that  the 
average  price  which  he  received  during  the  month  of  July  was  $3.81. 
Continued  high  price  of  coal  will  result  in  another  step  up  in  the 
cost  of  living  and  an  increase  in  the  cost  of  construction  which  must 
inevitably  react  in  increased  rentals. 

That  concludes  the  statement  that  I  have  prepared.  I  want  to  lay 
these  facts  before  you  to  indicate  just  what  we  have  been  trying  to 
do.  While  our  committee  was  really  appointed  by  the  Senate  to  take 
up  the  question  of  housing,  which  we  believe  to  be  a  nation-wide  one, 
we  have  delved  into  many  of  those  things  which  relate  directly  and 
indirectly  to  the  housing  shortage — transportation,  fuel,  and  financ- 
ing. We  have  held  sessions  in  the  city  of  New  York  and  in  the  citj 
of  Baltimore,  and  it  is  only  natural  tjiat  we  should  come  here  to  this 
great  city  of  homes,  which  has  got  so  much  to  encourage  home  owners, 
rather  than  tenantry,  which  is  the  prevailing  practice  in  the  city  in 
which  I  live.      ' 

I  want  to  thank  you,  Mr.  Mayor,  for  your  cordial  reception.  [Ap- 
plause.] 

The  committee  has  received  several  communications  from  people 
residing  in  the  city,  making  complaints  concerning  certain  specific 
thiners.  One,  for  instance,  is  from  a  lady  who  complains  of  some  one 
holding  out  her  deposit  on  the  purchase  price  of  a  house. 
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If  this  ladv  is  present,  she  will  understand  that  I  will  hand  her 
telegram  to  tne  mayor,  and  will  have  him  turn  it  over  to  the  district 
attorney.  Those  are  matters,  of  course,  with  which  the  local  au- 
thorities only  can  deal.    We  can  only  deal  with  the  Federal  matters^ 

The  committee  would  like  to  hear  now"  from  Mr.  Walter  H.  John- 
son, of  the  Philadelphia  Electric  Co. 

STATEMENT  OF  ME.  WALTER  H.  JOHNSON,  VICE  PEESIDENT 

PHILADELPHIA  ELECTEIC  CO. 

Mr.  Johnson.  Senator,  after  listening  to  your  splendid  address^ 
I  am  a  little  at  a  loss  to  know  just  how  I  snail  begin  my  statement. 

I  was  extremely  well  pleased  to  learn  of  the  action  that  you  are 
endeavoring  to  take  with  the  Shipping  Board.  One  of  the  things  that 
caused  a  good  deal  of  trouble  in  the  past  in  the  way  of  a  car  shortage^ 
has  been,  I  am  advised,  that  the  all-rail  rate  to  New  England  wa& 
$1.40  a  ton  cheaper  than  by  water.  Railroad  people  tell  me  that  that 
meant  about  three  cars  lost.  Now,  as  I  said,  your  report  covered  most 
of  those  things  in  splendid  shape. 

I  am  going  to  talk  of  the  Philadelphia  Electric  Co.'s  condition^ 
and  to  an  extent  this  covers  similar  electric-light  companies  through- 
out the  United  States. 

Until  the  Interstate  Commerce  Commission  issued  its  various  or- 
ders, and  especially  that  special  order  for  the  Philadelphia  Electric 
Co.,  we  ran  for  weeks  on  one  day's  supply  of  coal — and  we  use  3,000 
tons  a  day.  If  it  had  not  been  for  the  splendid  help  that  we  received 
from  our  large  shippers,  like  Peale,  I^eacock  &  Kerr  and  Madiera 
Hill  &  Co.,  some  one  would  have  had  to  confiscate  coal  for  us.  The 
fir^t  relief  came  in  order  No.  8,  when  Madigra  Hill  &  Co.  let  us  have 
12,000  tons  over  and  above  our  contract  for  immediate  delivery,  at  a 
very  fair  and  reasonable  price.  Now,  Senator^  I  do  not  know  whether 
I  am  going  along  the  lines  that  you  desire.  I  should  have  said  I  am 
not  here,  of  course,  to  say  anything  derogatory  to  help  that  other 
people  may  need.  I  am  talking  now,  as  I  said  before,  for  the  Phila- 
delphia Electric  Co.  only. 

The  ChairMx\n.  Mr.  J*ohuson,  we  know  of  your  difficulties. 

Mr.  Johnson.  Yes. 

The  Chairman.  We  know  that  from  witnesses  who  appeared  before- 
the  committee  in  New  York.  We  know  that  a  special  order  was  issued 
to  relieve  the  Philadelphia  condition.  We  know,  too,  from  an  ex- 
amination of  witnesses  in  New  York,  of  the  condition  of  the  public 
utilities  there  and  the  public  utilities  in  Baltimore ;  and  we  assume  that 
you  have  had  the  same  problems. 

Mr.  Johnson.  Correct. 

The  Chairman.  What  we  wofild  like  to  know  is  your  view  of  the 
general  situation.    You  are  the  president 

Mr.  Johnson  (interposing).  No;  vice  president.     » 

The  Chairman.  Of  the  Philadelphia  Electric  Co.? 

Mr.  Johnson.  Yes. 

The  Chairman.  Now,  just  what  is  the  function  of  that  company? 

Mr.  Johnson.  Supplying  light  and  power  by  electricity  tnrough- 
out  the  entire  city  of  Philadelphia,  and  in  a  great  portion  of  ttie 
adjacent  territory. 
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The  Chairman.  Do  vou  furnish  power  for  the  industries  here? 

Mr.  Johnson.  We  do. 

The  Chairman.  Do  you  furnish  the  gas  here,  or  only  the  electric 
power  ? 

Mr.  Johnson.  No:  Mr.  Thompson,  of  the  United  Gas  Improvement 
Co.,  will  speak  for  the  gas  interests. 

The  Chairman.  Do  you  furnish  the  power  to  operate  the  surface 
railroads? 

Mr.  Johnson.  The  great  bulk  of  it.  We  operate  also  on  the  Penn- 
sylvania Railroad  all  their  electrification. 

The  Chairman.  What  are  your  coal  needs — your  total  coal  needs — 
■each  year? 

Mr.  Johnson.  We  will  bum  this  year  938,000  tons.  We  have  on 
"Contract  1,020,000  tons. 

The  Chairman.  So  that  you  contracted  for  your  total  supply  at 
the  usual  time  this  year? 

Mr.  Johnson.  Yes ;  but  we  have  had  to  go  into  the  market. 

The  Chairman.  Yes :  we  will  come  to  that  later.  So  that  you  did 
everything  possible,  as  you  have  in  past  years,  to  prepare  for  any 
■emergency  to  take  care  of  your  business? 

Mr.  Johnson.  Correct. 

The  Chahiman.  And  your  contracts  were  made  when  ? 

Mr.  Johnson.  Some  of  them  were  made — ^the  bulk  of  them,  I 
should  say,  were  made  three  years  ago.    They  are  five-year  contracts. 

The  Chairman.  And  they  were  made  with  responsible  coal  opera- 
tives ? 

Mr.  Johnson.  Oh,  very  responsible;  yes.  I  have  named  them — 
Peale,  Peacock  &  Kerr,  j nd  Madiera,  Hill  &  Co.,  and  they  run  for 
five  years. 

The  Chahiman.  At  what  prices? 

Mr.  Johnston.  To  Peale,  Peacock  &  Kerr  we  are  paying  now  about 
$3.60  a  long  ton,  and  we  are  paying  Madiera,  Hill  &  Co. — we  do  not 
buy  as  much  from  them  and  therefore  we  are  paying  them  a  little 
higher  price — I  think,  $3.90.    . 

The  Chairman.  At  the  mine? 

Mr.  Johnson.  Yes;  at  the  mines — a  long  ton. 

The  Chairman.  And  your  contract  provic^es  that  a  certain  amount 
of  coal — a  specific  amount — shall  be  delivered  each  month  ? 

Mr.  Johnson.  Correct. 

The  Chairman.  And  in  this  arrangement  do  you  endeavor  to  build 
up  a  surplus  supply  for  winter?  ' 

Mr.  Johnson.  Yes ;  beginning  the  1st  of  April  we  speed  up.  Our 
consumption  goes  down  and  we  try  to  push  the  shipments. 

The  Chairman.  You  consume  more  in  the  winter  than  in  the  sum- 
mer, of  course  ? 

Mr.  Johnson.  Yes;  and  the  difference  goes  on  the  lot,  and  in 
normal  times  we  always  felt  nervous  if  we  did  not  have  three  months' 
supply.  Of  course  during  the  war  we  had  about  30  days'  supply, 
and  by  the  time  we  reached  the  1st  of  April  we  were  very  much  down. 

The  Chairman.  And  then  you  began  to  build  up? 

Mr.  Johnson.  Yes;  and  then  we  began  to  build  up,  until  these 
railroad  strikes  came  along,  and  by  June  12  we  were  down  to  one 
(lay's  supply  of  coal,  and  we  lived  that  way  until  we  got  this  special 
or^er  No.  8. 
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The  Chairman.  And  now  you  are  getting  all  that  you  need,  and 
you  are  commencing  to  build  up  a  little  surplus? 

Mr.  Johnson.  We  have  to-day  about  46,000  tons  on  the  lot,  and  we 
are  using  on  an  average  about  20,000  tons  a  week;  so  we  have 
about 

The  Chairman  (interposing).  Two  and  a  half  weeks'  supply? 

Mr.  Johnson.  No  ;  we  have  at  one  station  here — I  have  the  facts 
on  a  memorandum  here — at  one  of  our  large  Schuylkill  stations,  from 
which  the  Pennsylvania  Kailroad  and  the  Philadelphia  Rapid 
Transit  get  the  bulk  of  our  current,  we  have  12.2  days^  supply  on 
hand;  at  our  big  Chester  station  we  have  13.9  days'  supply  on  hand; 
and  at  our  Tacony  station  we  have  46.5  days'  supply  on  hand.  At 
Tacony,  on  account  of  the  winter  conditions,  we  must  enter  the 
winter  there  with  a  hundred  days'  supply. 

The  Chairman.  What  reason  did  the  coal  operators  dealing  with 
you  give  for  not  keeping  up  with  your  supply  during  the  spring? 

Mr.  Johnson.  Car  shortage.  Peale,  Peacock  &  ^rr  are  only  21 
per  cent  behind  in  their  contract,  showing  that  they  have  given  us 
splendid  treatment. 

The  Chairman.  Did  you  have  any  reason  to  believe  that  these  coal 
contractors  were  selling  coal  to  outsiders  at  a  spot  price? 

Mr.  Johnson.  Not  uie  slightest  suspicion  that  they  would  do  it; 
no.  They  are  too  high  grade.  Madiera,  Hill  &  Co.  are  only  15  per 
cent  behind  in  their  contract. 

The  Chairman.  That  is,  now  ? 

Mr.  Johnson.  Yes,  now.  This  means,  of  course,  April  to  April — 
the  coalyear. 

The  Chairman.  And  you.  attributed  the  difficulty  to  what,  Mr, 
Johnson  ? 

Mr.  Johnson.  Car  shortage.  I  will  give  you  an  example.  One  of 
the  new  contracts  we  made  to  meet  our  increasing  demands,  we 
made  a  contract  with  the  Climax  mine  for  100,000  tons.  We  get  the 
entire  output  of  that  mine.  Owing  to  car  shortage,  they  are  61  per 
cent  behind  in  their  contract.  They  are  gaining  a  little  now  under 
this  preference  order,  but  thej  have  been  as  high  as  67  per  cent 
behind.  They  have  a  mine  ratmg  of  67  cars  a  week,  and  I  have  seen 
it  when  they  only  got  9. 

The  Chairman.  What  proportion  of  the  coal  that  you  required  for 
use  during  this  early  summer  and  spring  did  you  have  to  go  out  and 
bu V  at  a  spot  price  ? 

Mr.  Johnson.  Well,  74,000  tons,  actually.  Now,  12,000  tons  of 
that  we  got  at  a  decent,  respectable  price,  as  I  told  you,  from  one 
of  our  regular  shippers.  Another  large  firm  let  us  have  a  hundred 
cars  at  a  fair  price.  We  bought  around  60,000  tons  of  coal,  ranging 
from  $9.50  to  $12.75  at  the  mines,  and  I  have  had  coal  offered  since — 
somebody  phoned  in  and  very  kindly  offered  us  coal  at  $17.90  at  the 
mines,  but  we  said  we  would  shut  down  first. 

The  Chairman.  Will  you  give  the  committee  the  names  of  the  men 
from  whom  you  purchased  this  coal  at  this  high  price? 

Mr.  Johnson.  I  could  not  give  that  to  you  now.  It  is  done  through 
various  channels,  you  know — brokers  and  everything  else. 

The  Chairman.  I  would  like  the  name  of  the  personyou  boiight 
from.  Will  you  take  our  address  in  New  York — 29  West  Tliirty-ninth 
Street — and  send  that  to  us  later  ? 
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Mr.  Johnson.  Yes,  sir :  I  will  do  so. 

The  Chairman.  So  at  the  time  you  were  buying  this  spot  coal,  about 
what  proportion  was  that  of  your  total  consumption  during  the  period 
you  were  buying  it  ? 

Mr.  Johnson.  We  were  using  during  that  period  about  75,000  to 
80,000  tons  of  coal  a  month.  Using  3,000  tons  a  day,  and  only  having 
a  day's  supply  on  the  lot,  is  some  job  to  keep  your  stations  runnini^. 
One  man  was  working  day  and  night  until  he  killed  himself,  ^ye 
only  used  to  buy  spot  coal  and  then  we  would  shove  our  regular  coal 
on  the  lots,  and  that  is  how  we  come  to  have  on  the  lots  to-day  46,000 
tons. 

The  Chahoian.  During  the  time  that  you  were  buying  spot  coal, 
what  percentage  was  that  of  your  total  consumption? 

Mr.  Johnson.  I  could  not  answer  that.  We  are  consuming  3,000 
tons,  and  we  bought  in  the  neighborhood  of  74,000  tons,  and  that  was 
spread  over  from  June  until,  I  think,  some  time — well,  when  this 
preferential  order.  No.  9,  came  out  we  stopped  buying  any  high- 
priced  coal. 

The  Chairman.  That  was  when,  please? 

Mr.  Johnson.  Was  not  that  July  21 1    I  think  it  was? 

Mr.  M1I4LER.  Yes. 

The  Chairman.  You  have  been  informed,  I  presume,  of  the  fact 
that  we  are  exporting  a  great  deal  of  coal  to  Europe  ana  other  parts 
of  the  world  ? 

Mr.  Johnson.  Yes,  sir.  I  attended  those  sessions  in  Washington 
as  one  of  the  utility  representatives.  I  heard  the  chairman  01  the 
car  service  board  say  tnat  for  the  first  five  months  they  had  ex- 
ported 6,000,000  tons,  or  4,000,000  tons,  more  than  during  the  five 
months  of  1919. 

The  Chairman.  The  fibres  indicate  that  during  the  past  three 
months  we  have  exported  about  four  times  as  much  as  we  ever 
exported  before. 

Mr.  Johnson.  Yes. 

The  Chairman.  Do  you  think  those  heavy  exports  have  affected 
the  supply  here  to  you  and  other  industries  throughout  the  country? 

Mr.  tfoHNsoN.  They  use  up  the  cars. 

The  Chairman.  Yes. 

Mr.  Johnson.  You  see,  as  A  miner  said  to  me,  a  man  can  mine 
rock  and  black  sand,  and  ship  it  as  "  pool  No.  18,"  and  he  gets  cars 
just  like  the  next  fellow — ^the  honest,  decent,  respectable  miner.  Now, 
if  you  could  close  down  on  that  kind  of  thing,  and  the  railroads 
could  get  their  eauipment — but  you  do  not  get  the  car  allotment  by 
reason  of  those  fellows.  They  are  entitled,  under  the  law,  to  as  much 
as  a  decent,  respectable  miner  gets,  and  the  equipment  is  being  used 
up  in  carrying  rock  and  black  sand. 

The  Chairman.  If  instead  of  exporting  four  times  as  much  as  we 
used  to  we  only  exported  about  twice  as  much ;  in  other  words,  cut- 
ting down  our  exports  one-half,  and  releasing  those  transportation 
facilities  for  home  needs,  that,  you  believe,  would  relieve  the  situa- 
tion materially,  do  you  not  ? 

Mr.  Johnson.  Very  much. 

The  Chairman.  Have  you  been  informed  that  practically  all  of 
this  export  coal  was.  spot  coal  ?  In  other  words,  that  the  coal  opera- 
tors here  were  getting  the  big  prices  for  that  export  coal  ? 
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Mr.  Johnson.  I  do  know  that  a  man  from  England  appealed  to  a 
coal  shipper  for  coal,  and  he  said  he  had  not  any  to  sell  him,  and 
then  casually  he  asked  him  what  he  could  afford  to  pay  for  coal, 
and  if  my  memory  is  correct,  he  said  he  could  afford  to  pay  as  high 
as  $21  per  net  ton  at  the  mine  for  the  coal. 

The  Chairman.  Have  you  heard,  Mr.  Johnson,  that  Great  Britain 
has  fixed  the  price  on  her  export  coal,  and  also  the  quantity  that  she 
shall  export,  and  that  that  quantity  is  one-third  as  much  as  it  was 
before? 

Mr.  Johnson.  I  have  been  so  advised ;  yes,  sir. 

The  Chairman.  So  that  evidently  we  are  filling  the  vacant  place 
that  England  formerly  occupied,  in  supplying  the  coal  for  the  world? 

Mr.  Johnson.  Yes,  sir. 

The  Chakman.  And  if  it  is  a  fact  that  the  export  coal  is  going  out 
at  these  high  prices,  undoubtedly  that  is  reflected  in  the  high  prices 
that  the  American  consumer  is  compelled  to  pay? 

Mr.  JoHHNsoN.  Yes. 

The  Chairman-  Mr.  Storrow,  the  New  England  coal  administrator 
said  recently  before  our  committee  that  these  large  exports  of  coal 
At  the  high  prices  being  paid  for  export  coal,  in  his  judgment,  meant 
an  additional  payment  on  the  part  of  the  American  consumer  of  at 
least  $300,000,000  this  year. 

Mr.  Johnson.  I  would  not  be  a  bit  surprised  at  that. 

The  Chairman.  Is  there  anything  else  that  you  care  to  say  to  the 
-committee  ? 

Mr.  Johnson.  I  think  I  have  covered  about  everything.  There  is 
no  use  of  my  putting  on  the  record  the  general  statement  of  the  gen- 
eral conditions.    You  know  them,  of  course. 

The  Chairman.  Yes. 

Mr.  Johnson.  As  I  said.  Senator,  I  was  extremely  well  pleased 
with  your  address,  and,  in  closing,  the  only  thing  I  would  like  to  add 
is  that  I  would  like  to  see  nothing  done  or  recommended  in  the  slight- 
est to  curtail  the  orders  of  the  Interstate  Commerce  Commission ;  but 
I  should  like  very  much  to  have  you  see  the  necessity  of  requesting 
that  they  extend  order  No.  9  not  only  to  September  21  but  longer  and 
cut  out  iree  sU)ra«:e.  If  we  have  not  150,000  tons  of  coal  on  our  lot  as 
a  minimum  on  November  15,  we  are  going  to  have  trouble  and  some- 
body is  going  to  confiscate  coal  to  keep'us  going  when  the  elements  are 
against  us;  and,  in  my  judgment,  it  is  very  easy  for  them  to  check 
US  up ;  they  get  these  reports  every  day  that  we  get,  and  it  is  very  easy 
for  them  to  check  up  and  say, "  We  will  allow  ypu  six  weeks'  supply,^' 
and  you  tell  them  what  your  six  weeks'  supply  is,  and  prove  it  to  them 
if  necessary,  and  that  is  what  ought  to  be  done.  Order  No.  9  should 
be  employed. 

The  Chairman.  Mr.  Johnson,  this  is  a  railroad  problem.  It  is  a 
<liftieult  one. 

Mr.  Johnson.  Yes. 

The  C  iiATiaiAX.  We  are  here  to  encourage  the  Nation's  industries. 
We  want  to  try  to  find  out  how  to  do  it  and  we  want  to  try  to  en- 
(•oura<re  the  railroads  and  the  men  who  are  conducting  a  decent 
business,  and  particularly  to  encourage  the  construction  industries  of 
the  Nation.  We  feel  that  there  is  a  great  calamity  facing  the  Nation 
which  may  put  us  in  a  year  or  two  in  a  position  where  Great  Britain 
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is,  where  she  is  actually  pajring  subsidies  for  builders  to  build  houses ; 
and  we  are  trying  to  take  time  by  the  forelock  and  avoid  that.  Now, 
the  railroad  companies,  as  you  know,  are  trying  to  increase  their 
mileage  each  day. 

Mr.  Johnson.  Yes. 

The  Chairman.  And  you  gentlemen  and  everybody  else  can  help 
by  getting  the  coal  out  of  the  coal  cars  and  providing  facilities  for 
dumping  them  and  getting  them  back  again. 

Mr.  Johnson.  Yes. 

The  Chairman.  And  every  industry  here  and  in  every  other  part 
of  the  country  could  do  what  they  can  in  that  direction. 

Mr.  Johnson.  That  is  what  we  are  doing. 

The  Chairman.  We  are  paying  the  war  cost  now.  We  have  done 
nothing  to  increase  our  railroad  facilities  and  our  business  and  plant 
facilities  during  the  war,  and  we  are  paying  the  cost  of  that.  It  is 
going  to  take  us  some  time  to  get  back,  and  we  have  all  got  to  help 
to  get  back. 

Mr.  Johnson.  Well,  generally  speaking  for  the  public  utilities,  we 
had  to  go  ahead  in  order  to  function.  1  have  had  nothing  but  the 
kindest  thoughts  from  th^  office  boy  up  to  the  highest  official  with 
their  desire  to  be  helpful  to  us  in  this  coal  crisis. 

The  Chairman.  Thank  you,  Mr.  Johnson.  Now,  is  Mr.  Thompson 
in  the  room,  please — Mr.  Paul  Thompson? 

STATEMEirr  OF  MB.  PAUL  THOMPSON,  VICE  PBESIDENT,  TTNITED 
QAS  IMPBOVEMENT  CO.,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Thompson,  you  have  heard  the  testimony  of 
Mr.  Johnson.    Can  you  add  anjrthing  to  that,  from  your  experience  ? 

Mr-  ThompsoK.  Well.  Senator,  I  think  our  experience  would  run 
fairlv  parallel  with  the  experience  of  Mr.  Johnson  and  the  Phila- 
delphia Electric  Co.  The  United  Gas  Improvement  Co.  is  the  op- 
erating gas  company  of  the  Philadelphia,  gas  works.  The  ms  works 
are  owned  by  the  municipality  and  leased  to  the  United  Gas  improve- 
ment Co.  We  supply  gas  to  about  425,000  people  in  the  city  of 
Philadelphia. 

The  Chairman.  Four  hundred  and  twenty-five  thousand  ? 

Mr.  Thompson.  Yes. 

The  Chairman.  Families? 

Mr.  Thompson.  Meters  or  accounts.  Gas  is  used  for  lighting  for  a 
limited  extent,  and  largely  for  heating  and  industrial  purposes  in 
manufacturing  establishments.  The  company  is  very  vitally  inter- 
ested in  the  building  situation,  which  you  have  described  m  your 
very  admirable  address.  To  properly  function,  it  must  be  in  position 
to  iumish  the  facilities  of  gas  to  such  new  houses  as  may  be  built. 
It  is  also  tremendously  interested  in  being  able  to  furnish  the 
facilities  for  those  houses  which  have  been  built  and  which  they  are 
now  supplying,  and  the  coal  situation  and  the  oil  situation  present 
difficulties  not  only  physical  shortage  but  of  economic  shortage,  for 
the  reason  that  unless  the  gas  can  be  produced  at  a  price  that  is  less 
than  the  selling  price — ana  the  cost  of  coal  and  oil  and  labor,  which 
enter  into  the  gas,  are  the  factors  in  that  situation — neither  the  gas 
companies  nor  any  utility  can  properly  function ;  and,  in  that  respect, 
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we  are  vitally  interested  in  these  very  hiffh  costs  which  have  been 
brought  about  by  many  conditions,  some  of  which  I  believe  are  con- 
trollable, and  some  of  which  it  will  be  difficult  to  control. 

Our  experience  has  been  about  the  same  as,  that  of  the  Philadelphia 
Electric  Co.  in  the  matter  of  the  supply  of  coal.  I  think  that  we 
have  obtained  about  50  per  cent  of  our  contract  coal.  We  have  paid 
as  high  as  $10.50  a  ton  tor  spot  coal  at  the  mines.  You  will  appre- 
ciate that  a  ton  of  gas  coal  produces  somewhere  between  9,000  and 
10,000  cubic  feet  of  gas,  and  if  the  price  goes  from  $6  to  ^11,  that 
there  is  45  cents  added  to  the  cost  or  gas,  which  is  way  beyond  the 
margin  of  any  gas  company,  to  my  knowledge. 

The  Chairman.  Ana  you  can  not  add  that  to  the  price  as  building- 
material  men  can? 

Mr.  Thompson:  No  ;  we  can  not.  Then,  too,  the  high  cost  of  coal 
has  been  reflected  in  the  price  of  oil,  and  we  are  very  large  con- 
sumers of  oil,  running  up  to  about  50,000,000  gallons  a  year. 

Now,  the  increase  in  the  price  of  oil  in  the  last  year  from  5  cents 
a  gallon  to  13.5  a  gallon  reflected  in  50,000,000  gallons  of  oil  is  a 
very  large  siun,  so  that  I  speak  of  it  as  an  economic  shortage  as  well 
as  a  physical  shortage,  and  our  interest,  of  course,  is  in  being  able  to 
properly  function  so  that  we  can  take  care  of  such  buildings  as  may 
be  erected. 

We  are  tremendously  interested^  Senator,  in  convincing  you  of  the 
advisability  of  assisting  us  in  a  request  to  the  Interstate  Commerce 
Commission  for  an  extension  of  Order  No.  9  beyond  September  21,. 
which,  as  vou  know,  provides  for  car  assignments  for  coal  contracts^ 
and  also  the  broadening  of  that  order,  so  that  we  could  increase  our 
stocks.  When  approaching  the  winter  season,  even  under  the  most 
favorable  railroad  conditions,  we  have  difficulties  in  transportation. 
I  do  not  recall  any  year  in  the  past  20  years  that  we  have  not  drawn 
on  our  stocks  very  materially  through  the  winter  months — especially 
in  the  plants  in  the  North,  wnere  we  have  snow  and  interruptions  due 
to  weather  conditions ;  and  unless  we  can  build  up  our  stocks,  we  cer- 
tainly will  be  considerably  handicapped,  and  compelled  either  to 
shut  down  or  to  get  some  relief  in  the  way  of  having  cars  consigned  to 
other  people  diverted  for  our  use,  which  is  of  a  semipublic  character ; 
and,  therefore,  if  the  Interstate  Commerce  Commission  could  be  per- 
suaded to  broaden  its  order  so  as  to  allow  for  a  car  assignment  which 
would  provide  for  more  than  the  daily  needs,  it  would  very  materially 
assist  us  in  our  problems — and  our  problems  are  public  problems. 

The  Chairman.  I  realize  how  difficult  the  situation  is  with  you,  and 
how,  after  all,  the  continued  operation  of  the  public  utilities  of  a  com- 
munity is  an  important  thing.  The  community  must  have  heat  and 
light  and  transportation,  and  when  they  fail,  everything  else  fails 
and  the  committee  will  be  very  glad  to  take  into  consideration  your 
request.  We  have  had  similar  requests  from  other  communities,  but 
we  are  convinced  that  relief  would  come  if  something  were  done  to 
curtail  the  great  exports  of  coal.  The  condition  prevailing  to-day  is 
that  we  are  exporting  four  times  as  much  coal  as  ever  before,  and  the 
public  utilities  of  Philadelphia  and  other  great  cities  are  crying  for 
coal,  and  the  industries  of  the  whole  countrv  are  at  a  standstill  be- 
cause of  a  need  of  transportation  facilities,  which  makes  the  situation 
very  trying  indeed. 
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Mr.  Thompson.  I  am  not  sufficiently  well  acquainted  with  you,  sir, 
to  ask  you  to  accept  my  statement,  but  I  understand  that  the  estimated 
export  of  coal  is  about  30,000,000  tons  per  annum,  and  that  in  con- 
nection with  the  export  of  coal,  not  only  is  that  a  verj  large  item  so 
far  as  tonnage  is  concerned,  but  the  shipping  question  involved  means 
tying  up  of  cars  for  an  abnormally  long  time ;  so  that  it  would  affect 
considerably  more  than  30,000,000  tons  of  coal  per  annum  in  the  quick 
use  of  cars,  if  they  were  not  tied  up  at  the  export  points. 

The  Chairman.  Mr.  Thompson,  you  are  a  user  of  considerable  oil? 

Mr.  Thompson.  Yes;  we  use  in  Philadelphia — I  might  say  that 
we  are  the  operators  of  the  Philadelphia  plant,  and  we  are  also 
largely  interested,-  as  stockholders  in  a  number  of  other  plants 
throughout  the  country — gas  and  electric  plants.  In  Philadelphia 
we  will  use,  I  think,  in  the  next  12  months  fifty  to  sixty  million 

fallons  of  oil,  and  in  the  plants  in  which  we  are- interested  as  stock- 
olders  we  will  use^in  the  aggregate  very  nearly  that,  amount  more, 
so  I  think  that  we  are  intereS^d  really  in  the  use  of  nearly  a  hun- 
dred gallons  of  oil  per  annum. 

The  Chairman.  The  prices  of  oil  are  higher  this  year  than  last 
year,  are  they  not? 

Mr.  Thompson.  Our  contract  for  oil,  which  expired  within  the  last 
two  months,  was  5  cents  a  gallon.  We  have  contracted  for  part  of 
our  supply,  the  oil  companies  not  being  willing  to  make  a  contract 
for  more  than  six  months,  and  we  are  paying  13^  cents,  so  our  cost 
is  increased  8^  cents  a  gallon. 

The  Chairman.  How  does  that  price  compare  with  the  price  five 
years  ago? 

Mr.  Thompson.  The  price  five  years  ago  was  3  cents  a  gallon. 

The  Chairman.  Have  you  any  idea  with  respect  to  the  exports 
of  oil  ?. 

Mr.  Thompson.  No  ;  I  have  not. 

The  Chairman.  Whether  they  have  increased  in  the  last  year  or 
two  or  within  the  last  year? 

Mr.  Thompson.  No  ;  I  do  not  think  I  could  give  you  any  informa- 
tion on  that.  My  impression  is,  however,  that  there  is  a  greater 
volume  of  export  of  oil,  although  that  was  somewhat  complicated 
by  the  war  conditions,  in  supplying  fuel  to  the  Navy. 

The  Chairman.  Mr.  Thompson,  the  price  of  the  commodity  that 
you  are  manufacturing  is  fixed  by  law  or  by  public  regulation  t 

Mr.  Thompson.  The  price  of  our  commodity  is  fixed  in  the  lease 
between  the  city  of  Philadelphia  and  ourselves. 

The  Chairman.  What  price  are  you  allowed  to  charge? 

Mr.  Thompson.  We  charge  $1  a  thousand  cubic  feet,  of  which  25 
cents  is  paid  to  the  city  treasurer  under  the  agreement;  so  that  we 
have  for  our  own  purposes — that  is,  for  paying  the  cost  of  opera- 
tion and  the  cost  oi  production  75  cents  per  thousand  feet,  which  is 
a  very  inadequate  amount,  and  which  is  at  the  present  time  the  sub- 
ject of  negotiations  with  the  city  for  the  purpose  of  attempting  to 

get  relief. 

The  Chairman.  Can  the  city  increase  that  price  without  resort  to 

legislation? 
Mr.  Thompson.  Yes ;  the  city  has  the  power  to  increase  the  price. 
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The  Chairman.  Is  there  a  public-service  commission  here  that 
passes  upon  that  or  do  the  mayor  and  the  council  pass  on  that  ? 

Mr.  Thompson.  There  is  a  public-service  commission.  I  think  I 
would  not  care  to  have  what  I  am  about  to  say  taken  down,  Senator. 

The  Chairman.  Never  mind,  Mr.  Stenographer. 

(Informal  discussion  off  the  record.) 

The  Chairman.  Is  there  anything.else  you  care  to  say  to  the  com- 
mittee, Mr.  Thompson? 

Mr.  Thompson.  I  think  I  have  nothing  further,  sir,  except  to 
again  emphasize  my  hope  that  you  will  see  fit  to  request  the  Inter- 
state Commerce  Commission — we  believe  you  have  the  right  to  make 
that  request — in  connection  with  the  extension  of  Order  No.  9,  and 
the  broadening  of  that  order,  to  allow  us  to  stock  coal  and  not  be  lim- 
ited to  a  supply  only  sufficient  for  our  daily  use. 

The  Chairman.  I  have  no  doubt  that  something  of  that  kind  may 
be  done  to  take  care  of  you.    I  thank  you,  Mr.  Thompson. 

Mr.  Miller.  Even  though  that  required  a  curtailment  or  curbing 
of  exports? 

Mr.  TnoaipsoN.  Even  though  it  involves  a  curtailment  of  exports  ? 

Mr.  Miller.  Yes. 

Mr.  Thompson.  I  think  that  our  own  domestic  situation  is  para- 
mount. I  think  we  are  not  dealing  with  this  as  if  we  were  doing 
something  that  entirely  redounded  to  our  own  benefit. ,  When  we 
have  the  custody  of  the  comfort  and  the  necessities  of  425,000  houses 
or  consumers  in  the  city  of  Philadelphia,  it  is  something  more  than 
merely  a  personal  matter  or  a  corporate  matter. 

The  Chairman.  How  much  coal  does  your  concern  use  annually 
here  ? 

Mr.  Thompson.  We  use,  I  would  think,  an  average  of  about  1,800 
tons  a  day.  It  is  a  seasonal  consumption ;  that  is,  we  use  more  in  the 
winter  than  we  do  in  the  summer;  but  I  think  the  average  would  be 
in  the  neighborhood  of  1,800  tons  a  day,  about,  of  all  grades  of  fuel ; 
that  is,  anthracite  coal,  gas  coal,  and  boiler  fuel. 

The  Chairman.  Thank  you  very  much,  Mr.  Thompson. 

Mr.  Thompson.  Not  at  all,  Senator.    I  thank  you,  sir. 

The  Chairman.  Is  Mr.  Maize,  of  the  Philadelphia  Eapid  Transit 
Co.,  in  the  room? 

STATEMENT  OF  MB.  WILLIAM  L.  MAIZE,  PUECHASINa  AGENT, 
PHILADELPHIA  RAPID  TBANSIT  CO.,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Maize,  have  you  anything  to  add  to  what  the 
other  gentlemen  have  said  here? 

Mr.  Maize.  Nothing,  sir,  except  that  we  would  like  very  much  to 
see  the  extension  and  broadening  of  the  order  No.  9  of  the  Inter- 
state Commerce  Commission,  in  order  to  secure  an  uninterrupted 
supply  of  coal  for  the  operation  of  our  power  stations.  We  are  get- 
ting, at  the  present  time,  on  a  contract  of  125,000  tons  of  coal,  which 
was  made  in  March — we  are  getting  excellent  deliveries  from  our  con- 
tractors, Madeira,  Hill  &  Co.,  as  far  as  their  ability  to  deliver  to  us 
will  permit.  They  can  not  do  it,  however,  apparently,  unless  the 
.  assigned  equipment  is  given  to  us.  If  we  are  compelled  to  go  into 
the  outside  market  to  buy  spot  coal  it  very  seriously  interferes  with 
the  cost  of  transportation,  and  we  have  a  fixed  fare  of  5  cents,  and 
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if  we  are  not  permitted  or  are  not  able  to  get  coal  at  our  contract 
price,  it  cuts  into  our  revenue  very  severely. 

The  Chairman.  Were  you  required  to  buy  much  spot  coal  during 
the  scarcity  a  month  or  two  ago? 

Mr,  Maize.  We  were  not  compelled  to  buy  spot  coal,l)ut  we  cut  into 
our  supply  of  coal  to  the  extent  of  about  8,000  or  9,000  tons.  That 
coal  was  held  in  reserve.  Otherwise,  we  would  have  had  to  get  into 
the  market  at  the  high  prices. 

The  Chairman.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  which  you  think  would  be  helpful  in  this  situation  ? 

Mr.  Maize.  No  ;  I  do  not  know  of  anything  further  that  I  care  to 
say,  except  that  we  would  like  to  have  an  extension  and  broadening 
of  the  Interstate  Commerce  Commissions'  order  No.  9. 

The  Chairman.  Thank  you,  Mr.  Maize.  Now,  is  Mr.  Nicholson, 
president  of  the  Land  Title  &  Trust  Co.  in  the  room  ? 

STATEMENT  OF  MB.  WILLIAM  B.  NICHOLSON,  PBESIBENT  LAND 
TITLE  &  TBVST  CO.  AND  THE  PHILADELFHIA  CO.  FOB  GDAB- 
ANTEEING  MOBTGAGES,  PHILADELFHIA,  PA. 

The  Chairman.  Mr.  Nicholson,  you  are  president  of  the  Land, 
Title  &  Trust  Co.  of  Philadelphia,  I  oelieve. 

Mr.  Nicholson.  Yes,  sir. 

The  Chairman.  What  is  the  capital  stock  of  your  company? 

Mr.  Nicholson.  Our  capital  is  $3,000,000  and  bur  surplus  and 
undivided  profits  are  over  ^,000,000. 

The  Chairman.  You  are  also  interested  in  the  bond  and  mort- 
gage business? 

Mr.  Nicholson.  I  am  president  also  of  the  Philadelphia  Co.  for 
Guaranteeing  Mortgages. 

The  Chairman.  And  that  is  a  separate  and  distinct  organization  ? 

Mr.  Nicholson.  Entirely. 

The  Chairma*^.  What  is  the  capital  stock  of  that  companv? 

Mr.  Nicholson.  The  capital  is  $2,000,000,  and  the  surplus  and 
undivided  profits  are  over  $600,000. 

The  Chairman.  That  company  loans  money  on  bond  and  mort- 

Mr.  Nicholson.  Yes,  sir. 

The  Chairman.  And  then  assigns  the  mortgages? 

Mr.  Nicholson.  Yes,  sir. 

The  Chairman.  To  institutions  and  individuals? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  it  guarantees  the  title  and  the  payment  of 
the  principal  and  interest? 

Mr.  Nicholson.  No;  they  have  the  policy  of  the  company — ^the 
Land  Title  Co.,  as  a  rule,  insuring  the  title,  and  their  own  policy 
guaranteeing  the  payment  of  the  principal  and  interest. 

The  Chairman.  How  long  has  your  bond  and  mortgage  company 
been  in  existence  ? 

Mr.  Nicholson.  Thirteen  years. 

The  Chairman.  In  that  period  how  much  money  have  you  loaned  ? 

Mr.  Nicholson.  I  should  say,  roughly,  about  $50,000,000. 
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The  Chairman.  Practically  all  in  the  city  of  Philadelphia  ? 

Mr.  Nicholson.  Our  charter  confines  us  to  Philadelphia  and 
vicinity,  so  it  is  simply  suburban  Philadelphia  outside  of  the  built-up 
part  or  the  city. 

The  Chairman.  Have  your  loans  during  the  years  of  1919  and 
1920  been  up  to  what  they  were  previously? 

Mr.  Nicholson.  No  ;  we  have  not  been  able  to  handle  as  manv  as 
we  did  Previously  in  some  other  years. 

The  Chairman.  And  what  is  the  reason  for  that  ? 

Mr.  Nicholson.  The  reason  is  that  they  do  not  move  as  quickly. 

The  Chairman.  There  are  not  as  many  people  in  the  market  to 
buv  securities  of  that  character  ? 

Mr.  Nicholson.  They  have  become  less.  Mortgage  investors  have 
been  diverted  into  other  classes  of  securities. 

The  Chairman.  What  is  the  reason  for  that? 

Mr.  Nicholson.  Well,  largely  the  question  of  taxation.  In  other 
words,  the  farmer,  by  the  help  of  the  Farm  Loan  Board,  builds  his 
houses,  his  farm  buildings,  and  so  on,  on  farm-loan  bonds,  which 
are  free  from  taxation  for  Federal  purposes.  The  investor  in  a 
mortgage  on  a  house  is  compelled  to  pay  the  income  tax  as  well  as 
the  State  tax,  and  it  makes  a  very  material  difference;  so,  to  a  large 
extent,  the  bill  which  you  introduced  in  the  Senate — the  Calder 
bill — ^is  along  exactly  the  proper  lines;  that  is,  to  limit,  or  at  least 
to  free  from  taxation,  a  certain  sum  held  by  an  individual — say,  up 
to  $40,000, 1  believe  the  figure  is — and  put  the  holder  of  those  bonds 
and  mortgages  on  a  par  with  the  farmer — that  is,  with  the  farm- 
loan  boncTpIan.  If  that  were  done,  it  would  very  greatly  simplify 
the  matter  in  Philadelphia.  Philadelphia  is  preemmently  a  city  of 
mortgage  investments.  The  people  have  been  brought  up  to  it,  and 
they  prefer  that  method  of  investment,  as  a  rule.  The  old  residents, 
those  who  have  resided  here  for  a  long  while,  like  to  see  the  prop- 
erty that  they  have  their  money  invested  in. 

So  far  as  the  land  company  is  concerned,  every  dollar  of  our  capi- 
tal and  surplus,  practically,  is  invested  in  real  estate  or  real  estate 
securities.  I  mean,  the  real  estate  consists  of  our  banking  house 
and  buildings  and  the  other  is  in  mortgage  investments.  We  make 
in  our  building  department,  and  have  for  years,  collateral  loans  for 
operative  builders.  We  take  it  up  at  the  time  he  purchases  a  block 
of  ground  and  produces  his  plans  for  the  proposed  building,  and 
the  nead  of  the  department  arranges  with  him  as  to  what  is  a  mar- 
ketable mortgage  on  the  particular  houses  he  is  supposed  to  build. 

The  company  agrees  to  loan,  at  the  start,  80  per  cent  of  that 
amount  on  mortgage.  The  purpose  is  to  make  the  loan  payable 
within  a  year,  usually — althougn  some  of  them  are  not  paid  off 
promptly — and  then  when  the  houses  approach  completion  it  is  a 
very  easy  matter  for  the  builder  to  sell  the  mortgages  to  permanent 
investors,  and  we  are  paid  off  our  80  per  cent  and  he  has  the  benefit 
of  the  other  20  per  cent  to  complete  his  houses. 

The  Chairman.  That  loan  is  sort  of  a  building  loan  ? 

Mr.  Nicholson.  Yes;  a  collateral  loan.  We  make  a  practice,  and 
have  for  years,  of  doing  that  sort  of  business,  and  we  have  been  be- 
hind the  erection,  I  think  I  may  say,  of  hundreds  of  thousands  of 
houses  in  Philadelphia. 
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The  Chairman.  Just  tell  the  committee  what  you  charge  for  a 
loan  of  that  kind. 

Mr.  Nicholson.  We  get  6  per  cent  interest,  invariably,  and  our 
charges  are,  for  handling  and  loaning  the  money,  including  the  in- 
surance and  everything,  to  guarantee  against  liens  and  completion — 
we  take  the  risk 

The  Chairman.  And  searching  the  title? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  arranging  other  details! 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  watching  the  construction? 

Mr.  Nicholson.  Yes ;  and  our  charge  is  3  per  cent  on  the  amount 
of  the  mortgage. 

The  Chairman.  So  that  if  the  loan  were  $10,000,  your  charge 
would  be  $300  ? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  that  would  include  every  expense  ? 

Mr.  Nicholson.  Yes ;  other  than  the  interest. 

The  Chairman.  Is  there  a  mortgage-tax  law  in  this  State  ? 

Mr.  Nicholson.  There  is  a  law  which  taxes  4  mills  in  the  hands 
of  the  investor — a  4-mill  tax. 

The  Chairman.  Is  that  a  recording  tax  ? 

Mr.  Nicholson.  No  ;  it  is  an  annual  tax.  The  real  estate  assessors 
assess  it,  and  the  taxpayer  is^presumed  to  make  a  return.  Every- 
body is  served  with  a  form,  and  they  make  out  a  return  of  the  amount 
they  have.  Of  course,  that  includes  other  investments  besides  mort- 
gages ;  it  includes  stocks  and  bonds  of  corporations  outside  of  Penn- 
sylvania—other than  Pennsylvania  corporations. 

The  Chairman.  In  New  York  State  mortgages  on  real  estate  are 
exempt  from  all  personal  taxation. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Except  that  they  have  &  recording  fee  of  half  of  1 
per  cent. 

Mr.  Nicholson.  Yes. 

The  Chairman.  It  is  intended  that  that  shall  be  paid  by  the  in- 
vestor, but  it  is  not ;  it  is  paid  by  the  borrower. 

Mr.  Nicholson.  Yes. 

The  Chairman.  It  works  out  that  way. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Then  these  building  loans  or  these  one-year  mort- 
gages that  you  referred  to  are  replaced  by  permanent  mortgages? 

Mr.  Nicholson.  Yes.  We  create  the  permanent  mortgage  at  the 
start.  In  other  words,  they  are  usually  executed  by  a  straw  man, 
and,  as  I  say,  we  pass  on  the  question  of  the  amount  of  the  mortgage ; 
and  those  mortgages  are  made  by  a  straw  man,  assigned  to  us  at  the 
start  as  collateral  for  the  loan,  which  we  immediately  pass  to  the 
credit  of  the  operation,  and  that  is  drawn  against  weekly  as  the  build- 
ings progress  on  the  reports  of  our  inspectors ;  and  that,  of  course, 
furnishes  an  outlet.  For  instance,  loans  that  we  made  last  spring 
they  are  now  beginning  to  pay  off,  as  the  houses  approach  comple- 
tion, so  far  as  they  can,  ana  we  then  have  those  funds  to  loan  over 
again  to  somebody  else  to  start  building. 

The  Chairman.  Yes. 
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Mr.  Nicholson.  Now,  then,  the  mortgage  company  may  or  may 
not  invest  in  these  particular  mortgages.  They  cover  the  whole  field, 
and  tfiose  mortgages  are  sold,  as  you  understand,  to  purchasers,  the 
principal  and  interest  being  guaranteed. 

The  Chairman.  The  man  to  whom  you  have  made  the  building 
loan  may  come  in  and  arrange  for  a  permanent  mortgage  througn 
your  Mortgage  Guarantee  Co.  ? 

Mr.  Nicholson.  Yes. 

The  Chairman.  Or  he  may  go  out  and  sell  it  to  some  individual? 

Mr.  Nicholson.  Yes.  They  are  usually  handled  by  brokers,  and 
they  handle  the  whole  thing. 

1  he  Chairman.  You  said  a  moment  ago  that  the  cost  of  placing  a 
building  loan,  all  expenses,  was  about  3  per  cent. 

Mr.  Nicholson.  Yes. 

The  Chairman.  Is  that  handled  by  a  broker  with  you,  and  is  there 
a  brokerage  fee  there  for  some  one  else,  too  ? 

Mr.  Nicholson.  Oh,  no ;  that  is  our  charge.  A  man  does  not  need 
a  broker,  and  they  do  not  often  come  with  a  broker. 

The  Chairman.  That  is  the  universal  practice? 

Mr.  Nicholson.  Yes. 

The  Chairman.  So  he  has  no  further  charge  to  meet  ? 

Mr.  Nicholson.  No.  But  he  may  get  a  broker  to  place  his  mort- 
gages permanently. 

The  Chairman.  When  he  comes  to  place  a  permanent  mortgage 
with  your  Bond  &  Mortgage  Guarantee  Co.,  what  do  you  charge  him 
then? 

Mr.  Nicholson.  We  exact  nothing  whatever. 

The  Chairman.  Except  for  the  search  ? 

Mr.  Nicholson.  No  ;  the  applications  are  made  so  that  they  can  be 
used  to  insure  the  purchaser  from  the  Philadelphia  company.  The 
'company  makes  no  charge  of  any  commission  or  anything  of  that 
kind.  It  takes  the  mortgage  ana  pays  the  face  of  it.  I  may  say 
this :  At  the  present  time  the  universal  rate  is  6  per  cent  for  mort- 
gages. We  have  mortgages  made  five  years  ago  which  are  drawing  a 
lower  rate  of  interest  to-day;  but  all  loans  now,  and  for  a  year  past, 
have  been  at  the  rate  of  6  per  cent.  For  the  last  two  months,  in  order 
to  keep  them  moving  and  to  compete  with  railroad  bonds  and  other 
securities  that  are  paying  7  and  8  per  cent,  we  have  arranged  for  6 
per  cent  net  to  the  investor,  and  we -find  the  owners  very  willing  to 
do  that — to  pay  our  guaranty  of  one-half  of  1  per  cent  per  annum,  out- 
side of  the  6  per  cent,  so  that  we  can  guarantee  to  the  investor  6  per 
cent  net. 

The  Chairman.  I  know  of  some  mortgage  guaranty  companies  in 
other  cities  that  are  charging  6  per  cent  interest  because  that  is  their 
rate  as  fixed  by  law. 

Mr.  Nicholson.  Yes ;  and  that  is  ours,  too. 

The  Chairman.  And  then  charging  a  fee  as  high  as  10  per  cent 

Mr.  Nicholson  (interposing).  On,  my.  Well,  all  that  we  have 
exacted  is  a  payment  of  our  guaranty  ox  one-half  of  1  per  cent  per 
annum. 

The  Chairman.  And  those  mortgages  run  for  three  years? 

Mr.  Nicholson.  Three  years  and  five  years,  at  the  option  of  the 
borrower. 
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The  Chairman.  So  if  it  is  a  five-year  mortgage,  you  require  the 
borrower  to  pay  2 J  per  cent  for  that  guaranty  ? 

Mr.  Nicholson.  No;  we  do  not  ask  him  to  pay  all  of  it  at  once. 
But  siinply  to  keep  it  paid  up  in  advance. 

The  (JHAIRMAN.  These  mortgages  that  your  company  is  taking  and 
disposing  of  here  in  the  city  of  T^hiladelphia  are  largely  for  small 
amoiuits,  are  they  not  ? 

Mr.  Nicholson.  To  a  large  extent ;  yes. 

The  Chairman.  About  what  do  they  average  ? 

Mr.  Nicholson.  If  a  large  loan  is  made — and  we  have  a  number 
of  large  loans — we  have  a  $10,000,000  loan  on  the  Wanamaker  Build- 
ing, we  have  a  $3,500,000  loan  on  the  Bellevue-Stratford,  and  we  have 

a  $2,000,000  on  the  Hotel  Adelphi 

.    The  Chairman  (interposing).  Those  were  made  some  time  ago, 
were  they  not? 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  You  would  have  some  difficulty  in  placing  them 
to-day,  would  you  not  ? 

Mr.  Nicholson.  Well,  in  the  case  of  the  Adelphi  Hotel,  they  met 
the  situation.  The  holders  of  those  bonds  that  do  not  mature  until 
year  after  next,  are  getting  6  per  cent,  or  5| — they  pay  us  6. 

The  Chairman.  If  they  were  not  required  to  pay  a  very  large  fee 
for  that  extension,  I  think  it  was  good  business. 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  But  you  are  having  difficulty  to-day  in  disposing 
of  mortgages  for  large  amounts,  are  you  not? 

Mr.  Nicholson.  Yes. 

The  Chairman.  But  you  can  sell  the  small  ones? 

Mr.  Nicholson.  Yes. 

The  Chairman.  That  is,  $5,000  and  $10,000  or  thereabouts? 

Mr.  Nicholson.  Yes ;  but,  as  you  say,  Senator,  the  large  amounts 
are  difficult  to  handle.  For  instance,  on  an  apartment  house,  we 
will  take  a  $100,000  mortgage  in  $1,000  bonds,  and  then  sell  the 
bonds  individually. 

The  Chairman.  The  market  for  real  estate  mortgages  is  perhaps 
as  weak  to-day  as  it  has  been  in  years,  is  it  not? 

Mr.  Nicholson.  Oh,  yes;  there  is  no  question  about  that. 

The  Chairman.  That  is  to  say,  the  supply  of  money  to  loan  on  real 
estate  mortgages  nowhere  equals  the  demand? 

Mr.  Nicholson.  No. 

The  Chairman.  Or  the  needs  of  the  city  of  Philadelphia  ? 

Mr.  Nicholson.  No.  There  has  been  talk  in  these  conferences 
about  the  banks  and  trust  companies.  Now,  the  banks  can  not  make 
mortgage  loans.  They  have*  got  to  take  care  of  commercial  trans- 
actions ;  they  have  got  to  have  short-time  obligations.  I  said  that  all 
of  our  money  is  invested  in  that  way,  but  we  have  deposits,  and  those 
are  all  invested  in  brokers'  loans  or  securities  that  are  readily  sal- 
able— ^that  have  an  eveirday  market  value.  A  bank  can  not  afford 
to  invest  in  anything  else.  They  have  got  to  be  able  to  liquidate 
their  assets ;  but  I  think  some  of  our  trust  company  friends  might 
extend  the  matter  somewhat  by  giving  a  preference  to  legal  securi- 
ties. Of  course,  wills  often  relieve  the  company  from  making  in- 
vestments in  legal  securities,  but  we  prefer  that,  and  even  where 
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there  is  such  a  provision  in  the  will,  where  we  are  made  the  sole 
executor  and  trustee,  we  would  still  put  the  money  into  legal  securi- 
ties. 

The  Chairman.  You  have  had  a  very  large  experience  in  financ- 
ing housing  operations? 

Mr.  Nicholson.  Yes. 

The  Chairman.  Perhaps  the  largest  of  any  man  in  this  city? 

Mr.  Nicholson.  Well,  our  organizations. 

The  Chairman.  And  you  feel  that  there  has  got  to  be  some  relief 
to  meet  this  situation,  do  you  not? 

Mr.  Nicholson.  I  do  indeed ;  yes. 

The  Chairman.  And  I  gathered  from  what  you  said  a  moment 
ago  that  you  were  in  favor  of  exempting  a  limited  amount  of  mort- 
gages from  Federal  taxation  ? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  you  think  that  would  help  the  situation? 

Mr.  Nicholson.  Oh,  yes;  it  would  help  amazingly;  and  I  do  not 
think  the  Government  would  lose  a  penny  in  the  transaction  either, 
because  it  would  release  taxes  which  would  go  into  improvements, 
and  everybody  would  pay  a  tax,  from  the  ground  owner  up,  and  1 
think  the  Government  would  get  more  revenue  in  that  way  than  they 
do  now,  or  at  least  more  than  they  would  exempt. 

The  Chairman.  It  would  release  that  much  money  for  business 
purposes,  which  would  ultimately  be  of  lasting  advantage  to  the 
city  of  Philadelphia  in  gathering  more  taxes  out  of  the  property 
or  buildings  constructed? 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  the  Government  itself  would  gather  income 
taxes  from  the  business  prosperity  that  would  result  from  the  build- 
ing of  those  houses  ? 

Mr.  Nicholson.  Yes;  there  is  no  question  about  it;  and  that  was 
the  intention  of  your  bill,  I  believe. 

The  Chairman.  Now,  Mr.  Nicholson,  at  the  last  session  of  Con- 
gress a  shipping  bill  was  passed. 

Mr.  Nicholson.  A  what? 

The  Chairman.  A  shipping  bill. 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  To  encourage  the  establishment  of  the  American 
merchant  marine. 

Mr.  Nicholson.  Yes;  I  am  familiar  with  that. 

The  Chairman.  For  50  years  the  people  of  this  country  have 
been  talking  about  a  merchant  marine.  During  the  war  we  spent 
over  $3,000,000,000  in  building  one,  and  then  Congress,  after  looking 
over  the  situation,  determined  that  we  must  do  something  to  make 
that  a  lasting  advantage  and  benefit  to  the  Nation,  and  we  passed  a 
bill,  and  that  bill  has  some  verv  helpful  and  original  propositions 
in  it.  One  of  the  things  we  had  in  the  bill  was  this,  that  all  vessels — 
all  American  vessels — all  vessels  flying  the  American  flag,  when 
engaged  in  foreign  trade,  that  their  profits  in  the  foreign  trade 
should  be  exempt  from  all  profits  taxes,  provided  all  of  the  profits 
were  invested  in  building  new  ships.  We  also,  in  another  provision 
of  the  bill,  provided  that  any  American  vessel  built  in  the  United 
States  previous  to  1914,  if  sold,  the  profit  on  the  sale  would  be  exempt 
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from  all  Federal  taxation,  provided  the  entire  proceeds  of  the  sale 
"were  invested  in  the  building  of  new  ships.  Now,  the  United  States 
■Government  in  those  two  things  has  established  a  precedent,  it  seems 
tome. 

Mr.  N1CH01.S0N.  Yes. 

The  Chairman.  What  would  you  think  of  our  enacting  legislation 
that  would  exempt  from  all  Federal  taxation,  say,  for  a  period  of. 
five  years,  the  profits  on  new  buildings^ 

Mr.  Nicholson.  I  see  your  point,  Senator. 

The  Chairman.  New  dwelling  houses. 

Mr.  Nicholson.  Yes. 

The  Chairman.  ProvideH  that  those  profits  were  invested  in  build- 
ing new  houses  ? 

Mr.  Nicholson.  It  would  stimulate  building  very  materially ;  there 
is  no  question  about  it.  It  seems  to  me  it  is  a  very  unjust  tax  any- 
how— this  tax  on  the  profits  obtained  from  the  sale  of  real  estate, 
whether  it  is  a  new  house  or  not.  It  is  all  very  well  to  tax  the  muni- 
tion manufacturer,  who  has  his  plant  and  can  repeat  his  operation 
and  get  his  profits  every  year,  but  once  you  sell  real  estate  your  capital 
is  gone. 

The  Chairman.  Last  Thursday  in  New  York  Mr.  Otto  Kahn,  who 
is  one  of  America's  foremost  bankers  and  economists,  suggested  to 
our  committee  that  we  urge  the  repeal  of  all  the  excess-profits  tax 
laws,  and  a  modification  of  the  surtaxes,  so  that  no  individual  should 
be  required  to  pay  more  than  a  30-per  cent  income  tax. 

Mr.  Nicholson.  The  same  as  in  Great  Britain. 

The  Chairman.  He  argued  that  that  would  restore  to  active  in- 
dustry and  to  mortgage  financing  vast  sums  of  money  which  the 
man  of  great  wealth  and  of  large  income  now  invests  in  tax-exempt 
•securities. 

Mr.  Nicholson.  That  is  right.  ' 

The  Chairman.  He  pointed  out  that  th/re  are  in  this  country 
to-day  nearly  $15,000,000,000  worth  of  tax-«xempt  securities. 

Mr.  Nicholson.  Yes. 

The  Chairman.  And  that  the  man  of  large  income  is  putting  his 
money  into  those  things,  and  taking  it  out  of  industry  and  out  01  the 
financing  of  houses;  ana  that  we  would  not  have  sufficient  money  for 
financing  the  building  of  houses  unless  we  did  some  such  thing  as  that. 
Mr.  Kahn  opposed  the  exemption  of  mortgages  from  taxation,  on  the 
theory  that  we  should  not  further  exempt  securities  or  issue  any 
further  tax-exempt  securities;  but  he  qualined  that  somewhat,  when  I 
asked  him  the  question,  by  saying  that  if  there  were  a  real  difficulty 
pressing,  p>erhaps  for  a  period  we  might  be  compelled  to  do  so  until 
we  got  over  our  difficultv ;  and  Mr.  Kahn  further  suggested  that  if 
we  repeal  the  excess-profits  laws  and  modify  the  income-tax  laws,  in 
lieu  of  that  that  we  might  put  on  an  expenditure  tax  or  what  you  and 
1  might  term  a  consumption  tax.  Do  you  think  either  the  repeal  oi 
the  excess-profits  tax,  the  modification  of  the  income  tax,  or  the 
■exemption  of  mortgages  would  be  salutary  measures  to  relieve  the 
situation  ? 

Mr.  Nicholson.  There  is  no  question  about  it  in  my  mind. 

The  Chairman.  You  believe  we  have  got  to  do  something  of  that 
kind  in  order  to  encourage  bousing? 
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Mr.  Nicholson.  Yes. 

The  Chairman.  It  would  seem  so. 

Mr.  Nicholson.  I  was  just  shown  a  letter  this  morning  from  a  corpo- 
ration now  in  New  York — formerly  a  Philadelphia  corporation — and- 
they  invested,  while  here,  largely  in  guaranteed  mortgages,  almost, 
exclusively,  after  they  had  been  bitten  by  som6  other  investments; 
and  I  can  readily  understand  that  when  they  went  to  New  York 
they  might  follow  that  same  course,  so  far  as  New  York  mortgages- 
are  concerned ;  but  their  letter  this  morning,  with  reference  to  a  mort- 
gage that  they  were  asked  to  renew,  was  to  the  effect  that  they  doubted 
whether  they  would;  that  they  preferred  to  invest  their  money  in 
Liberty  4 J  per  cent  bonds,  which,  of  course,  are  free  from  taxation,, 
because  they  would  yield  eventually  more.    Now  that,  of  course,  di- 
verts that  money  from  mortgages,  you  see. 

The  Chairman.  Mr.  Nicholson,  have  the  people  of  Philadelphia 
taken  up  consideration  of  the  advisability  of  asKing  the  legislature- 
to  exempt  from  city  taxation  new  construction  for  a  period  of  several 
years  ? 

Mr.  Nicholson.  No  ;  they  have  not. 

The  Chairman.  That  is  being  considered  in  New  York  City. 

Mr.  Nicholson.  Well,  it  is  a  very  good  thing. 

The  Chairman.  There  would  be  no  exemption  on  the  land,  but  on. 
the  imorovements. 

Mr.  Nicholson.  Yes. 

The  Chairman.  That  is  to  say,  houses  built  to-day,  for  the  next 
five  years  would  not  be  required  to  pay  any  taxes  on  the  improvements. 

Mr.  Nicholson.  Yes. 

The  Chairman.  But  after  that  they  would  be  required  to  pay  taxes, , 
of  course. 

Mr.  Nicholson.  Yes.  My  experience  as  a  builder  and  operator, 
before  I  was  president  of  the  company,  was  that  the  assessor  waited 
around  the  comer  until  you  got  your  roof  on,  and  then  he  clapped 
on  his  assessment,  which  probably  meant  the  value  of  the  completed' 
houses  for  the  next  year.  Here  we  would  have  to  educate  our  asses- 
sors to  that. 

The  Chairman.  Do  your  sayings  banks  in  this  city  do  much  in  the  - 
way  of  loaning  money  on  real  estate  mortgages? 

Mr.  Nicholson.  Not  as  much  as  they  ought  to. 

The  Chairman.  Are  they  of  a  mutual  character? 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  And  their  profits  are  exempt  from  taxation  ? 

Mr.  Nicholson.  Yes;  the  Philadelphia  Savings  Fund  and  the* 
Western  Savings  Fund,  which  are  the  two  largest  we  have,  have  no  • 
stockholders. 

The  Chairman.  Have  you  heard  whether  or  not  they  are  in  the- 
habit  of  charging  bonuses  for  loans  on  real  estate  ? 

Mr.  Nicholson.  No;  I  have  not.  I  do  not  think  there  is  a  great 
deal  of  that  done  in  Philadelphia. 

The  Chairman.  I  know  of  a  savings  bank  in  New  York  which, 
recently  loaned  a  man  a  hundred  thousand  dollars  on  a  first  mort- 

fage  on  real  estate,  and  they  gave  him  $50,000  in  cash,  and  required^ 
im  to  take  $35,000  in  Liberty  honds,  selling  at  85. 
Mr.  Nicholson.  Well,  that  might  be  excused. 
The  Chairman.  Well,  that  was  $15,000  on  $100,000. 
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Mr.  Nicholson.  Still,  at  the  same  time,  they  paid  par  for  those 
l)onds. 

The  Chairman.  But  I  do  not  approve  of  that. 

Mr.  Nicholson.  Well,  they  usually  know  what  they  are  about  when 
they  do  a  thing  of  that  kind.  In  other  words,  they  probably  were 
Jiot  in  funds  to  take  that  mortgage,  and  pay  all  in  cash. 

The  Chairman.  I  do  not  approve  of  that,  for  this  reason ;  that  in 
the  enactment  of  our  revenue  laws  we  have  ffiven  mutual  savings 
banks  and  building  and  loan  associations  ana  life  insurance  com- 
panies unusual  consideration.  We  have  exempted  their  incomes  on 
their  securities  from  Federal  taxation. 

Mr.  Nicholson.  Yes.  You  mean  that  it  is  a  question  of  who  loans 
that  money.    If  we  had  gone  to  a  friend 

The  Chairman.  If  the  savings  banks  and  insurance  companies  go 
into  that  kind  of  business.  Congress  may  move  down  on  them. 

Mr.  Nicholson.  Oh,  yes. 

The  Chairman.  Do  you  believe  that  if  an  easy  flow  of  mortgage 
money  were  obtainable,  that  Philadelphia  could  take  care  of  its 
housing  problem? 

Mr.  Nicholson.  I  do  not  think  there  is  any  doubt  about  it. 

The  Chairman.  That  is  the  trouble  here  to-day,  is  it  not  ? 

ilr.  Nicholson.  Oh,  yes. 

The  Chairman.  And  they  would  be  able  to  take  care  of  it,  despite 
the  high  prices  of  labor  and  material? 

Mr.  Nicholson.  Yes.  In  the  past  we  built  from  8,000  to  10,000 
houses  a  year ;  and  my  recollection  is  that  prior  to  the  last  two  years, 
about,  we  were  able  ourselves  to  take  every  loan  that  came  along 
where  it  was  desirable.  In  other  words,  we  had  no  regular  clientele, 
and  whenever  they  wanted  to  build  we  were  able  to  loan  them  the 
money.  Of  course,  we  loan  money  to-day.  Within  a  few  days  I 
approved  a  loan  for  one  of  our  customers,  because  he  had  paid  off 
about  half  of  his  old  loan,  and  I  could  afford  to  lend  him  the  money 
over  again;  but  if  mortgage  money  were  made  easier  to  obtain  in 
Philadelphia,  it  is  my  opinion  that  we  would  have  no  difficulty  in 
taking  care  of  ourselves  here  and  getting  back  to  something  like 
normal  conditions. 

The  Chairman.  Is  there  anything  further  that  you  wish  to  say 
to  the  committee,  Mr.  Nicholson,  that  you  think  might  be  of  help  to 
us  in  solving  this  problem? 

Mr.  Nicholson.  I  think  there  is  nothing  further  that  I  care  to 
say,  Senator.  I  think  I  have  covered  everything  within  my  knowl- 
edge. 

The  Chairman.  Thank  you  very  much,  Mr.  Nicholson. 

Mr.  Nicholson.  Not  at  all  Senator.    It  was  a  pleasure  to  be  here. 

SIATEKEirT  OF  MB.  W.  H.  BALL,  CHAIBHAN  OF  THE  HOTJSINa 
COMMITTEE  OF  THE  PHILADELPHIA  BEAL  ESTATE  BOABD. 
PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Ball,  you  are  chairman  of  the  housing  com- 
mittee of  the  Philadelphia  real  estate  board  ? 

Mr.  Ball.  Yes,  sir. 

The  Chairman.  What  have  you  to  offer  us  in  the  way  of  a  sug- 
gestion for  the  solution  of  this  problem,  Mr.  Ball  ?  Have  you  any- 
thing to  add  to  what  Mr.  Nicholson  has  said? 
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Mr.  Ball.  There  is  just  one  thing,  Senator,  that  we  want  to  say^ 
from  the  real  estate  board's  standpoint.  Of  course,  we  have  been 
watching  you  and  your  committee's  work  during  the  whole  session  of 
Corigress,  and  what  has  already  been  said  we  can  simply  confirm  in 
the  strongest  way;  that  we  believe  that  Philadelphia  can  take  care 
of  tiie  situation,  if  real  estate  investments  can  be  made  more  popular ; 
and  the  only  point  that  we  want  to  bring  before  your  committee  is^ 
this,  that  we  believe  that  a  great  deal  can  be  accomplished  through 
education. 

We  do  not  believe  that  the  population  of  Philadelphia — and  we  are 
speaking  especially  of  Philadelphia,  although  I  have  had  some  ex- 
perience, as  you  know,  outside  of  Philadelphia  in  connection  with 
housing — but  the  situation  in  Philadelphia  is  there  seems  to  be  an 
unpopular  condition  concerning  everything  that  pertains  to  real 
estate.  Before  the  war,  many  of  us  wno  have  had  a  long  experience 
in  housing,  if  we  got  anywhere  near  10  per  cent  on  our  investment^ 
as  a  gross  amount,  we  thought  we  were  doing  well;  and  then,  just 
immediately  after  the  war,  a  new  phrase  came  into  vogue — '''  DoUai^ 
for  dollar '— meaning  that  a  house  renting  for  $30  dollars  a  month 
would  sell  for  $3,000,  or,  in  other  words,  12  per  cent.  Now,  you  know^. 
as  your  committee  has  investigated  the  subject,  that  the  prices  ot 
everjrthing  else  that  enters  into  the  cost  of  living  have  far  outrun 
shelter.  I  think  the  last  figures  given  out  were  49  per  cent— is  tliat 
right,  Mr.  Miller,  on  shelter? 
Mr.  Miller.  1  am  not  sure. 

The  Chairman.  You  mean  the  increase  in  the  cost  of  shelter? 

Mr.  Ball.  Yes;  the  increase  in  shelter,  as  a  whole.  I  am  speaking 
of  the  National  Industrial  Conference  Board,  in  Boston,  and  the  last 

General   figures  ^iven  were  82.2  per  cent  average  in  everything. 
Clothing  was  high,  at  135  per  cent,  and  shelter  at  that  time  low,  at  38 « 
per  cent  only ;  and  now  I  have  seen  figures  since,  and  think  they  came 
from  Boston  again,  that  shelter  has  moved  up  to  49. 

The  Chairman.  If  you  mean  by  that,  Mr.  Ball,  the  cost  of  con- 
struction  

Mr.  Miller   (interposing).  The  average  rentals  throughout  the- 
United  States? 

The  Chairman.  Yes ;  if  you  mean  the  average  rentals,  I  think  you 
are  correct. 

Mr.  Miller.  Yes. 

Mr.  Ball.  Yes ;  I  meant  rentals.  Of  course,  construction  went  con- 
siderably above  that. 

The  Chairman.  I  think  it  is  fair  to  say  that  the  average  rentals 
have  not  exceeded  50  per  cent  increase.^ 

Mr.  Ball.  Well,  49  were  the  last  figures  we  got.  Now,  the  Phila- 
delphia Real  Estate  Board  believes  that  it  should  endeavor  to  edu- 
cate the  community  that  a  new  condition  exists,  and  that  we  can  not 
build  houses  until  rents  are  increased  even  more  than  they  have  been, 
at  present.  We  believe  that  that  has  been  the  great  drawback  in  the 
matter  of  building,  and  we  believe  that  to  be  a  matter  of  education^ 
because  it  is  useless  for  me  to  dwell  on  the  question  of  the  merits  of 
your  bill,  because  we  have  already  indorsed  it  through  our  national 
association,  and  the  Philadelphia  Keal  Estate  Board,  as  a  component 
part  of  that  body,  has  also  indorsed  it ;  and  we  can  simply  reiterate  - 
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what  Mr.  Nicholson  has  said  concerning  that  end  of  it,  and  we  are 
perfectly  willing  to  do  that;  but  the  gentleman  who  is  representing 
our  legislative  committee  will  possibly  have  something  to  say  on  that 
score.  It  seems  to  me,  however,  that  what  we  need  to-day  is  real 
education  along  the  line  that  a  new  condition  exists,  and  until  that  is 
grasped  by  the  general  public  we  will  not  be  able  to  build  the  houses 
that  we  ought  to  build  in  order  to  put  Philadelphia  back  into  the  same 
shape  she  was  in  1910. 

Now,  I  will  run  over  the  figures  quickly  and  not  give  them  in  too 
much  aetail.  The  increase  in  our  population  from  1910  to  1920  has 
been  17.7  per  cent,  and  during  that  time  the  house  increase  has  been 
practically  the  same.  If  the  census  is  correct,  and  some  of  us  ques- 
tion it  because  from  1910  to  1920,  with  this  great  influx  of  war 
workers,  we  only  increased  17.7  per  cent,  when,  as  a  matter  of  fact, 
during  the  decade  preceding,  from  1900  to  1910,  we  increased  19.7 

er  cent,  and  there  was  possibly  an  overbuilding  before  the  war. 

'r.  Nicholson  spoke  about  eight  to  ten  thousand  houses ;  10,222  was 
the  greatest  number  of  houses  built  in  any  one  year,  and  the  period 
of  10  years  preceding  1915  showed  an  average  of  a  little  less  than 
8,000  houses ;  so  that  if  the  census  is  right  we  are  exactly  in  the  same 
position — the  same  ratio  of  the  number  of  people  to  a  house — as  we 
were  in  1910.  But  in  1910  the  situation  was  this,  that  there  were  a 
great  many  vacant  houses,  and,  if  you  want  me  to  call  it  by  its  right 
name,  the  tenants  were  spoiled  by  the  fact  that  if  they  lived  in  West 
Philadelphia  and  they  lost  their  job  or  changed  their  job,  and  (hey 
were  renting  a  house  for  $35  or  $40  a  month — no  matter  what — thejr 
could  duplicate  that  in  any  other  part  of  the  city  without  any  diffi- 
culty. 

\ve  have  no  "moving  day"  in  Philadelphia.  Consequently  it  was 
always  the  case  that  a  great  horde  of  houses  were  vacant,  so  that  if  a 
man  lost  his  job,  or  wanted  to  move  from  one  location  to  another,  he 
could  get  practically  exactly  what  he  had  before  for  the  same  money. 
To-day  a  new  condition  is  on,  however,  and  we  can  not  get  what  we 
want.  We  are  trying  to  tell  our  clients,  as  they  come  in,  that  you  can 
not  get  what  you  want  to-day;  you  have  got  to  take  what  you  can 
get;  and  while  there  is  unquestionably  a  house  shortage,  because 
there  are  not  the  vacant  houses  that  tnere  were  in  1910,  neverthe- 
less a  great  many  people  are  saying  to-day  that  they  can  not  get 
houses  to  rent,  when,  as  a  matter  of  fact,  in  Fairview  village,  for- 
merly York  Ship  village,  in  the  southern  part  of  Camden,  and  the 
same  across  here  in  Bristol,  just  outside  of  the  city  of  Philadelphia, 
there  are  plenty  of  houses.  That  situation  is,  in  my  judgment,  one 
of  education,  and  if  we  can  educate  our  people  to  the  lact  that  there 
are  vacant  houses,  and  that  there  are  some  to  be  rented,  we  will  allay 
the  antagonism  against  the  investor  in  real  estate.  Now,  to  refer 
to  a  very  important  side  of  this  proposition,  and  in  furtherance  of 
what  Mr.  Nicholson  said  to  you  about  the  question  of  mortgages, 
I  think  it  is  fair  to  say — I  am  not  a  champion  of  the  Land  Title 
Institution  particularly,  but  proportionately  the  Land  Title  have 
more  real  estate  securities  than  any  other  institution  in  Philadelphia, 
and  there  has  been  a  decided  feeling  against  real  estate  securities,  not 
onlyMn  the  present  day,  but  formerly  as  well,  because  we  have  made 
a  study  of  the  statistics  as  shown  by  the  returns  to  our  State  banking 
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department,  showing  what  a  very  small  percentage  there  was  in- 
vested by  our  financial  institutions  that  could  invest  in  mortgage 
securities — a  very  small  percentage,  indeed ;  and  I  am  trying  to  find 
out  now,  for  the  board's  sake,  why  we  have  changed  from  our  form 
of  return  which  was  made  in  May  of  this  year.  On  May  4  the  re- 
turns were  ^ven  showing  the  amount  of  mortgage  securities  or  real 
estate  securities  held  by  our  financial  institutions,  which,  of  course, 
does  not  cover  the  banks,  because  the  bank  is  a  national  organization 
and  not  a  State  organization ;  and  the  returns  as  made  on  June  30  do 
not  cover  the  mortgages ;  they  put  their  resources  all  together,  lumped 
it  together. 

In  other  words,  there  seemed  to  be,  on  the  part  of  some  a  feeling 
that  there  was  a  hope  that  we  could  secure  from  the  financial  insti- 
tutions greater  aid  and  greater  assistance  in  the  matter  of  financing 
real  estate,  both  old  and  new ;  but  why  that  is  I  do  not  know.  I  have 
written  to  the  State  banking  examiner  to  find  out  why  the  change 
was  made,  because  we  were  simply  checking  it  up,  and  we  have  had 
several  conferences  with  the  hea(&  of  the  financial  institutions  here 
to  see  whether  we  could  help  to  popularize  the  mortgage  loan.  There 
seems  to  be  something  wron^  with  the  mortgage  loan,  in  addition  to 
what  Mr.  Nicholson  has  said.  It  needs  an  expert's  opinion  as  to 
the  appraisal  of  the  property,  and  it  is  a  slow  process  in  getting 
your  money,  because  of  the  fact  that  in  putting  it  through  the  title 
company  it  will  take  you  weeks  to  get  it  through.  And  then  comes 
the  .question  of  the  rate,  because  on  a  6  per  cent  mortgage,  with  the 
taxes  off.  Federal  and  State,  it  only  gives  about  5.15  per  cent.  That 
is  the  maximum. 

The  Chairman.  I  might  say  to  you,  Mr.  Ball,  that  I  know  a  man 
in  New  York — he  is  a  very  wealthy  man,  whose  income  exceeds  a 
million  dollars  a  year — who  carried  about  $5,000,000  of  his  prop- 
erty, which  totaled  about  $30,000,000,  in  real  estate  mortgages.  Hus 
net"  income  on  his  real  estate  mortgages  amounts  to  about  1.5  per 
cent,  and  he  is  now  taking  his  money  out  of  mortgages  and  putting 
it  into  tax-exempt  securities. 

Mr.  Ball.  Well,  there  has  been  some  agitation  in  Philadelphia  as 
to  the  calling  of  mortgages,  and  we,  who  are  intensely  interred  in 
the  real  estate  situation  m  Philadelphia,  have,  we  believe,  prevented 
the  calling  of  mortgages  to  take  up  what  the  financier  thinks  is  a 
better  loan  and  a  better  risk.  Now,  we  simply  wish  to  confirm  what 
Mr.  Nicholson  has  said  about  the  mortgage  situation — ^that  we  be- 
lieve we  can  take  care  of  ourselves ;  and  the  builders  who  will  possi- 
bly have  an  opportunity  to  be  heard  while^you  are  still  sitting  here 
will  give  you  the  details  as  to  the  costs  of  building. 

The  Chairman.  We  thank  you  very  much,  Mr.  Ball.  Now,  is 
Mr.  Cross  in  the  room? 

STATEMENT  OF  ME.  EDOAE  O.  GBOSS,  GHAIBMAN  OF  THE  LEGIS- 
LATIVE COMMITTEE,  PHILADELPHIA  EEAL  ESTATE  BOABS, 
PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Cross,  you  have  heard  Mr.  Nicholson  and  Mr. 
Ball.  Can  you  add  anything  to  what  they  have  said,  or  do  you 
think  they  have  sufficiently  covered  the  situation  ? 
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Mr.  Cross.  They  have  covered  the  ground  very  well,  indeed,  and 
very  fully.  I  am  an  ex-president  of  the  board ;  1  am  also  a  director 
of  the  Philadelphia  Co.  for  Guaranteeing  Mortgages,  being  asso- 
ciated with  'Mr.  Nicholson  on  that  board.  I  am  also  a  director  and 
a  member  of  the  finance  committee  of  the  First  Penny  Savings  Fund, 
of  the  city,  where  it  has  been  an  aim  of  the  trustees  for  years  to 
invest  in  mortgage  loans ;  and  in  that  Savings  Fund,  where  we  have 
deposits  of  about  $6,600,000,  we  have  probably  60  per  cent  of  our 
assets  in  first-mortgage  loans.  I  merely  cite  that  to  show  you  my 
connection  with  mortgage  matters. 

I  think  it  would  undoubtedly  be  a  great  help  in  the  working  out 
of  the  present  situation  concerning  our  housmg  problem  to  have 
relief  from  a  certain  amount  of  taxation  on  mortgage  interest  re- 
turns. The  real  estate  board  of  this  city  has  favored  the  bill  that 
was  presented  by  yourself,  and  they  were  represented  before  the 
committee  by  Mr.  Smith,  who  is  vice  president  of  the  Land  Title  & 
Trust  Co.,  of  this  city.  We  have  also  seen  various  interests  in  con- 
nection with  that  bill  here  in  this  citv,  but  it  seemed  that  we  did  not 
get  very  much  encouragement  as  to  the  passage  of  the  act ;  but,  un- 
doubtealy,  at  the  present  time  it  would  be,  I  think,  one  of  the  prin- 
cipal factors  in  assisting  the  home  buyer  to  have  a  sufficient  amount 
of  available  cash  to  finance  the  purchase  of  homes. 

My  business  is  largely  confined  to  investing  with  the  individual 
mortgage  buyer;  not  so  much  with  the  companies,  although  with 
some  institutions,  it  is  true.  Their  attitude  to-day  is  that  they  can 
secure  more  return  in  income  from  their  investments  in  other  lines, 
and,  consequently,  they  are  not  in  the  market  for  mortgage  loans. 
Now,  that  deprives  the  broker,  and  it  deprives  the  owner  who  is 
anxious  to  sell  to  buyers,  and  there  are  a  great  many  transactions 
to-day  under  sale  agreement  that  probably  will  not  be  consummated, 
because  people  can  not  secure  enough  money  to  buy ;  and  that  applies, 
in  a  measure,  to  the  second-mortgage  loans  in  the  building  associa- 
tions. The  building  associations  in  Philadelphia  are  all  overloaned 
to-day;  but  it  would  undoubtedly  be  a  great  assistance  if  we  could 
have  a  relief  of  the  tax  upon,  say,  $40,000  of  mortgage  loans.  It 
would  bring  back,  to  my  mind,  the  individual  investor  who  hereto- 
fore always  looked  upon  mortgage  loans  in  this  city  as  prime  invest- 
ments. 

The  Chairman.  Mr.  Cross,  the  great  objection  to  exempting  the 
income  on  mortgages  from  taxation  lies  in  the  fact  that  it  would 
increase  the  exemptions  further,  and  that  it  would  afford  the  men 
of  large  income  an  opportunity  to  get  free  from  taxation,  which 
they  are  doing  to-day,  under  present  conditions,  largely,  however. 
Now,  for  that  reason,  it  would  be  impossible,  in  my  opinion,  to  com- 
pletely exempt  incomes  on  all  mortgages  on  real  estate  from  taxation, 
because  that  would  be  immediately  taken  advantage  of  by  the  men 
of  large  means.  If  we  exempted,  for  instance,  all  incomes  on  mort- 
ga^  from  taxation,  we  mignt  have  a  $5,000,000  mortgage  on  some 
bmlding  in  this  city,  or  a  $2,000,000  mortgage,  and  some  man  of 
large  wealth  would  grasp  that  rignt  away,  and  he  would  be  exempt 
from  taxation  on  that  investment. 

It  may  be  possible,  however,  it  seems  to  me,  when  the  Representa- 
tives and  Senators  from  the  States  throughout  the  country  come  to 
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understand  that  this  is  a  real  pressing  Question,  to  pass  some  limited 
measure  like  the  one  that  I  have  introduced.  This  bill,  as  many  of 
you  know,  simply  exempts  the  sum  on  $40,000  worth  of  mortgages. 
In  other  words,  if  a  man  has  $40,000  in  mortgages  and  he  nets  6  per 
cent,  that  means  an  income  of  $2,400  a  year.  Now,  if  his  income  is 
$2,000  or  $5,000  or  $100,000  or  $5,000,000  a  year,  he  simply  has  that 
$2,400  in  the  way  of  relief  from  income  taxes. 

Mr.  Cross.  That  would  be  an  inducement,  I  should  think. 

The  Chairman.  It  would  not,  I  believe,  be  much  of  an  inducement 
to  the  big  man,  because  that  would  not  amount  to  anything  with  him. 
Suppose  that  the  tax  were  20  per  cent  on  $2,400;  it  would  only 
amount  to  $480,  and  that  would  not  mean  anvthing  particularly  to 
a  man  of  wealth;  but  to  the  farmer,  the  small  merchant,  the  small 
shopkeeper,  the  mechanic,  the  workingman,  who  happens  to  have  a 
thousand  dollars  in  bank,  or  two,  three,  or  four  thousand  dollars,  it 
would  mean  that  he  could  take  his  savings  and  purchase  with  them  a 
tax-exempt  security ;  and  that  would  encourage  everybody,  it  seems 
to  me,  to  put  their  savings  into  real  estate.  A  man  wno  buys  a  little 
home  ana  pays  three,  four,  five,  or  even  ten  thousand  dollars  for  it, 
struggles  to  the  last  ditch  to  save  it,  and  only  in  very  rare  instances 
does  he  lose  it ;  and  then  the  man  who  has  loaned  the  money,  or  the 
institution  that  has  loaned  the  money,  always  gets  his  money  back ;  if 
they  have  the  courage  to  buy  the  property  they  get  out  finally  in  any 
event. 

Mr.  Cross.  That  is  true  here,  Senator. 

The  Chairman.  I  have  known  of  some  cases  where  men  loaned  on 
large  investments  in  tenements  or  factory  properties  and  sustained 
a  loss,  but  not  on  small  dwelling  houses. 

Mr.  Cross.  Our  interest  to-day  is  for  the  home  buyer,  the  man 
who  is  buying  a  little  house — three,  four,  five,  six,  or  eight  thousand 
dollars;  and  it  would  undoubtedy  ease  up  this  tight  money  market 
if  some  abatement  or  relief  in  the  mortgage  tax  could  be  brought 
about. 

The  Chairman.  Mr.  Cross,  you  are  a  real  estate  man  ? 

Mr.  Cross.  Yes. 

The  Chairman.  You  buy  real  estate,  representing  clients,  do  you 
not  ? 

Mr.  Cross.  Yes ;  I  do. 

The  Chairman.  Have  you  found  these  excess  profits  laws  and  these 
high  income-tax  laws  tending  to  encourage  an  increase  in  the  price  of 
real  estate,  so  as  to  pass  on  to  tlie  purchaser  the  taxes  ? 

Mr.  Cross.  In  a  few  cases,  yes;  not  in  the  majority  of  cases,  how- 
ever. 

The  Chairman.  Is  there  anything  else  that  you  think  of  that  you 
would  care  to  say  to  the  committee  ? 

Mr.  Cross.  I  would  just  like  to  say.  Senator,  in  regard  to  this 
mortgage  matter  and  housing  matter,  that  so  long  as  this  is  not  a 
local  situation,  that  personally  I  ana  the  real  estate  board  believe 
that  the  Government  should  assist  from  a  national  standpoint,  be- 
cause it  is  a  great  calamity  that  we  are  facing. 

The  Chairman.  We  thank  you  for  coming  here,  Mr.  Cross.  Now, 
is  Mr.  Crawford  in  the  room,  please! 
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STATEkEirr  OF  MR.  DANIEL  GBAWFOBD,  JR.,  PRESIDENT,  PHILA- 
DELPHIA OPERATIVE  BVILDERS'  ASSOCIATION,  PHILADEL- 
PHIA, PA. 

The  Chairman.  Mr.  Crawford,  you  are  engaged  in  the  building 
business? 

Mr.  Crawpobd.  Yes,  sir. 

The  Chairman.  You  are  president  of  an  organization  of  men  who, 
as  I  would  term  it.  build  for  the  market? 

Mr.  Crawford.  They  build  most  of  the  small  dwelling  houses  that 
are  erected  in  the  city. 

The  Chairman.  And  you  are  engaged  in  that  business  yourself? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  you  have  been  for  a  number  of  years? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  in  that  time  you  have  built  a  great  many 
houses,  I  suppose? 

Mr.  Crawford.  I  have  built  possibly  3,500  houses. 

The  Chairman.  Are  you  building  any  this  year  ? 

Mr.  Crawford.  Well,  no;  I  have  not  started  any  this  year.  We 
are  completing  about  150  houses  started  last  year.  Very  lew  of  the 
builders  have  started  any  new  work  this  year,  owing  to  the  peculiar 
conditions  existing  in  this  city.    The  operative  builders  for  many 

i^ears  in  this  city  have  made  a^  business  of  constructing  houses  in 
arge  numbers,  and  down  through  a  period  of  many  years  we  have 
been  able  to  gather  together  a  class  of  workmen  who  were  specialists 
in  the  construction  of  small  dwelling  houses,  with  the  result  that  we 
were  able  to  build  in  this  city  the  average  small  dwelling  house  at 
fully  20  per  cent  less  than  it  could  be  built  in  your  city,  for  instance. 
I  say  that  because  I  have  had  some  experience  over  there  in  the  con- 
struction of  small  dwelling  houses  recently  and  have  had  an  oppor- 
tunity to  make  a  comparison. 

When  the  war  came  on  it  changed  our  conditions  here  materially. 
The  slowing  up  in  the  construction  of  small  dwelling  houses  sent 
those  workmen  into  other  classes  of  construction  and  it  increased  the 
wage  scale  and  practically  did  away  with  the  piecework  job.  Many 
of  the  houses  previous  tothe  war  that  were  erected  in  this  city  were 
erected  on  that  basis — on  piecework  prices. 

The  Chairman.  Let  us  see — ^how  was  that  done? 

Mr.  Crawford.  Well,  take  the  carpentry  work;  you  would  give  a 
man  a  certain  sum  for  putting  the  houses  under  roof. 

The  Chairman.  That  is,  you  would  furnish  the  material  ? 

Mr.  Crawford.  Yes ;  we  would  furnish  the  material,  and  he  would 
get  a  certain  sum  for  putting  the  roof  on. 

The  Chairman.  That  is,  a  two-story  brick  house  ? 

Mr.  Crawford.  Yes.  The  laying  of  the  floors  would  be  a  job  for 
another  man.  The  studding  of  the  house  would  be  a  job  for  another 
man.  They  were  all  specialists  in  their  various  lines.  The  trimming 
of  the  house  would  be  a  job  for  another  man,  and  so  on. 

The  Chairman.  And  you  would  sublet  the  labor  only  ? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  you  would  furnish  the  material  ? 
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Mr.  Crawford.  Yes,  all  material ;  and  that  largely  accounted  for 
the  possibility  of  producing  the  houses  at  such  a  low  figure. 

The  Chairman.  Then  you  would  also  contract  out  the  brick-mason 
work,  the  labor  ? 

Mr.  Crawford.  Yes ;  at  so  much  per  thousand  ,  or,  in  some  cases,  at 
so  much  per  house. 

The  Chairman.  And  the  plumbing? 

Mr.  Crawford.  Generally  the  plumber  furnished  his  material. 

The  Chairman.  And  the  plastering? 

Mr.  Crawford.  The  plasterers  generally  furnished  the  material 
for  the  plaster. 

The  Chairman.  And  you  would  contract  out  separately  the  bath- 
room tiling? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  your  mantles  and  your  gas  Hxtures? 

Mr.  Crawford.  Yes. 

The  Chairman.  And  all  the  rest  of  the  little  items  by  them- 
selves? 

Mr.  Crawford.  Yes.  That  process  was  largely  eliminated  by  the 
work  during  the  war,  and  that  of  itself,  aside  from  the  increase  in 
wages,  has  increased  the  cost  of  the  small  dwelling  house  in  this 
city  fully  20  per  cent. 

The  Chairman.  I  agree  with  you  that  the  war  and  the  rearrange- 
ment of  labor  and  its  change  of  location  have  completely  altered  con- 
ditions, and  that  has  materially  add^d  to  the  cost  of  buildings 

Mr.  Crawford.  Yes. 

The  Chairman.  Go  ahead  now,  Mr.  Crawford. 

Mr.  Crawford.  So  that  for  war  purposes  there  were  pikns  pro- 
vided or  prepared  in  this  city  for  houses  for  the  Hog  Island  ship- 
workers,  for  instance.  Those  houses  were  built,  under  contract 
prices,  for  about  $3,000 — ^the  cost  of  construction  including  the 
builder's  profit. 

The  Chairman.  That  is,  those  brick  houses  ? 

Mr.  Crawford.  Yes;  along  Elm  wood  Avenue.  I  think  I  am  safe 
in  saying  that  those  houses  are  fully  as  good  as  other  houses  erected 
on  the  cost-plus  plan  at  double  the  price. 

The  Chairman.  That  was  a  good  job  for  the  Government. 

Mr.  Crawford.  It  is  the  only  job  m  the  country  that  has  returned 
to  the  Government  a  hundred  cents  on  the  dollar. 

The  Chairman.  Yes ;  and  I  told  them  so  when  I  saw  the  houses  in 
course  of  erection. 

Mr.  Crawford.  That  house  at  $3,000  could  have  been  built  previous 
to  the  war  for  about  $1,600  in  this  city. 

Mr.  Miller.  And  how  much  would  it  cost  now  ? 

Mr.  Crawford.  About  $6,500.  So  that  bears  out  the  statement 
that  construction  to-day  is  a  hundred  per  cent  over  the  cost  of  war- 
time construction,  and  war-time  construction,  we  used  to  say,  with  us 
was  fully  75  per  cent  above  normal  times. 

The  Chairman.  Do  you  mean  to  tell  me  that  if  you  were  ^oing 
to  build  houses  of  the  character  that  you  have  referred  to  that  it 
would  now  cost  $3,000  to-day,  as  compared  with  $1,600  before  the 
war? 

Mr.  Crawford.  I  mean  to  say  exactly  that ;  yes,  sir. 
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The  Chairman.  And  that  has  been  brought  about  by  the  condi- 
tions surrounding  construction  work? 

Mr.  Crawford.  Yes,  sir. 

The  Chairman.  Such  as  the  subletting  to  which  you  referred,  and 
which  you  can  not  do  now? 

Mr.  Crawtord.  Yes.  As  an  illustration,  I  might  say  that  I  have 
built  hundreds  of  those  houses  with  a  carpenter  work  cost  of  not  over 
$150,  and  within  the  past  year,  just  finished — just  finishing  now — 
I  am  finishing  some  houses  now  that  are  costing  me  $500  for  that 
one  item  of  labor  alone. 

The  Chairman.  What  is  your  plumbing  item? 

Mr.  Crawford.  In  the  average  small  dwelling  house? 

The  Chairman.  Yes. 

Mr.  Crawford.  To-day  it  will  run  around  $750. 

The  Chairman.  As  compared  to  about  $200  formerly  ? 

Mr.  Crawford.  $230  to  $250. 

The  Chairman.  What  are  the  masonry  costs — the  brick  ?  What 
are  you  paying  for  brick  to-day  ? 

Mr.  Crawford.  We  are  paying  $22  a  thousand  for  brick  to-day 
that  we  formerly  bought  for  $6.50  and  $7. 

The  Chairman.  Is  that  delivered  on  the  job? 

Mr.  Crawford.  Yes ;  delivered  on  the  job. 

ITie  Chairman.  What  are  you  paying  for  brick  labor  to-day? 

Mr.  Crawford.  For  brick  labor  to-day  the  rate  per  hour  is  $1.30. 

The  Chairman.  As  compared  to  what  formerly? 

Mr.  Crawford.  That  is  for  the  mechanic,  and  $1.10  for  the  laborer. 

The  Chairman.  Our  union  scale  of  wages  is  $10  a  day. 

Mr.  Crawford.  You  are  lower  than  we  are  over  there. 

The  Chairman.  And  our  labor  is  $7. 

Mr.  Crawford.  Yes.  Your  labor  has  increased  recently.  I  think 
your  labor  to-day  is  $8. 

The  Chairman.  Is  it  ? 

Mr.  Crawford.  Yes;  I  think  so. 

The  Chairman.  Now,  let  me  ask  you,  is  the  mason  labor  as  effi- 
cient as  it  was  before  the  war  ? 

Mr.  Crawford.  No  ;  it  is  not.  I  might  say  that  that  condition  was 
true  up  to  approximately  two  months  ago.  There  has  been,  however, 
a  great  improvement  in  the  efficiency  of  the  workmen  within  the  last 
two  months,  because  they  can  see  the  handwriting  on  the  wall. 
Construction  in  this  city  is  practically  at  a  standstill,  and  while  I 
have  no  hope  for  much  of  a  reduction  in  wages — in  fact,  I  do  not  be- 
lieve that  we  can  hope  for  much  of  a  reduction  in  wages,  when  we 
consider  the  report  recently  sent  out  by  the  Department  of  Labor 
at  Washington  showing  the  average  increased  cost  of  living  in  Phila- 
delphia has  been  113.5  per  cent;  but  we  must  have  a  more  efficient 
day's  work  in  order  to  produce  a  house  at  a  price  that  the  public 
can  afford  to  pay. 

'The  operative  builders,  of  course,  knew  the  conditions  early  last 
spring,  as  well  as  anybody  did.  We  held  a  meeting,  and  the  question 
was  raised  as  to  whether  we  should  buy  or  build.  We  knew  that  the 
value  of  existing  realty  was  going  to  increase  materially,  probably 
before  the  broker  or  before  anybody  else  did,  because  we  were  in 
constant  touch  with  the  market ;  but  our  members  held  a  conference. 
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and  they  decided  that  our  function  was  to  build,  and  we  put  our 
money  into  many  hundreds  of  houses,  the  contracts  for  which  were 
made  at  prices  ruling  about  100  per  cent  above  the  old  standard ;  and 
those  houses  were  finished  on  that  basis ;  and  there  are  many  houses 
in  this  city  to-day  that  formerly  sold  for  $3,000  that  are  being  ojffered 
for  $6,000.  Those  houses  could  not  be  replaced  to-day  to  sell  for  less 
than  $8,000.  Houses  at  $5,000— that  were  built  for  $5,000— are  being 
offered  at  $10,000,  and  they  could  not  be  replaced  to  sell  for  less  than 
$12^500  or  $13,000. 

The  Chairman.  Are  they  being  disposed  of? 

Mr.  CRA^VFORD.  No ;  the  public  nas  the  peculiar  thought  that  thps© 

E rices  are  excessive.    As  a  matter  of  fact,  I  am  willing  to  throw  my 
ooks  open  for  inspection  to  anybody  who  wishes  to  look  at  them. 

The  Chairman.  Is  that  what  is  back  of  it  all,  the  fact  that  the 
builder  to-day  has  got  to  compete  with  every  other  existing  building? 
He  is  difTerent  from  a  man  who  manufactures  shoes,  that  wear  out, 
or  a  farmer  who  raises  his  crops — a  product  that  is  consumed— or  a 
man  who  makes  anything  else  that  passes  out  of  existence  when  it  is 
used.  The  builder  who  builds  to-day  is  really  competing  with  the 
buildings  that  were  built  last  year,  and  every  other  house  that  was 
built  before? 

Mr.  Crawtord.  That,  of  course,  is  what  is  retarding  construction. 
No  man  is  going  to  go  to  work  to-day  and  build  houses  that  will  cost 
him  $9,500,  when  he  is  offering  the  same  house  at  $7,500. 

The  Chairman.  Just  like  the  case  that  I  cited  a  moment  ago  of  a 
man  who  built  a  house  that  cost  $145,000  that  he  could  sell  for  $200,- 
000,  and  that  would  cost  $300,000  to  replace  to-day. 

Mr.  Crawford.  Our  cost  to-day  is  averaging  about  270  per  cent 
increase  on  the  old  cost.  We  hope  to  bring  that  down  by  the  spring 
to  250  per  cent.  In  other  words,  while  the  house  that  formerly  cost 
us  $4,000  will  cost  us  $10,800  to-day,  we  hope  that  by  the  spring  labor 
will  see  the  advantage  of  giving  a  better  day's  work,  and  that  we  will 
be  able  to  iron  out  some  of  the  wrinkles  that  exist  to-day,  so  that  we 
can  produce  a  house  of  that  type  for  $10,000,  but  we  have  but  little 
hope  of  producing  it  for  less  than  that  for  manjr  years  to  come,  be- 
cause of  the  program  of  heavy  construction  that  is  being  formulated 
in  this  country.  In  this  city  there  are  tentative  plans,  at  least  afoot 
for  some  heavy  construction ;  and  in  your  city  now  you  have  a  pro- 
gram of  heavy  construction  that  is  absorbing  all  of  your  labor,  and 
that  is  g:oing  to  happen  in  this  city  next  year,  m  my  belief. 

The  Chairman.  I  think  you  are  right  about  that. 

Mr.  Crawford.  I  thank  you. 

The  Chairman.  I  have  given  some  studv  to  this  subject  myself ;  in 
fact,  my  experience  has  been  somewhat  along  the  same  line  as  your 

own. 

Mr.  Crawford.  Yes. 

The  Chairman.  Now,  we  have  been  trying  to  help  you  and  everv 
other  man  in  your  line  by  bringing  about  better  transportation  facili- 
ties for  the  handling  of  building  material  to  the  market.  If  every 
other  commodity  has  priority  over  sand,  gravel,  cement,  and  lumber, 
naturally  there  will  be  a  shortage  in  those  materials  and  the  prices 
will  be  higher.  Now,  do  you  believe  that  if  we  could  have  an  easy 
flow  of  building  material  of  every  character  into  this  market  that 
competition  would,  in  some  degree,  help  you  in  your  buying? 
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Mr.  Crawford.  I  doubt  if  it  would  reduce  the  price  much  below  the 
prices  that  have  been  ruling  for  the  last  two  months,  because  of  the 
increased  cost  of  transportation — the  freight  rates,  of  course,  neces- 
sarily are  added — and  while  there  may  be  some  benefit  to  come  from 
an  easy  flow  of  materials,  that  has  not  troubled  the  operative  builder 
to  a  very  great  extent  in  this  city.  We  have  not  been  operating  to  an 
extent  that  would  absorb  very  much  material,  and  we  use  a  great 
deal  of  local  material.  We  quarry  stone  near  our  jobs  .for  the  cellar 
walls,  and  bricks  are  made  in  the  city  and  delivered  by  team  from  the 
yards.  The  lumber,  of  course,  must  be  shipped  in ;  but  I  do  not  look 
for  much  of  a  reduction  in  lumber,  because  of  the  cost  of  production. 

The  Chairman.  Well,  lumber  at  the  mill  has  been  materially  de- 
creased in  price  ? 

Mr.  Crawford.  At  what  mills? 

The  Chairman.  At  the  Southern  mills.  Recently  at  a  meeting  in 
New  York  of  the  larger  building  material  manufacturers,  the  South- 
em  millmen  told  us  that  lumber — timber  at  the  mills — had  decreased 
from  65  to  45,  but  that  had  not  been  reflected  here  yet,  because  the 
local  men  here  or  in  New  York  were  holding  up  the  price  to  get  rid 
of  their  large  s>tocks  which  they  had  bought  under  the  old  price. 

Mr.  Crawford.  We  have  bought  practically  no  lumber  to  speak 
of  at  $65  to  the  mill.  To  bring  tnat  lumber  here  and  market  it,  even 
at  $45  at  the  mill,  requires  $65  on  the  job. 

The  Chairman.  Wait  a  moment.  I  think  I  am  wrong  in  my  prices. 
I  think  the  millmen  told  us  that  the  price  at  the  mill  had  gone  to  30, 
even  for  short-leaf  yellow  pine. 

Mr.  Crawford.  What  is  the  price  of  short -leaf  yellow  pine  at  the 
mill  to-day,  Mr.  Lesser? 

Mr.  Lesser.  $45  at  Philadelphia. 

The  Chairman.  Then,  I  am  right  about  it. 

Mr.  Crawford.  The  cost  of  short-leaf  pine  on  an  operation  to-day 
is  from  $60  to  $65. 

The  Chairman.  Delivered  on  the  job? 

Mr.  Crawford.  Yes ;  $45  on  the  car  in  Philadelphia. 

Mr.  Miller.  And  how  much  at  the  mill  ? 

Mr.  Crawford.  Thirty-eight.  Now,  I  do  not  wish  to  take  up  very 
much  more  of  your  time.  Senator,  but  there  is  just  one  phase  of  this 
whole  thing  that  I  want  to  call  to  your  attention.    We,  in  Philadel- 

Ehia,  have  been  particularly  fortunate  in  financing  the  small  home- 
uyer,  from  the  fact  that  we  have  a  great  many  building  and  loan 
associations  that  have  loaned  on  second  mortgage  heretofore.  In 
other  words,  if  we  started  an  operation  of  small  houses,  we  placed  a 
first  mortgage  on  them,  to  which  Mr.  Nicholson  called  your  attention, 
which  represented,  under  the  old  conditions,  and  should  at  the  pres- 
ent time,  about  60  per  cent  of  the  selling  price  of  the  property. 

We  have  found  that  the  average  purchaser  does  not  have  more, 
or  I  daresay  that  80  per  cent  of  the  purchasers  do  not  have  more 
than  20  per  cent  in  cash  to  pay  on  account  of  the  purchase  price.  I 
have  sold  hundreds  of  houses  of  the  small  type  around  $3,000  or 
$3,500  on  a  basis  of  10  per  cent  cash,  and  the  percentage  of  loss  on 
those  second-mortgage  loans  made  by  the  building  and  loan  associa- 
tions, has  been  practically  nil,  as  you  said  a  few  moments  ago,  so 
that  I  would  be  bold  enough  to  sav  that  it  was  safe  to  loan  90  per 
cent  on  the  small  dwelling  house ;  but  I  will  reduce  that  figure,  for 
an  average,  and  say  80  per  cent.    I  believe  that  your  bill  should  be 
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increased  from  70  to  80  per  cent,  so  far  as  the  mortgage  is  con- 
cerned. 

The  Chairman.  You  are  speaking  now  of  my  home-loan  bank  bill? 

Mr.  Crawford.  Yes ;  your  home-loan  bill.  I  believe  that  that  could 
safely  be  done,  because  of  our  experience.  As  you  said  a  little  while 
ago,  a  man  will  sweat  and  almost  break  his  back  before  he  will  lose 
his  house;  and  while  I  appreciate  tjie  fact  that  in  any  Government 
scheme  that  may  be  devised  it  would  probably  be  found  objectionable 
to  deal  in  sec6nd  mortgages,  I  devised  for  the  Housing  Corporation 
a  scheme  of  payments  on  some  of  their  houses  here,  whereby  the 
owners — and,  in  fact,  they  used  that  same  plan  over  the  countrjr,  but 
in  this  particular  case  it  was  designed  for  one  of  our  local  ]obs — 
where  the  purchaser  pays  10  per  cent,  and  then  pays  1  per  cent 
monthly  on  the  amount  of  the  mortgage,  which  covered  the  under- 
lying basic  charges  of  taxes  and  water  rent,  etc.  I  have  developed 
it  here  on  a  memorandum,  and  if  you  care  for  it,  I  will  be  glad  to 
give  you  a  copy  of  it. 

The  Chairman.  Yes. 

Mr.  Crawford.  Taking  as  a  basis  a  $10,000  house,  I  have  illus- 
trated the  manner  in  which  we  have  been  accustomed  to  sell  that 
house,  based  on  a  first  mortgage  of  $5,000  and  a  second  mortgage  of 
$3,000  and  20  per  cent  cash,  Slowing  a  monthly  expense  of  $79.75. 
Now,  if  your  bill  is  put  through  so  that  the  home-loan  bank  is  estab- 
lished, a*  mortgage  could  be  taken  for  80  per  cent  and  3  per  cent  of 
the  principal  paid  off  annually,  which  would  make  a  monthly  charge 
of  $81,  or  about  the  same  as  the  plan  that  we  have  here.  I  have 
developed  it  here  on  the  basis  of  3  per  cent,  3|  per  cent,  and  4  per 
cent.  We  find  that  most  of  the  purchasers  desire  to  keep  their 
monthly  obligation  down  as  low  as  possible;  but  most  of  them  will 
pay  additional  amounts  as  they  may  be  able.  I  think  the  average 
experience  with  a  second  mortgage  in  this  city  has  been  that  it  has 
been  paid  off  in  6  years,  rather  tnan  the  full  term  of  12  years.  So 
that  it  would  be  entirely  feasible  and  safe,  in  my  judgment,  for  build- 
ing associations  to  take  a  long-term  mortgage;  ana,  based  on  the  3 
per  cent,  it  would  be  paid  off  in  21  years. 

The  Chairman.  Just  leave  that  memorandum,  Mr.  Crawford,  and 
we  will  have  it  incorporated  in  the  record. 

(The  paper  referred  to  by  Mr.  Crawford  is  here  printed  in  full 
below,  as  follows:) 

Plan  V8€d  extensively  in  Philadelphia  for  financing  the  purchase  of  a  home. 

$10,000  house: 

First  mortgage.  $5,000.  at  6  per  cent $300.00 

Second  mortgage.  $3,000.  15  shares  in  huilding  and  loan. 

Monthly  huilding  and  loan  payments: 

Dues  on  shares $15.00 

Interest 15. 00 

Premium  on  loan,  26  cents  per  share 3.  75 

33.75X12-     4a'>.00 

City  tax  on  $8,000,  at  $3  per  hundred 240.00 

Water  rent .   12.00 


Pays  off  second  mortgage  in  not  more  than  12  years. 
Monthly  outlay  equals  1  per  cent  of  mortgage. 
Many  second  mortgages  paid  off  In  six  years. 


12)     957. 00 
79.75 
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Plan  for  relief  of  housing  situation  at  present  time. 

$10,000  house: 

Mortgage,  $8,000  at  6  per  cent $480.00 

.  City  tax,  $8,000  at  $3  per  hundred 240. 00 

Water   rent 12. 00 

732.00 
Annual  payment,  4  per  cent 320.00 

$87.67    monthb'X  (12) 1, 052. 00 

Pays  off  entire  loan  in  about  17  years. 

$10,000  house: 

Mortgage,  $8,000  at  6  per  cent 480.  00 

City  tax,  $8,000  at  $3  per  hundred 240. 00 

Water    rent 12.00 

732.00 
Annual  payment,  31  per  cent 280. 00 

$84.34    monthly  X  (12) 1,012.00 

Pays  off  entire  loan  in  about  19  years. 

$10,000  house: 

Mortgage,  $8,000  at  6  per  cent 480. 00 

City  tax,  $8,000  at  $3  per  hundred 240.00 

Water    rent 12. 00 

732.00 
Annual  payment  3  per  cent 240. 00 

$81.00    monthlyX  (12) 972.  00 

Pays  off  entire  loan  in  about  21  years. 

Mr.  Crawford.  There  is  just  one  other  point  that  I  would  like  to 
call  your  attention  to,  Senator.  You  speak  of  the  association  being 
allowed  to  borrow  60  per  cent  of  the  mortgage  from  the  bank.  I 
feel  that  that  should  be  increased  to  70  per  cent.  In  other  words, 
both  of  those  items  could  be  increased  10  per  cent,  and  in  some  way 
incorporate  in  your  bill  a  clause  that  will  permit  a  building  and  loan 
association  to  collect  those  basic  charges  monthly.  I  think  that 
would  be  a  very  desirable  feature  of  the  bill. 

The  Chairman.  Now,  I  want  to  ask  you  a  question  or  two,  Mr. 
Crawford. 

Mr.  Crawford.  Very  well. 

The  Chairman.  Have  you  any  knowledge,  or  have  you  had  any 
information  that  there  is  a  combination  among  building  material 
men  here  to  raise  prices  or  to  hold  prices  up  i 

Mr.  Crawford.  No.  We  did  have  such  an  intimation  some  time 
ago,  and  we  took  the  matter  up  as  an  association,  but  w'e  could  not 
find  any  basis  for  it. 

The  Chairman.  Do  you  not  find  all  plumbers  make  the  same  esti- 
mate on  a  given  house  ? 

Mr.  Crawford.  No. 

ilie  Chairman.  And  all  the  men  who  do  cement  work  figure  the 
same  way  ? 

Mr.  Crawford.  No;  because  perhaps  we  have  been  in  rather  an 
advantageous  position  in  that  respect.  If  our  cement  prices  from 
the  cement  man  ran  too  high,  we  would  simply  do  it  ourselves. 


376  RECONSTRUCTION  AND  PRODUCTION. 

The  Chairman.  Do  you  not  find  when  you  add  for  a  quotation  on 
brick  that  the  prices  are  the  same,  no  matter  where  you  gol 

Mr.  Crawford.  Yes ;  we  have. 

The  Chairman.  And  that  the  prices  on  lumber  are  the  same  ?     • 

Mr.  Crawford.  Yes. 

The  Chairman.  That  is  true,  is  it  not? 

Mr.  Crawford.  Yes ;  they  vair  very  little. 

The  Chairman.  If  you  ask  A  to  give  you  a  price  on  timber,  he 
will  quote  you  the  same  price  per  thousand  feet  as  B  ? 

Mr.  Crawford.  No;  that  is  not  exactly  the  case.  I  have  had 
variations  of  $4  a  thousand  on  estimates  which  I  took  last  spring.  I 
had  plans  prepared  for  an  operation  involving  80  houses,  and  took 
estimates,  and  found  they  were  going  to  run  so  high  that  I  simply 
abandoned  it;  but  I  found  out  that  the  lumber  estimates  averaged 
about  $4  a  thousand  variation,  ranging  anywhere  from  $65  to  $70. 

The  Chairman.  So  you  do  not  oelieve  that  there  is  any  hard  and 
fast  combination  of  building  material  interests  here  profiteering? 

Mr.  Crawford.  I  do  not  think  it  is  affecting  us  because  we  can  go 
out  and  buy  wholesale. 

The  Chairman.  Do  some  of  your  members  buy  wholesale  ? 

Mr.  Crawford.  Yes ;  some  of  our  members  buy  in  carloads. 

The  Chairman.  Are  you  interested  in  any  building-material  con- 
cern yourself? 

Mr.  Crawford.  No. 

The  Chairman.  Or  in  any  concern  manufacturing  building  mate- 
rial? 

Mr.  Crawford.  No. 

The  Chairman.  Do  the  gentlemen  in  your  line  of  business  borrow 
money  from  the  savings  banks — any  of  tnem  ? 

Mr.  Crawford.  No.  Mr.  Nicholson  explained  the  situation  very 
thoroughly.  We  go  to  a  trust  company  doing  a  building  and  loan 
business,  and  an  arrangement  is  made  to  advance  about  80  per  cent 
of  the  mortgages  on  those  houses,  that  money  being  advanced  as  the 
work  progresses ;  and,  of  course,  when  the  houses  are  finished — and 
sometimes  when  they  are  nearing  completion,  under  former  condi- 
tions, it  was  possible  to  place  the  permanent  mortgages,  thus  realizing 
the  other  20  per  cent.  Of  late,  however,  it  has  been  almost  impossible 
to  do  that. 

The  Chairman.  Has  that  been  the  one  thing,  in  your  opinion,  that 
has,  more  than  anything  else,  retarded  building  here  ? 

Mr.  Crawford.  No  ;  I  would  not  say  that.  I  would  say  that  the  at- 
titude of  the  public  has  had  as  much  to  do  with  it  as  the  difficultv  of 
financing.  The  difficulty  of  financing,  however,  is  serious,  and  it  is 
imposing  an  additional  expense  on  the  builder  that  is  a  ^reat  hardship. 
We  are  paying  verv  high  commissions  to-day  for  placing  mortgages. 

The  Chairman.  How  much? 

Mr.  Crawford.  In  some  cases  some  of  our  members  have  paid  as 
high  as  5  per  cent  for  three-year  mortgages. 

The  Chairman.  That  is,  5  per  cent  in  the  way  of  a  bonus  to  the 
broker  ? 

Mr.  CRA^VFORD.  The  broker  does  not  get  all  of  that.  The  broker 
gets  about  2  per  cent  and  the  other  3  per  cent — well,  that  goes  some- 
where else. 
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The  Chairman.  Is  not  that  bordering  on  the  edge  of  the  usury  law  ? 
Mr.  Crawford.  Yes ;  but  it  would  be  pretty  hard  to  nail  it. 
The  Chairman.  If  a  builder  has  the  courage  to  take  the  risk,  it  is 
too  bad  that  the  financiers  and  moneyed  men  of  the  community  are 
unloading  it  on  to  the  builder  and  making  it  more  difficult  for  him  to 
build. 
Mr.  Crawford.  That  is  the  situation. 

The  Chairman.  I  heard  of  one  case  in  New  York — a  large  struc. 
ture,  a  commercial  building — where  a  man  borrowed  a  ipillion  dollars 
and  received  only  $900,000.  They  took  out  a  hundred  thousand  dol- 
lars as  bonus. 

Mr.  Crawford.  Yes ;  I  know  that  is  being  done ;  in  fact,  in  the  past 
-some  of  our  building  operations  were  handled  on  that  basis,  but  not 
any  more. 

The  Chairman.  Under  present  conditions,  it  makes  it  much  more 
difficult  for  the  operative  builder  to  do  business? 
Mr.  Crawford.  Surely. 

The  Chairman.  If  you  have  to  pay  the  high  prices  for  material  and 
labor,  and  then  if  the  man  who  loans  the  money  puts  on  5  per  cent 
more  that  is  pretty  tough. 

Mr.  Crawford.  Yes.  I  do  not  mind  telling  you  that  the  average  net 
profit  on  an  operation  is  7  to  8  per  cent.  I  nave  had  lots  of  opera- 
tions where  we  made  a  loss,  but  I  do  not  think  I  ever  had  one  where 
I  netted  more  than  8  per  cent. 

The  Chairman.  It  was  the  fact  that  you  were  doing  a  large  volume 
of  business  that  gave  you  a  fair  return  at  that  rate  ? 

Mr.  Crawford.  Yes;  of  course,  it  is  the  volume  of  business  that 
makes  that  possible. 
Mr.  Miller.  How  high  a  bonus  have  you  heard  of  in  Philadelphia  ? 
Mr.  Crawford.  I  have  not  paid  it,  but  I  have  heard  of  5  per  cent 
on  first  mortgage  and  10  per  cent  on  second  mortgage. 

The  CHAiR>fAN.  What  is  the  usual  bonus  on  second  mortgages 
under  normal  conditions  ? 

Mr.  Crawford.  Under  normal  co'nditions  there  is  practically  no 
ix)nus  on  second  mortgages.  The  building  associations  took  those 
mortgages,  and  you  paid  merely  the  fee  for  the  attorney  for  drawing 
up  the  papers,  which  would  amount  to  $25,  perhaps,  rfow,  that  has 
l)een  brought  about  largely  from  the  fact  that  the  associations  who 
took  loans  on  homes  have  been  restricted  in  their  capacity  to  help 
the  home  buyers,  by  the  banks  making  them  reduce  the  percentage 
of  their  loans.  In  this  State  a  building  and  loan  association  is  per- 
mitted to  borrow  25  per  cent  of  the  value  of  their  free  shares.  The 
banks  have  never  permitted  them  to  borrow  25  per  cent.  They  have 
held  them  to  about  20  per  cent.  At  the  present  time  I  think  it  is 
about  10  per  cent.  So  that  the  building  associations  have  not  been 
able  or  are  not  able  at  the  present  time  to  help  as  they  would  under 
normal  conditions. 

The  Chairman.  So  that  on  every  hand  there  is  discouragement? 

Mr.  Crawford.  There  is  no  question  about  it. 

The  Chairman.  So  the  operative  builder,  who  has  the  courage  and 

the  patience  to  try  to  get  the  money 

Mr.  Crawford.  Yes ;  that  is  the  situation  in  this  city  to-day. 
The  Chairman.  I  believe  that  the  banks  of  this  city  and  other 
<3ities  should  go  the  limit  in  loaning  money  to  the  building  associa- 
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tions — of  course,  always  understanding  that  the  building  and  loan 
associations  protect  the  banks  from  all  loss — and  they  have  plenty 
of  assets  to  do  that? 

Mr.  Crawford.  The  bank  examiners  of  both  the  Nation  and  States 
have  advised  the  financial  institutions  to  keep  all  their  money  in  so- 
called  liquid  securities,  but  the  write-off  that  some  of  them  would 
have  to  make  if  they  marketed  them  to-day  would  startle  the  country .^ 
There  are  a  lot  of  so-called  liquid  securities  that  are  not  liquid  at  all,, 
because  they  could  not  get  40  cents  on  the  dollar  for  them  to-day. 

The  Chairman.  While  a  real  estate  mortgage  is  not  liauid,  and  is 
not  readily  cashed,  it  returns  a  hundred  cents  on  the  dollar  ? 

Mr.  Crawford.  Yes;  always.  Our  savings  funds  are  not  taking,, 
in  my  estimation,  the  amount  of  first  mortgage  they  should  take. 
They  collect  from  the  small  fellow  ^f ew  dollars  at  a  time,  and  I  think 
I  am  safe  in  saying  that  our  large  institutions  do  not  invest  more  than 
10  per  cent  in  mortgages.  There  is  no  reason  on  earth  why  they 
should  not  take  these  small  first  mortgages  on  homes.  They  are  col- 
lecting their  money  from  the  people  who  live  in  those  homes.  ^ 

The  Chairman.  And  there  is  nothing  in  your  State  law  to  forbid 
their  doing  so  ? 

Mr.  Crawford.  Nothing  at  all.  The  only  point  is  that  they  will 
not  accept  the  value  of  the  houses  that  we  are  offering  for  sale  to-day, 
which  is  25  per  cent  below  the  replacement  cost.  They  tell  us  they 
do  not  think  that  value  is  permanent. 

The  Chairman.  Of  course  you  can  not  compel  them  to  do  it? 

Mr.  Crawford.  No  ;  of  course  not. 

The  Chairman.  It  comes  down  to  this,  that  the  man  who  takes  the- 
risk  of  building  takes  all  the  risk? 

Mr.  Crawford.  Yes ;  that  is  the  real  situation. 

The  Chairman.  I  do  not  know  what  you  are  going  to  do  to  im- 
prove that  situation,  unless  you  can  get  the  people  of  the  city  to 
understand  that  their  building  costs  are  not  going  to  materially 
decline. 

Mr.  Crawford.  Mr.  Calder,  if  we  can  make  a  man  realize  that  he 
must  spend  the  same  percentage  for  his  housing  that  he  is  spendin^^ 
for  other  things — ^the  same  percentage  of  increase — it  will  automati- 
cally solve  itself. 

The  Chairman.  He  is  willing  to  pay  a  higher  price  for  diamonds 
and  for  his  amusement,  and  his  clothing,  and  everything  else? 

Mr.  Crawford.  Yes.  In  my  judgment,  the  Government  made  a 
tremendous  mistake  when  it  built  war  housing  and  rented  it  for 
one-half  what  it  should  have  rented  it  for,  because  it  created  in  the 
minds  of  the  people  a  false  impression  that  real  estate  had  not  ad- 
vanced, when,  fts  a  matter  of  fact,  it  had  advanced  more  than  many 
other  commodities.  The  value  of  the  material  which  goes  into  the 
average  house  is  only  about  5  per  cent  of  its  cost.  It  is  all  labor 
from  that  point  on,  and  until  the  time  comes  when  we  can  reduce  the 
cost  of  labor  in  every  industry  we  can  not  reduce  it  in  construction. 

The  Chairman.  Mr.  Crawford,  the  building  of  homes  for  the  peo- 
ple— the  great  mass  of  the  people — is  a  matter  of  great  importance 
to  everybody,  and  it  tends  to  our  social  benefit  ? 

Mr.  Crawford.  Surely. 
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The  Chairman.  Have  you  ever  thought  of  urging  upon  your  legis- 
lature an  exemption  on  all  new  buildings  from  local  taxation  for  a 
period  of  years? 

Mr.  Cra^^ford.  No;  that  was  a  new  thought  that  you  advanced 
to-day.    I  had  never  heard  of  that  before. 

The  Chairman.  I  think  that  you  people  in  Philadelphia  ought  to 
•consider  that. 

Mr.  Crawford.  We  have  taken  that  up  with  the  city  government, 
and  if  I  am  not  mistaken  the  present  mayor  has  indicated  a  rather 
favorable  disposition  toward  it.   * 

The  Chairman.  Let  us  suppose  that  for  the  next  five  years  all 
houses  built  exclusively  for  dwelling  purposes  shall  be  exempt  from 
all  city  taxation — not  the  land,  but  the  improvements — for  a  period 
of  five  years 

Mr.  Crawford.  That  would  be  a  material  help. 

The  Chairman.  You  heard  ine  discussing  some  time  ago,  perhaps, 
the  shipping  bill  that  we  enacted  at  this  pa»t  session? 

Mr.  Crawford.  No;  I-could  not  hear  vou  very  well. 

The  Chairman.  Well,  I  pointed  out  that  we  had  set  the  precedent 
in  Congress  of  relieving  from  all  excess-profits  taxes  the  income  or 
profits  o;i  American  vessels  engaged  in  foreign  trade,  provided  those 
profits  were  invested  in  the  building  of  new  vessels.  Now,  it  might 
be  some  encouragement  to  you  as  operative  builder  if  we  were  to 
•exempt  your  profits  from  all  Federal  taxation,  provided  you  invested 
those  profits  m  other,  buildings. 

Mr.  Crawford.  Yes;  surely. 

The  Chairman.  The  Government  would  lose  but  little  in  taxes, 
because  if  you  did  not  build  new  houses  they  would  collect  the  tax ; 
and  if  you  did  build  new  houses  vou  would  create  profits  on  the  labor 
and  the  material,  and  in  the  end.  it  would  much  more  than  make  up 
the  diflFerence. 

Mr.  Crawford.  Everything  that  is  done  to  reduce  the  builder's 
•cost  is  going  to  redouna  to  the  benefit  of  the  purchaser,  because  the 
competition  that  we  have  in  our  business  will  surely  take  care  of  the 
price. 

The  Chairman.  And  it  will  redound  to  the  interest  of  the  cora- 
mimity.  the  city,  and  the  State  and  the  Nation. 

Mr.  Crawford.  Yes;  surely. 

Mr.  Miller.  Mr.  Crawford,  you  stated,  I  believe,  that  one  of  the 
reasons  why  the  people  are  so  reluctant  to  pay  the  present  prices  for 
lousing  was  because  of  the  false  impression  created  by  the  Govern- 
ment during  the  war  in  renting  the  housing  that  the  Government 
built  at  figures  less  than  they  should  have  charged;  and  you  said 
also,  I  believe,  that  financing  was  one  of  the  difficulties  of  the  present 
housing  situation  ?  Now,  have  you  any  other  reason  for  that  condi- 
tion in  mind  ? 

Mr.  Crawford,  Well,  a  natural  reluctance  to  accept  a  high  cost  is, 
really,  I  presume,  more  to  blame  for  this  condition  than  the  fact 
that  the  Government  rented  those  houses,  and  that  is  merely  inci- 
dental. Those  houses  were  erected  during  a  period  when  there  was 
no  other  construction  going  on,  and  it  gave  to  the  public  the  impres- 
sion that  other  property  should  be  rented  on  the  same  basis. 

The  Chairman.  The  public  does  not  show  any  reluctance  to  pay- 
ing an  increased  price  for  automobiles  and  silk  shirts,  etc.  ? 
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Mr.  Crawford.  As  I  size  up  the  situation,  we  are  on  a  new  level' 
of  values.  The  old  suit  of  clothes  that  we  paid  $25  for  five  years  ago* 
is  no  longer  an  old  $25  suit  but  it  is  a  $75  suit  now.  The  public  must 
appreciate  that  labor  to-day  is  getting  two  and  a  half  times  what  it 
formerly  received,  on  an  average,  and  the  general  balance  must  be- 
higher  to-day — a  new  level — and  in  making  that  level  I  am  satisfied' 
that  the  cost  of  housing  must  be  brought  up  in  order  to  be  in  pro- 
portion to  what  it  formerly  was. 

The  Chairman.  You  think  they  must  come  to  that  realization? 

Mr.  Crawford.  Yes. 

The  Chairman.  As  I  said  a  while  ago  to  another  witness,  the- 
difficulty  with  the  housing  situation  ancTthe  sale  of  houses  is  that 
we  are  compelled  to  compete  with  every  other  house  that  ever  was- 
built. 

Mr.  Crawford,  Yes. 

The  Chairman.  Our  shoes  wear  out  and  our  clothing  wears  out 
and  we  consume  the  products  of  the  farm,  but  houses  last  sometimes 
for  a  hundred  years,  and  you  have  got  to-  raise  the  value  of  the* 
houses  that  you  built  five  years  ago  and  sold  for  $4,000  up  to  $12,000,. 
as  it  costs  to-day  that  much  more  in  proportion. 

Mr.  Crawford.  Surely. 

The  Chairman.  And  that  is  why  the  housing  situation  is  more- 
difficult  than  any  other  problem  in  oar  whole  rehabilitation  of  the^ 
Nation's  industrial  activities. 

Mr.  Crawford.  That  is  true. 

The  Chairman.  And  that  is  the  reason  why  I  have  been  willing, 
instead  of  taking  my  vacation,  to  devote  this  summer  to  going 
through  the  country  m  order  to  get  your  side  of  the  story  and  the 
other  fellow's  side  of  the  story,  and  then  try  to  convince  Congress 
that  this  is  a  great  national  emergency  and  that  for  the  next  few 
years,  at  least,  Congress  must  do  its  part  in  encouraging  the  building 
of  homes  for  the  people.  If  they  do  not,  we  may  be  soon  in  a  situa- 
tion like  the  one  m  England,  where  the  Government  itself  is  subsi- 
dizing construction  by  paying  to  builders  like  you  £70  per  room 
for  building  ho;1ses. 

Mr.  Crawford.  Yes.  I  feel  that  the  most  constructive  measure 
that  you  could  take  to  help  in  this  housing  situation  would  be  your 
bill,  or  some  bill  of  that  nature  that  will  provide  an  outlet  for  the- 
permanent  security.  So  far  as  the  builder  is  concerned,  I  think  we 
can  take  care  of  ourselves  through  the  companies  who  do  that  sort 
of  a  business,  and  I  think  it  is  wise  to  do  it.  They  have  expert  in- 
spectors who  go  around  and  allow  you  so  much,  when  you  are  en- 
titled to  it,  and  if  the  Government  were  to  attempt  to  transact  that 
kind  of  business  it  would  probably  cost  ten  times  as  much  as  it  costs 
to-day.  Three  per  cent  is  not  an  unusual  charge  for  a  trust  com- 
pany to  make,  in  my  estimation,  for  that  service ;  but  we  must  have* 
an  outlet  for  the  permanent  security  when  the  property  is  completed. 
That  is  absolutely  essential. 

The  Chairman.  You  are  opposed  to  the  Nation,  State,  or  the  mu- 
nicipality building  homes  for  the  people  ? 

Mr.  Crawford.  Well,  I  am  not  opposed  to  it.  If  they  will  only 
go  ahead  and  do  it,  I  am  not  afraid  of  the  competition  at  all. 

The  Chairman.  But  you  think  that  it  is  economically  unsound? 
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Mr.  Crawford.  Yes ;  I  do. 

The  Chairman.  And  you  think  that  it  is  unwise  for  the  Nation, 
the  State,  or  the  municipality  to  loan  money  on  mortgage? 

Mr.  Crawford.  I  think  it  is  wise  to  do  that ;  yes. 

The  Chairman.  For  the  State  to  loan  money  ? 
.   Mxs  Crawford.  Yes;  but  I  do  not  think  that  this  State  can  do  it 
under  its  present  constitution. 

The  Chairman.  Would  you  favor  changing  the  constitution  so 
that  the  State  might  do  that  ? 

Mr.  Crawford.  I  certainly  would. 

The  Chairman.  You  believe  that  would  be  a  good  thing! 

Mr.  Crawford.  Yes.  Anv  source,  be  it  city.  State,  or  Nation,  that 
will  furnish  the  funds  to  finance  this  home-building  program,  the 
home  buyer — ^not  the  builder — is  going  to  be  placed  a  oig  step  for- 
ward. 

The  Chairman.  I  find  that  most  people  are  opposed  to  that  which 
you  have  just  agreed  to.  They  favor  any  le^slation  that  would  tend 
to  encourage  private  capital  or  the  institution  with  capital  to  loan, 
rather  than  to  have  the  State  itself  loan  it. 

Mr.  Crawford.  If  the  Nation  or  the  State  provides  an  outlet  for 
these  mortgages  at  a  rate  that  is  attractive  or  reasonable,  then  the 
private  investor,  if  he  wants  to  invest  in  that  class  of  security,  will 
be  forced  to  accept  that  same  rate  of  return.  It  would  not  shut  out 
the  private  investor  at  all,  but  it  would  provide  an  outlet  on  a  rea- 
sonable basis. 

Mr.  Miller.  You  stated  a  moment  ago,  I  think,  that  only  about  10 
per  cent  of  the  savings  deposits  were  loaned  on  real  estate  securities? 

Mr.  Crawford.  Yes ;  that  is  true,  I  think. 

Mr.  Miller.  Have  you  any  idea  in  what  kind  of  securities  the 
people's  savings  are  invested — the  other  90  per  cent  of  them  ? 

Mr.  Crawford.  Most  of  them  in  stocks,  bonds,  or  municipal  bonds; 
a  good  many  of  them  in  tax-exempt  securities. 

Mr.  MnxBR.  That  is  all. 

The  Chairman.  That  is  all,  Mr.  Crawford,  unless  you  have  some- 
thing further  that  you  would  like  to  say  to  the  committee  ? 

Mr.  CrawfordT  No,  Senator. 

The  Chairman.  Thank  you,  Mr.  Crawford.  Now,  ladies  and  gen- 
tlemen, the  committee  will  take  a  recess  for  an  hour,  and  will  then 
continue  fts  hearings  until  along  about  5  o'clock ;  and  any  gentleman 
who  has  been  invited  to  come  here,  and  whose  name  I  have  not  called, 
we  will  be  glad  to  hear  him  this  afternoon. 

(Whereupon,  at  1.35  o'clock  p.  m.,  the  committee  took  a  recess  until 
2.35  p.  m.) 

AFTER  RECESS. 

(At  2.55  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess.) 

The  Chairman.  Ladies  and  gentlemen,  the  committee  must  con- 
clude this  hearing  this  afternoon  by  a  quarter  after  5,  and  therefore 
we  will  ask  the  witnesses  to  discuss  these  matters  to  the  point,  so 
that  we  may  get  all  that  they  know  or  care  to  tell  us  as  directly  as 
possible. 

The  committee  would  now  like  to  hear  Mr.  Ihlder,  if  he  is  in  the 
room. 
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STATEMENT  OF  ME.  JOHN  IHLDEE,  SECEETAEY,  PHILADELPHIA 

HOUSING  ASSOCIATION. 

•The  Chairman.  Mr.  Ihlder,  you  are  secretary  of  the  Philadelphia 
Housing  Association  ? 

Mr.  !faLDER.  Yes,  sir. 

The  Chairman.  Is  that  association  an  official  one  appointed  by  the 
city  authorities  ? 

Mr.  Ihlder.  It  is  not.  It  is  composed  of  private  individuals  who 
are  interested  in  the  improvement  of  housing  conditions. 

The  Chairman.  The  membership  of  it  is  composed  of  public- 
spirited  citizens? 

Mr.  Ihlder.  Yes,  Senator;  it  is  composed  of  public-spirited  citi- 
zens who  contribute  to  its  support. 

The  Chairman.  Are  these  men  builders  themselves? 

Mr.  Ihlder.  In  very  small  proportion. 

The  Chairman.  Can  you  give  the  committee  some  information 
concerning  the  shortage  of  housing  in  this  city  ? 

Mr.  Ihlder.  I  would  like  to  say,  Senator,  that  our  point  of  view  is 
somewhat  different  from  that  of  the  witnesses  who  spoke  this  morn- 
ing. You  will  remember  that  each  of  them  spoke  as  from  his  own 
business  point  of  view,  and  each  of  them  was  concerned  with  what 
would  make  his  business  move  more  rapidly.  We  are  interested  in 
getting  an  adequate  supply  of  good  houses  for  the  city  of  Phila- 
delphia. It  is  not  good  business,  from  our  point  of  view,  if  we  fall 
short  of  an  adequate  supply^  no  matter  how  profitable  it  may  be  to 
other  people  or  how  well  business  may  move  within  that  radius.  You 
will  remember  that  Mr.  Nicholson  said,  in  answer  to  your  question, 
that  if  mortgage  money  flowed  freely  that  th^  would  be  able  to  take 
care  of  the  housing  needs  of  Philadelphia.  We  are  inclined  to  ques- 
tion that  because  of  the  tremendous  shortage  at  present.  It  is  esti- 
mated that  we  are  from  twenty  to  thirty  thousand  houses  short,  at 
least,  and  some  figures  go  above  that.  The  operative  builders  say 
that  our  six-room-and-bath  house — ^the  tvpical  house  of  the  wage 
earner — will  cost  rather  above  than  below  $6,000.  I  think  Mr.  Craw- 
ford brought  that  out  this  morning,  too.  That  means  that  we  must 
raise  from  one  hundred  and  twenty  to  one  hundred  and  eighty  mil- 
lions of  funds,  and  I  wish  that  you  might  have  asked  the  question, 
"Are  you  ready  to  produce  that  amount  of  money,  and  under  what 
conditions? "  and  then,  from  our  point  of  view,  we  would  have  had 
an  answer. 

The  Chairman.  Well,  will  you  give  us  the  information,  if  you  can? 

Mr.  Ihlder.  Well,  that  is  the  situation.  Our  present  housing 
shortage  in  Philadelphia  is  estimated  at  from  20,000  to  30,000  houses. 
The  builders  state  that  it  costs  to-day  over  rather  than  under  $6,000 
to  build  a  six-room  house,  the  typical  wage  earner's  dwelling.  At 
this  minimum  price  it  would  cost  from  $120,000,000  to  $180,000,000 
to  meet  our  needs.  Most  of  the  houses  being  erected  are  more  expen- 
sive than  this ;  but,  even  so,  the  number  is  small. 

In  July  permits  for  only  37  dwellings  were  issued.  Of  these,  only 
9  were  for  two-story  houses,  at  an  average  estimated  cost  of  $5,677; 
24  were  three-story  houses,  at  an  average  estimated  cost  of  $10,917; 
and  4  were  tenement  houses. 
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In  June  permits  were  issued  to  only  36  dwellings.  Of  these  only  9 
were  for  two-story  houses,  at  an  estimated  average  cost  of  $6,388 ;  4 
were  for  three-story  houses,  at  an  average  estimated  cost  of  $22,250 ; 
21  were  frame  structures — a  very  unusually  large  number — at  an 
estimated  average  cost  of  $4,990.  One  was  a  tenement  house  and  one 
a  rooming  house. 

During  the  first  six  months  of  1920  only  1^23  permits  were  issued. 
With  the  exception  of  1918,  when,  however,  the  Federal  Government 
began  construction  of  some  2,000  houses,  which  are  not  included  in 
the  city's  figures,  as  no  permits  for  them  were  issued,  this  is  the  lowest 
record  for  many  years. 

In  1915  permits  issued  for  9,503  houses;  and  in  1916,  the  last 
normal  year,  for  7,158. 

So  not  only  are  we  greatly  underbuilt,  but  the  prospects  are,  unless 
some  new  method  of  stimulating  building  is  devised,  that  we  shall 
fall  farther  behind.  Total  figures,  of  course,  do  not  ffive  an  accurate 
picture.  While  every  class  in  the  community  feels  the  pinch  to-day, 
those  who  feel  it  most  are  the  wage  earners  and  those  on  small  sala- 
ri^.  For  them,  constituting  as  .they  do  the  bulk  of  our  population, 
practically  nothing  is  being  done. 

The  immediate  effect  of  the  housing  shortage  has  been  to  diminsh 
our  population.  During  the  war  we  had  a  tremendous  increase  of 
working  population  because  of  the  concentration  of  war  industries 
here.  These  people,  more  or  less,  accepted  poor  living  conditiomi 
temporarily  as  a  necessary  accompaniment  of  war  work.  Yet,  even 
during  the  war  and  with  war  wages,  the  labor  turnover  was  so  great 
that  the  Federal  Government  was  forced,  celuctlantly,  to  buUd  houses 
and  so  help  to  stabilize  labor.  When  the  armistice  was  signed  the 
Government  undertook  no  more  building  operations.  Since  then  we 
have  lost  population.  This  loss,  so  far  as  the  native  American  popula- 
tion is  concerned,  will  probably  continue  until  there  is  an  appreciable 
relief  in  the  housing  situation.  From  the  social  point  of  view  we 
should  watch  this  decrease  •with  thanksgiving,  if  we  are  not  able  to 
provide  proper  housing,  for  it  means  some  relief  for  those^ho  stay. 
From  the  industrial  point  of  view  it  is  another  matter.  Those  who 
^  because  they  can  not  find  proper  dwellings  for  their  families  are 
apt  to  be  among  the  best. 

But  meanwhile,  another  movement  has  begun.  Immigraftion, 
almost  suspended  during  the  war,  is  apparently  getting  back  to  pre- 
war volume.  Yesterday's  news  contained  an  item  that  more  than 
5.000  immigrants  are  arriving  daily  at  Ellis  Island.  A  few  days  ago 
we  were  told  that  great  camps  are  being  erected  outside  of  Danzig  to 
accommodate  the  thousands  of  refugees  from  Russia  and  Poland 
who  are  awaiting  ships  to  bring  them  to  America,  refugees  destitute 
and  scourged  with  disease.  Even  if  our  representatives  in  Europe 
keep  back  the  obviously  diseased  and  unfit,  those  who  do  come  will 
firing  us  many  problems.  A  ghort  time  ago  we  were  told  that  ships 
from.Italv  are  loaded  to  capacity  with  immigrants,  and  one  of  our 
immigration  officials  said  that  these  new  arrivals  can  not  compare  in 
phvsique  and  stamina  with  their  prewar  predecessors. 

iTiese  are  the  people  who  are  coming  in  to  take  the  place  of  depart- 
ing native-born  Americans.    They  do  not  demand  as  good  dwellings 
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as  do  the  people  we  are  losing,  and  in  that  lies  our  danger.  Dwellings 
already  overcrowded  will  become  more  overcrowded.  The  evils  we 
have  now  will  seem  slight  as  we  look  back  upon  them  three  or  four 
years  hence — unless  we  do  something. 

Though  we  are  to-day  losing  population  we  have  not  and  are  not 
losing  it  fast  enough  to  prevent  the  development  of  conditions  that 
will  remain  to  plague  us  for  a  generation.  Houses  are  deteriorating 
because  it  is  possible  to  rent  or  sell  them  at  a  profit  without  making 
even  the  most  necessary  repairs.  Single  family  houses  are  being 
convei-ted  into  tenements.  Philadelphia  is  rapidly  losing  its  char- 
acter as  a  city  of  homes,  and  is  becoming  a  city  of  makeshift  tene- 
ments. Houses  designed  for  one  family  are  occupied  by  two  or  more. 
Standards  of  living  are  being  lowered.  Irritation  over  these  condi- 
tions is  widespread  and  is  settling  into  a  deep-seated  discontent  which, 
unless  the  cause  is  removed,  will  find  expression  in  the  future. 

There  is  no  easy  panacea  for  this  condition.  AVe  recognize  that  it 
is  not  local,  that  it  is  not  confined  to  America,  but  is  world  wide. 
We  recognize  that  no  remedies  will  have  full  effect  for  several  years. 
What  we  hope  for  is  that  the  present  compelling  interest  in  the  sub- 
ject will  result  in  something  more  than  superficial  measures  which 
will  make  no  improvement^  It  is  folly  to  spend  time  or  thought 
trying  to  get  back  to  a  prewar  basis  and  to  the  use  of  prewar  methods. 
Even  before  the  war  those  methods  had  failed.  They  had  given  us 
slums  in  the  richest  country  in  the  world  and  in  an  age  of  unequaled 
prosperity.  The  difference  between  now  and  then  is  not  that  condi- 
tions are  worse,  but  that  a  far  larger  proportion  of  the  community 
is  suffering  from  them.  Now,  that  we  are  awakened  to  the  im- 
portance of  housing,  we  must  study  the  subject  thoroughly. 

During  and  since  the  war  the  old  methods  of  providmg  houses 
broke  down,  and  thev  give  no  promise  of  being  revived  sufficiently 
even  to  provide  relief.    We  must  look  beyond  them. 

In  Philadelphia  several  promising  beginnings  of  new  methods 
have  been  made,  but  the  trouole  is  that  thbse  who  are  in  a  position  to 
give  them,  force,  to  make  them  at  all  adequate  to  the  need,  hold  aloof. 
The  task  is  so  big;  it  means  so  great  a  change  in  attitude  of  mind, 
such  a  revision  of  old  methods,  that  there  is  a  natural  hesitancy  at 
embarking  upon  it.  Each  holds  back  in  the  hope  that  somehow  the 
problem  will  work  itself  out. 

We  believe  that  the  greatest  service  your  committee  can  render 
will  be,  first,  to  present  a  definite,  clear-cut  statement  of  the  situation 
with  its  economical  and  social  effects  to  each  of  such  important 
groups  as  the  banking  interests,  the  manufacturers,  the  merchants, 
the  labor  unions,  as  well  as  to  agencies  obviously  interested^  likte 
the  operative  builders'  association,  the  real  estate  board,  and  the 
housing  association,  and  get  them  to  give  definite,  clear-cut  answers 
to  these  questions :  First,  what  do  you  believe  should  be  done  to  in- 
crease the  supply  of  dwellings,  especially  those  for  people  of  small 
means,  and  to  prevent  the  deterioration  of  existing  dwellings?  and, 
secondly,  What  part  will  you  undertake? 

The  modern  manufacturer  or  other  employer  can  no  longer  per- 
suade himself  that  he  has  no  interest  in  the  way  his  employees  are 
housed. 
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The  modern  banker  can  not  persuade  himself  that  an  industrial  or 
business  community  where  the  workers  are  badly  housed  is  on  as 
sound  a  foundation  as  one  in  which  the  workers  are  well  housed. 

The  labor  unionist  is  learning  that  it  is  not  hi^h  wages  in  dollars 
that  counts,  but  the  power  to  purchase  those  things  that  make  life 
worth  while. 

This  hearing,  we  hope,  is  but  preliminary  to  another  hearing  early 
in  the  autumn,  when  these  questions  will  be  answered,  for  this  hear- 
ing was  called  on  such  short  notice  that  no  real  preparation  for  it 
was  possible.  If  you  can  announce  now  the  date  when  you  will  re- 
turn and  will  state  that  at  that  time  you  will  ask  the  different  groups 
to  send  representatives  to  answer  these  questions,  we  believe  that  you 
will  get  results. 

We  also  suggest  that,  meanwhile,  if  you  have  not  already  done  so — 
and  I  see  that  you  have — your  committee  employ  competent  persons 
to  make  a  thorough  study  of  such  matters  as  the  present  methods 
of  dealing  in  land  and  their  effects  upon  house  construction ;  present 
methods  of  financing  house  construction  and  their  cost ;  present  sup- 
ply, distribution,  and  facilities  for  transporting  building  materials ; 
and  present  operative  methods  of  constructing  dwellings  and  the 
wastes  involved. 

The  cost  of  house  building  to-dav  is  so  high  that  a  good,  new  house 
is  beyond  the  reach  of  a  family  of  moderate  means.  The  supply  of 
existing  good  houses  is  utterly  inadequate  to  the  need.  If  it  is  pos- 
sible to  build  houses  more  cheaply,  the  way  must  be  found. 

We  hear  of  plans  to  revise  or  do  away  with  the  taxes  on  mortgages. 
They  would  probably  help,  but  not  enough  to  really  count.  We  heai 
of  land  banks,  such  as  that  in  New  York,  but  we  do  not  hear  that 
the  New  York  land  bank  has  solved  the  problem.  We  hear  of  a 
Federal  home-loan  bank,  analogous  to  the  farm-loan  bank.  We  hear 
much  of  State  aid  in  the  form  of  loans  for  house  building,  but  we 
know  that  if  this  is  practiced  on  a  large  scale  without  supplementary 
measures  cheap  State  money  will  be  balanced  by  increased  land 
prices.  We  also  know  from  European  experience  that  this  alone  can 
not  provide  enough  houses.  We  hear  of  Government  ownership  of 
land  to  check  land  speculation,  which  is  admitted  to  be  one  or  the 
chief  causes  of  improper  housing.  We  hear  of  building  guilds  to 
eliminate  the  middleman  contractor.  We  hear  of  copartnership! 
societies  which  will  supply  the  greatest  lack  in  housing,  proper 
management. 

But  all  these  proposals  are  tentative  or  small  in  scope  or  fail  to 
achieve  their  purpose  because  they  have  not  behind  them  those  strong 
elements  in  the  community  which  would  benefit  most  from  the 
stabilitv  and  content  due  to  good  housing,  but  which  hold  aloof  be- 
cause tRey  do  not  know  the  facts.  If  your  committee  will  produce 
these  facts  and  on  the  basis  of  those  facts  get  the  banking,  industrial, 
commercial,  and  labor  groups  to  commit  themselves  to  a  constructive 
policy,  we  believe  it  will  have  gone  a  long  way  toward  solving  the 
housing  problem. 

The  Chairman.  Have  you  anything  further  to  say,  Mr.  Ihlder? 

Mr.  Ihij>er.  No,  sir.  Senator. 

The  Chairman.  Thank  you  very  much.  Now,  is  Mr.  Mason,  of  the 
Commercial  Trust  Co.,  in  the  room? 
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STATEMENT  OF  MR.  JOHN  H.  MASON,  FEESIBENT,  COMMEECIAL 

TEUST  CO.,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Mason,  you  are  the  president  of  the  Commer- 
cial Trust  Co.,  of  this  city? 

Mr.  Mason.  Yes,  sir. 

The  Chairman.  What  is  the  capital  stock  of  your  company? 

Mr.  Mason.  $2,000,000. 

The  Chairman.  And  what  is  the  surplus? 

Mr.  Mason.  Three  million. 

The  Chairman.  And  what  are  your  deposits? 

Mr.  Mason.  Twenty-six  million. 

The  Chairman.  You  do  a  regular  trust  company  and  banking 
business? 

Mr.  Mason.  Yes. 

The  Chairm  an.  Do  you  loan  out  any  money  on  real  estate  bond  and 
mortgage  ? 

Mr.  Mason.  None. 

The  Chairman.  Do  you  assist  in  financing  building  and  loan  as- 
sociations? 

Mr.  Mason.  We  do.    We  lend  to  the  building  and  loan  associations. 

The  Chairman.  Have  you  any  money  loaned  to  them  now  ? 

Mr.  Mason.  Oh,  yes ;  we  always  have. 

The  Chairman. . Have  you  been  curtailing  those  loans  of  late? 

Mr.  Mason.  I  should  reckon  they  are  larger  to-day  than  they  have 
ever  been. 

The  Chairman.  Mr.  Mason,  your  interest,  of  course,  is  in  a  bank 
that,  indirectly  has  to  do  with  the  development  of  this  great  city 
in  furnishing  funds  for  building  purposes,  and  we  would  be  glad 
if  you  would  tell  the  committee  just  what  you  have  in  mind  that 
you  think  would.be  helpful  in  this  situation. 

Mr.  Mason.  Senator,  T  think  that  wherever  there  is  a  building  op- 
eration, and  there  is  any  necessity  to  provide  houses,  they  can  always 
borrow  the  money,  provided  they  pay  the  market  rate.  Money  is 
just  like  any  other  commodity.  It  has  its  price  in  one  season  or 
another,  so  that  I  do  not  feel  that  there  is  ever  any  difficulty  in  fi- 
nancing such  an  undertaking,  provided  it  is  warranted  and  is  sound. 
Frankly,  T  do  not  think — and  I  say  it  with  great  hesitancy,  because 
I  know  so  little  about  this  thing — that  there  is  such  a  shortage  of 
houses  as  most  people  seem  to  think. 

The  problem,  I  think,  is  the  lack  of  transportation ;  people  can  not 
get  back  and  forth  to  their  work  unless  they  are  adequately  trans- 
ported, and  therefore  they  have  congested  in  the  great  cities.  Take 
the  case  of  New  York,  your  great  Commonwealth,  and  I  suppose 
there  are  possibly  50,000  people  to  be  delivered  in  one  hour  at  the 
Equitable  Life  Building,  at  120  Broadway,  and  perhaps  in  an  hour 
and  a  half  taken  away.  Now,  if  you  can  spread  those  people  out 
through  a  great  community,  the  corner  stone  is  transportation,  and 
I  think  you  will  have  come  very  near  to  solving  most  of  your  housing 
problems  in  the  big  cities  if  you  can  provide  adequate  transportation 
facilities  for  the  people. 

Tlie  Chairman.  Mr.  Mason,  money  is  pretty  tight  for  business 
generally  now,  is  it  not? 
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Mr.  Mason.  I  should  say  it  has  never  been  tighter. 

The  Chairman.  What  is  the  cause  of  that? 

Mr.  Mason.  Well,  it  is  due  mainly,  I  think,  to  the  strain  on  credit 
throughout  the  world.  The  world  for  the  past  five  years  has  spent 
its  time  destroying  instead  of  constructing.  Now,  to  replace  that 
enormous  destruction  there  will  be  a  strain  upon  credit  for  years  to 
come,  I  think;  but,  in  addition  to  that,  I  think  that  all  the  currencies 
of  the  world  are  so  inflated  that  there  must  be  a  method  of  orderly 
deflation.  That  may  be  by  the  restoration  of  credit  or  it  UKiy  be  by 
very  high  rates  for  credit.  I  think  it  is  more  apt  to  be  a  little  but 
of  both. 

The  Chairman.  Have  you  thought  of  a  sales  or  consumption  tax  ? 

Mr.  Mason.  I  believe.  Senator,  that  the  excess-profits  tax  was  a 
perfectly  sound  and  proper  tax  for  war  time.  I  look  upon  it  sis  a 
war  tax.  In  peace  times  I  look  upon  it  as  a  very  unsound  ttix.  The 
surtaxes,  as  you  know,  never  produced  the  revenue  that  it  was  thought 
th^  would,  because  people  who  were  subject  to  a  very  heavy  surtax 
bought  nontaxable  securities.  I  am  a  ^eat  believer  in  the  raising 
of  the  normal  income  taxmnd  addinc:,  ]ust  as  Mr.  Kahn  and  many 
others  have  said,  what  you  may  call  a  sales  tax  or  a  conaimption 
tax,  or  what  not. 

The  Chairman.  Mr.  Kahn  suggested  that  the  maximum  income 
tax  should  be  fixed  at  about  *^0  per  cent.  He  said  that  if  the  larger 
incomes  were  charged  more  than  80  per  cent,  then  nobodv  would  be 
particularly  interested  in  going  out  of  his  way  to  invest  his  means  in 
anything  but  tax-exempt  securities. 

Mr.  Mason.  I  think  there  is  considerable  in  that. 

The  Chairman.  He  said  that  the  higher  incomes  to-day  pay  78  per 
cent,  and  that  requires  an  investment  totaling  24  per  cent  to  give  a 
net  income  at  6  per  cent.  He  says  that  men  could  get  6  per  cent  on 
tax-exempt  securities  without  much  difficulty,  if  they  looked  for 
them. 

Mr.  Mason.  And  those  are  coming  out  nfiore  now  than  ever. 

The  Chairman.  He  also  told  us  that  to-day  there  are  between 
fourteen  and  fifteen  billion  dollars'  worth  of  tax-exempt  securities 
in  existence  in  this  country,  and  that  that  sum  was  about  two  and 
one-half  times  as  much  as  existed  previous  to  the  war. 

Mr.  Mason.  I  should  reckon  he  is  right.  I  could  not  answer  posi- 
tively. 

The  Chairman.  He  also  suggested,  for  the  immediate  relief  of 
financing  loans  on  real  estate  mortgages,  and  other  business,  that  we 
repeal  our  usury  laws  for  a  period  of  two,  three,  or  four  years,  enact- 
ing legislation  raising  the  legal  rate  of  interest,  and  providing  that 
it  shall  be  for  a  period  of  not  more  than  three  years.  I  thought  per- 
haps that  might  be  a  way  of  bringing  money  into  these  things.  You 
say  that  the  price  of  money  depends  upon  the  seasons  and  other  con- 
ditions ? 

Mr.  Mason.  Yes. 

The  Chahjman.  The  danger  in  repealing  the  usuary  law  is  that  it 
might  result  in  calling  in  all  the  existing  mortgages,  or  a  readjust- 
ment of  the  interest  rate  on  mortgages? 

Mr.  Mason.  I  think,  as  they  fall  due,  the  rate  of  interest  is  being 
raised.    Many  mortgages  in  the  Commonwealth  of  Pennsylvania  are 
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drawn  for  a  period  of  five  years,  and  then  when  the  time  expires, 
they  simply  run  on  and  on;  but  they  are  subject  to  an  increase  in  the 
rate  of  interest. 

The  Chairman.  What  has  been  the  average  rate  on  good  mortgages 
here  in  Philadelphia  ? 

Mr.  Mason.  Right  in  the  central  part  of  the  city? 

The  Chairman.  Yes ;  up  to  four  or  five  years  ago  ? 

Mr.  Mason.  I  should  say  4|  to  5  per  cent. 

The  Chairman.  And  now  all  -the  renewals  are  at  6  per  cent  ? 

Mr.  Mason.  Yes. 

The  Chairman.  And  with  a  bonus  to  secure  the  extension? 

Mr.  Mason.  I  think  to  negotiate  the  loan  they  probably  will  have 
to  pay  a  commission  to  the  lender. 

The  Chairman.  How  high  a  rate  of  commission  is  now  being 
charged  ? 

Mr.  Mason.  That,  I  could  not  answer,  Senator.  I  really  do  not 
know. 

The  Chairjuan.  I  have  heard  of  some  commissions  in  New  York 
as  high  as  10  per  cent. 

Mr.  Mason.  I  should  think  that  was  very  unusual,  because  if  the 
man  had  a  sound  good  proposition,  he  could  go  to  somebody  and 
finance  it  at  much  less  than  that.  Of  course,  it  staggers  a  banker 
when  you  say  "  10  per  cent  commission." 

The  Chairman.  The  loan  that  I  had  in  mind  was  a  million-dollar 
loan — a  large  loan,  and  difficult  to  obtain,  as  you  very  well  know. 

Mr.  Mason.  I  should  think,  sir,  that  if  it  were  on  good  property, 
and  the  obligations  were  sound,  that  a  million  dollars  could  be  easily 
borrowed  at  much  less  than  that. 

The  CHAiR:\fAN.  Mr.  Nicholson  this  morning  urged  that  we  enact 
legislation  exempting  a  limited  amount  of  mortgages  in  the  hands  of 
individiuils  from  Federal  taxation.  What  do  you  think  of  a  sugges- 
tion of  that  kind  ? 

Mr.  Mason.  I  think  it  ought  to  be  very  carefully  considered, 
Senator.  I  am  not  in  favor  of  exemption  from  taxation  of  any 
securities.  I  think  the  more  taxes  we  pay,  which  are  sound  and  fair, 
the  better  citizens  we  become.  I  think  it  is  a  mistake  to  legislate  for 
one  security  to  have  a  privilege  that  others  have  not. 

The  Chairman.  Mr.  Mason,  there  is  no  doubt  about  the  soundness 
of  that  statement,  and  I  agree  with  you,  but  for  the  fact  that  we 
seem  to  be,  as  I  judge  from  the  statements  coming  to  our  committee 
from  all  over  the  country,  in  a  very  serious  situation  concerning 
housing.  You  have  indicated  a  moment  ago  that  you  thought  per- 
haps these  statements  were  exaggerated,  and  T  have  felt  perhaps 
that  they  were,  too.  It  has  seemed  to  me  that  there  should  be  less 
demand  in  your  city  than  in  most  cities  for  housing,  because  this 
is  one  of  the  places  where  the  Government  erected  a  lot  of  houses  of 
a  permanent  character,  and  that  ought  to  relieve  the  situation  here 
considerably.  We  have  not  had  anything  of  that  kind  in  New  York 
or  in  other  cities  where  the  situation  is  acute ;  but  there  is  an  emer- 
gency now.  T  put  that  question  to  Mr.  Kahn  the  other  day,  and  be 
rather  answered  about  as  you  did.  He  said  if  there  were  a  real 
emergency  perhaps  we  might  enact  a  law  that  would  limit  to  some 
degree  the  amount  to  be  exempted.    He  rather  suggested,  somewhat 
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to  my  surprise,  that  perhaps  for  a  year  or  two,  or  three  or  four  years, 
we  might  permit  the  State  or  the  city,  if  there  were  a  real  emergency, 
where  there  was  no  money  to  provide  for  housing  rather  than  to  have 
the  State  or  the  city  go  into  the  building  of  houses  to  loan  money 
on  bond  and  mortgage.  I  do  not  believe  in  that,  and  I  would  not 
want  to  see  it  done.  1  had  rather  exempt  the  income  on  the  invest- 
ment from  taxation  to  a  limited  degree. 

Mr.  Mason.  Senator,  if  I  may  be  so  bold,  I  think  perhaps  there  is 
an  emergency.  We  are  short  of  houses,  no  doubt ;  but  we  have  met 
a  great  many  emergencies  in  the  past  five  years,  and  I  think  we  are 
just  as  well  fitted  to  do  it  to-day.  PVankly,  I  do  not  think  that 
emergency  legislation  is  a  very  good  thing,  because  if  you  once  give 
people  a  certain  privilege  and  then  attempt  to  take  it  away  from 
them  they  resent  it  frightfully.  In  so  far  as  the  municipality  and 
the  Commonwealth  or  the  Federal  Government  going  into  building 
operations,  with  the  greatest  respect  for  all  of  you,  I  think  that  the 
sooner  the  Government  goes  out  of  business  of  all  kinds,  the  better 
for  the  Government  and  for  the  citizen. 

The  Chairman.  I  can  not  quarrel  with  you  on  that.  As  a  practi- 
cal business  man  I  am  opposed  to  the  Government  being  in  business. 

Mr.  Mason.  I  think  that  during  the  war  just  what  you  did  down 
there,  in  a  general  way  I  would  say,  was  absolutely  right.  We  had 
a  big  iob  to  do,  and  I  think  our  Representatives  in  Washington  did 
splencfid  work — I  do  not  care  whether  they  were  Democrats,  Repub- 
licans, or  what  not:  they  were  real  men,  from  my  point  of  view. 

The  Chairman.  Mr.  Mason,  has  your  attention  been  called  to  the 
shipping  bill  that  Congress  recently  passed  ? 

Mr.  SiAsoN.  The  Jones  bill,  is  that? 

The  Chairman.  Yes. 

Mr.  Mason.  I  have  heard  something  of  it.  I  have  never  read  it. 
I  have  heard  men  who  were  interested  in  shipping  say  it  was  one 
of  the  greatest  constructive  pieces  of  legislation  that  had  been  done 
in  that  line  for  many  years. 

The  Chairman.  Would  you  think  it  wise  legislation  to  provide  for 
the  next  five  years,  as  an  emergency  measure,  that  any  man  who  would 
build  a  house  for  dwelling  purposes  and  sell  it  should  l>e  exempt 
from  all  profit  taxes,  provided  the  profits  were  invested  in  the  build- 
ing of  new  houses?  That  was  a  good  thing  for  the  ship  business, 
which  we  are  trying  to  build  up ;  and  if  there  is  a  real  need  for  the 
building  of  homes  to  supply  shelter  for  the  American  people,  why 
would  that  not  be  a  wise  expedient?  But  I  suppose  if  we  do  that  the 
farmer  will  come  along  and  want  his  profits  exempted  for  the  next  five 
years  from  taxation,  on  the  theory  that  we  need  food. 

Mr.  Mason.  You  probably  know  a  lot  more  about  the  farmer  than 
I  do,  but  I  think  a  lot  of  other  people  would  come,  too.  I  think 
the  banker  would  come. 

The  CHAraMAN.  At  any  rate,  Mr.  Mason,  here  is  a  way  of  helping 
the  situation,  if  there  is  an  emergency — and  I  know  that  there  is  one 
in  New  York  City — ^by  encouraging  men  to  build  houses,  if  we  say 
"  go  ahead  now  and  run  the  risk,  and  if  you  make  anything  we  will 
not  take  it  away  from  you." 

Mr.  Mason.  Senator,  I  might  say  that  I  think  that  is  an  excellent 
principle,  but  I  really  believe  that  that  should  come,  in  a  broad  sense, 
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to  every  business.  We  want  construction  not  only  of  houses,  but  of 
evervthing,  and  the  elimination  of  excess-profit  taxes,  as  I  see  it, 
would  greatly  aid  in  that  matter,  and  as  we  all  get  to  work  and  pro- 
duce a  man  will  not  be  fearful  of  building  his  home ;  he  will  need  no 
inducement  to  build  it,  if  in  his  business,  instead  of  paying  an  enor- 
mous tax,  which  was  perfectly  proper  during  the  war,  in  my  opinion, 
he  will  have  that,  and  he  will  not  fear  his  depreciation  in  construct- 
ing a  home  either  for  himself  or  his  son  or  his  daughter,  or  whoever 
it  may  be.  I  have  a  very  strong  feeling,  sir,  that  if  the  next  Con- 
gress, as  I  believe  it  will,  will  adjust  taxes  to  peace  times,  rather  than 
to  war  times,  many  of  the  emergencies  in  this  situation,  as  well  as  in 
others,  will  clear  up  by  giving  Father  Tiine  and  the  common  sense 
of  the  American  people  a  chance,  without  what  I  call  rather  emer- 
gency and  special  legislation,  which  I  think  is  unsound. 

Mr.  Miller.  Mr.  Mason,  Judge  Elliott  sometime  ago,  when  he  was 
an  attorney  to  the  Federal  Reserve  Board,  drew  a  measure  which 
would  give  the  governor  of  the  Federal  Reserve  Board  the  power  to 
direct  the  investment  of  long-term  deposits  into  long-term  channels, 
on  the  theory  that  it  was  sound  banking  to  keep  long-term  deposits  in 
long-term  investments  and  short-term  deposits  in  short-term  invest- 
ments; and  in  discussing  that  matter  with  a  number  of  bankers  I 
have  been  informed  that  there  is  an  accumulation  of  some  $2,000,- 
000,000  in  the  savings  departments  of  national  banks  which  were 
long-term  deposits,  which  are  now  being  used  for  speculative  com- 
mercial purposes. 

Do  you  approve  of  the  practice  of  using  long-term  deposits  for 
short-term  loans? 

Mr.  Mason.  May  I  ask  a  question  there  ? 

Mr.  Miller,  Certainly. 

Mr.  Mason.  When  you  say  "  long-term  deposits,"  most  savings 
deposits  are  subject  of  from  10  to  30  days'  notice  of  withdrawal,  so 
that  I  do  not  look  upon  those  as  "  long-term  deposits."  Fraiikly,  I 
think  that  any  bank  that  is  doing  a  commercial  bu^ness  should 
always  keep  itself  in  liquid  shape.  I  think  the  funds  should  come 
from  other  sources — ^investing  companies,  like  the  great  life  insurance 
comptmies — the  mortgage  fimds,  1  mean — ^but  the  commercial  bank; 
it  would  not  appeal  to  me,  sir,  to  see  them  go  into  the  mortgage 
business.  I  think  that  is  another  business,  and  I  think  there  are 
ample  funds  elsewhere  to  handle  that. 

The  Chairman.  I  agree  with  that — that  the  commercial  banks, 
whose  funds  must  be  kept  available  for  taking  care  of  the  immediate 
requirements  of  depositors,  should  not  invest  their  deposits  in  long- 
term  investments ;  but  do  you  not  think  that  the  savings  banks  gen- 
erally, who  have  the  savings  of  the  people,  should  reserve  that  money 
for  long-term  loans  ? 

Mr.  Mason.  I  see  no  reason  why  it  should  not  go  into  that,  but 
it  would  not  appeal  to  me — a  suggestion  to  legislate  that  it  must  go 
into  that  or  that  it  must  not  go  into  something  else.  Each  com- 
munity, Senator — and  you  know  this  better  than  i  do,  perhaps — ^has 
its  own  peculiarities  and  its  own  ideas  about  what  may  be  good  for 
it ;  and  what  may  be  very  fine  in  one  place  may  be  very  bad  in  an- 
other place;  and  I  rather  feel  that  the  Dusiness  common  sense  of  the 
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people  who  are  running  the  business  of  those  communities  is  better 
than  the  making  of  restrictive  l^islation. 

The  Chairman.  In  New  York  State  our  savings  banks  are  required 
to  loan  a  percentage  of  their  deposits  on  bond  and  mortgage — first 
mortgages  on  improved  real  estate.  It  is  the  practice  for  them  to  loan 
about  from  50  to  60  per  cent.  That  is  the  custom.  Now,  I  find  that 
is  not  the  custom  in  other  States. 

Mr.  Mason.  That  provision  is  in  the  new  law  that  was  passed,  I 
presume,  there  ? 

The  Chairman.  Yes. 

Mr.  Mason.  In  my  humble  opinion  New  York  has  the  best  banking 
State  law  that  1  know  of. 

The  Chairaian.  It  seems  to  operate  very  well.  I  know  that  the 
life  insurance  companies — particularly  the  Metropolitan — and  the 
savings  banks  in  New  York  are  loaning  about  all  the  money  that  is 
going  out  on  bond  and  mortgage  to-day. 

Mr.  Mason.  Well,  our  savings  banks,  I  think — the  large  ones — we 
call  them  "societies,"  like  the  Philadelphia  Savings  Society,  are 
large  lenders  on  mortgage;  at  least  the  Philadelphia  Savings  Society 
is  a  very  large  lender  on  mortgage.  I  do  not  know  that  it  is  now, 
because  from  a  savings  fund  point  of  view  the  Liberty  bonds  are  so 
attractive  and  so  secure  that  1  think  the  tendency  is  to  go  into  those. 

The  Chairman.  Yes;  and  that  is  the  tendency  to-day  in  our 
savings  banks;  and  our  savings  banks  are  loaning  less  money  than 
formerly. 

Mr.  Mason.  And,  in  addition  to  that,  of  course,  they  were  all 
liberal  subscribers  at  par,  when  the  loans  were  put  out,  and  now  the 
temptation  is  to  average  your  bonds  down,  which  I  think  is  sound 
and  good  business. 

The  Chairman.  It  would  seem  justifiable  from  that  standpoint. 

Mr.  Miller.  If  the  national  banks  gradually  compete  with  the  sav- 
ings banks,  and  increase  this  $2,000,000,000  worth  of  savings  which 
they  have  in  their  savings  departments,  and  they  are  enabled  to  use 
that  money  for  commercial  loans,  the  natural  source  of  long-term 
money  will  be  dried  up  to  that  extent,  will  it  not  ? 

Mr.  Mason.  That  is  quite  true.  My  answer  to  that,  sir,  however, 
would  be  that  I  have  never  been  a  believer  in  the  national  bank 
having  a  savings-fund  department.  I  think  they  are  two  distinct 
functions.  Greater  students  than  I  think  otherwise,  and  probably 
I  am  wrong,  but  still  I  feel  that  way  yet. 

The  Chairman.  I  agree  with  you. 

Mr.  Miller.  There  is  different  talent  and  different  organization 
required  to  handle  each  branch. 

Mr.  Mason.  Oh,  undoubtedly. 

The  Chairman.  Is  there  anything  further  that  you  think  of,  Mr. 
Mason,  that  might  enlighten  or  assist  the  committee  in  its  problems? 

Mr.  Mason.  I  think  there  is  not.  Senator. 

The  Chairman.  Then,  we  are  much  obliged  to  you. 

Mr.  Mason.  Thank  you,  sir. 

The  Chairman.  Is  Mr.  Hecht  in  the  room  ? 

(No  response.) 

The  Chairman.  Mr.  Mayhew. 
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STATEMENT  OF  ME.  W.  NELSON  MAYHEW,  VICE  CHAIBMAN, 
INDUSTEIAL  RELATIONS  COMMITTEE,  CHAltBEE  OF  COM- 
MERCE, PHILADELPHIA,  PA. 

Mr.  Mayhew.  Mr.  Chairman,  I  am  connected  with  the  business  of 
the  Steward  &  Stevens  Iron  Works  and  the  Montgomery  Iron  & 
Steel  Co.;  I  am  president  of  the  Iron  League;  and  my  relationship 
to  this  matter  is  more  particularly  as  vice  chairman  of  the  industrial 
relations  committee  of  the  Chamber  of  Commerce  of  the  city  of 
Philadelphia.  i 

The  Chairman.  You  are  president  of  the  Iron  League? 

Mr.  Mayhew.  Yes. 

The  Chairman.  And  you  are  an  iron  and  steel  manufacturer? 

Mr.  Mayhew.  Yes. 

The  Chairman.  This  memorandum  that  I  have  suggests  that  you 
are  in  position  to  testify  with  regard  to  general  conditions  affecting 
the  iron  and  steel  industry  in  this  city. 

Mr.  Mayhew.  Yes ;  and  probably  more  particularly  in  reference  to 
mv  relationship  to  the  industrial  relations  committee  of  the  chamber 
of  commerce,  of  which  I  have  the  honor  to  be  the  vice  chairman. 

The  Chairman.  Yes. 

Mr.  Mayhew.  1  think  that  you  and  the  mayor  summed  up  the 
situation,  as  far  as  the  steel  inaustry  is  concerned,  much  better  than 
I  could  do.  It  is  purely  a  question  oi  transportation.  We  can  not  get 
out  material  at  the  present  time ;  in  fact,  frequently  we  have  to  haul 
material  by  truck  from  the  various  mills.  That  answers  practically 
the  whole  situation,  so  far  as  that  is  concerned. 

The  Chairman.  And  that  not  only  causes  delay 

Mr.  Mayhew  (interposing).  But  increases  the  price. 

The  Chairman.  And  increases  the  price,  and  the  delay  itself  tends 
to  increase  the  price? 

Mr.  Mayhew.  Yes.  As  to  the  other  situation,  relative  to  the  cham- 
ber of  commerce,  we  have  a  little  bit  different  angle  than,  I  think,  has 
been  taken  by  any  of  the  various  witnesses  at  to-day's  meeting.  Iti 
other  words,  a  group  of  men  representing  various  industries  through- 
out the  city  viewed  with  alarm  the  apparent  tendency  of  financiers 
and  leaders  of  industries  to  pause  or  to  delay  in  the  construction  of  a 
factory  outside  of  Philadelphia. 

We  began  to  inquire  into  the  reason  for  that,  and  we  found  that 
the  general  timidity  was  perhaps  due,  first^  to  the  transportation 
features,  which  you  have  had  beiore  you,  which  is  a  national  phase: 
and,  secondly,  to  the  high  cost,  which,  of  course,  was  working  around 
in  a  vicious  circle,  as  I  think  it  is  amply  called ;  and  a  third  condi- 
tion, the  continuation  of  endless  strikes  in  this  particular  territory ; 
and  several  manufacturers  that  we  had  before  our  committee  seemed 
to  think  that  in  smaller  towns  outside  of  this  city  where  open-shop 
conditions  prevail,  that  they  would  prefer  to  locate  their  plants  at 
those  points.  So  this  group  went  into  the  question  of  the  open  shop, 
or  made  a  rather  exhaustive  study  of  the  conditions  as  we  saw  them 
in  this  particular  territory,  particularly  with  reference  to  the  open 
shop,  and  we  recommended  to  the  executive  committee  of  the  cham- 
ber of  commerce  that  a  committee  should  be  appointed  by  the  cham- 
ber of  commerce  to  look  into  the  entire  situation — ^the  entire  Indus- 
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trial  situation— and  that  committee  has  been  formed.  It  is  com- 
posed of  practically  the  major  interests  here  in  Philadelphia,  who 
are  laboring  not  for  any  selfish  or  any  particular  interest  but  for 
the  interest  of  the  public  at  large ;  and  we  have  compiled  a  program 
or  a  set  of  principles.  I  will  not  take  the  time  to  read  them,  but  I 
can  tell  you  probably  one  or  two  points  about  them. 

First,  we  are  not  in  existence  to  destroy  union  labor,  but  we  are 
fundamentally  believers  in  the  fact  that  any  monopoly,  whether  it 
is  of  capital  or  of  labor,  is  against  the  best  interests  of  the  public. 
In  other  words,  we  believe  that  this  committee  has  a  duty  to  per- 
form in  the  serving  of  the  public  of  Philadelphia.  We  believe  that 
the  city  of  Philadelphia  must  be  housed ;  it  must  be  clothed ;  it  can 
not  be  starved  or  it  can  not  be  frozen.  Now,  then,  if  in  the  fulfiU- 
ment  of  the  obligations  that  the  various  manufacturers  or  employers 
or  common  carriers  have  to  the  public  they  are  confronted  by  the 
arm  of  union  labor,  which  says  practically  or  reiterates  the  policy 
that  was  voiced  in  England  by  the  verv  strong  unionists  there  be- 
fore the  war,  that  the  less  a  man  does  the  more  jobs  there  are  to  go 
around,  you  can  readily  see  the  fallacy  of  any  industrial  program. 

Now,  we  believe  unquestionably  in  the  past  there  have  oeen,  many 
injustices  done  to  labor  by  capital.  In  other  words,  in  the  past,  in 
many  instances,  labor  was  viewed  as  a  commodity,  as  part  of  a  ma- 
chine, and  not  viewed  as  a  human  being.  That,  we  believe,  is  wrong. 
Now,  the  pendulum,  as  a  result  of  that  particular  belief  of  the  past, 
has  swung  over  to  a  point  where  we  have  an  organization  monopoly 
demanding  all  sorts  of  things,  whether  right  or  wrong,  whether  for 
the  interests  of  the  public  or  not. 

An  example  that  was  brought  before  our  committee  last  week  was 
that  down  at  Atlantic  City,  in  a  concrete  building.  Ordinarily,  they 
only  put  a  coat  of  white  plaster  over  a  concrete  building.  In  this 
particular  case  they  required  two  coats  of  white  plaster  to  be  put 
over,  apparently  in  order  to  make  more  work  for  that  particular  trade. 
Now,  then,  we  believe  this,  that  the  open-shop  plan,  which  we  have 
promulgated,  and  the  principles  that  we  have  outlined  here  are  in 
the  interests  of  the  public,  first,  and  are  in  the  interest  of  the  labor- 
ing man  or  the  employee,  and  are  in  the  interests  of  the  employer,  aa 
well. 

Now,  vou  may  say  that  that  is  impossible ;  but  we  do  not  want  to  see 
the  jiendulum  swung  back  to  where  it  was  at  the  time  when  labor  wa& 
recognized  as  a  commodity;  neither  do  we  believe  that  it  should  stay 
at  a  point  where  the  cost  of  everything  is  purely  dominated  by  the 
willingness  of  labor  to  go  ahead  with  production.  In  other  words, 
the  big  problem  that  we  are  facing  here  in  the  housing  situation — om- 
of  the  fundamental  causes — is  the  limiting  of  production.  It  is  per- 
fectly true  that  only  probably  one  man  out  of  forty  in  Philadelphia 
to-day  represents  organized  labor,  but  that  one  man  in  forty  by  the  use 
of  a  sympathetic  strike  can  cause  a  cessation  of  building  by  scaring 
capital  and  scaring  industry  from  actually  putting  up  their  build- 
ings. 

So  we  believe  that  the  promulgation  of  those  principles  in  the  inter- 
est of  the  public  is  good,  and  we  believe  they  are  absolutely  fair,  and 
we  believe  bj^  encouraging  the  open-shop  conditions  in  Philadelphia 
that  that  is  one  of  the  remedies  toward  the  production  of  increased 
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housing  and  the  betterment  of  industrial  conditions  here  in  Phila- 
delphia. 

The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Mayhew  ? 

Mr.  Mayhew.  No,  Senator ;  I  think  that  is  all. 

The  Chairman.  We  thank  you  very  much,  Mr.  Mayhew.  Xow. 
Mr.  Molony  has  asked  to  be  heard. 

STATEMENT  OF  ME.  JOSEPH  E.  MOLONY,  PRESIDENT,  TENANTS'' 

ASSOCIATION,  PHILADELPHIA. 

The  Chairman.  What  is  your  business,  Mr.  Molony  ? 

Mr.  Molony.  Newspaper. 

The  Chairman.  Are  you  a  correspondent? 

Mr.  Molony.  No;  I  am  a  reporter.  I  do  what  they  call  the  city 
hall.  I  am  not  speaking  in  the  capacity  of  a  newspaper  man  now, 
but  I  am  speaking  in  the  capacity  of  president  of  the  tenants'  asso- 
ciation, comprising,  we  will  say,  or  taking  in,  20,000  people  in  one 
section  alone  of  West  Philadelphia. 

Now,  this  tenants'  association  was  formed  last  A^ear  bv  the  ten- 
ants  to  protect  themselves  from  the  speculators  who  were  operating 
at  that  time  and  who  are  still  operating.  The  tenants  for  the  past 
vear  or  year  and  a  half  have  had  their  rent  increased  right  along. 
I'hey  witness  their  houses  change  hands  possibly  seven  or  eight  times 
within  a  year.  Philadelphia  has  been  cursed  during  the  past  year 
with  a  little  group  of  speculators,  who  have  been  responsible  for 
the  jacking  up  of  rents  and  the  increasing  of  the  cost  of  houses.  In 
the  main,  the  reputable  real  estate  dealer  has  not  been  to  blame.  We 
have  no  quarrel  with  the  reputable  real  estate  man.  Our  only  quarrel 
is  with  the  speculator,  who  has  caused  this  condition  to  arise.  The 
public  is  under  the  impression  that  rents  have  been  increased  just 
^  about  as  far  as  they  can  possibly  go.  In  a  careful  survey  made  by- 
one  association  among  4,000  families  of  the  rent  increase  within  12 
months  it  was  found  that  there  was  70  per  cent  increase  among  60 
per  cent  of  the  association. 

The  Chairman.  That  is.  60  per  cent  of  the  membership  had  their 
rent  increased  70  per  cent? 

Mr.  Molony.  That  is  the  idea,  Senator ;  and  the  others  went  down 
as  far  as  50  per  cent,  but  very  few  fell  below  50  per  cent.  The  ordi- 
nary two-story  house  in  Philadelphia  in  prewar  times,  the  average 
rental  was  possibly  $20  or  $22  a  month.  .  That  has  now  ffone  up  to 
about  $45 ;  and  the  increases  of  houses,  we  will  say,  in  West  Phila- 
delphia alone  has  been  from  75  per  cent  to  100  per  cent. 

Now,  there  are  other  speakers  here  who  have  said  that  the  people 
should  be  educated  to  pay  increased  rents  before  there  is  any  further 
building,  or  before  any  will  be  attempted.  Take,  for  instance,  this 
statement  issued  from  Washington  this  morning,  that  the  wholesale 
prices  during  the  month  of  June  on  commodities  have  dropped  2J 
per  cent — that  is,  that  the  general  cost  of  living  has  dropped  2^  per 
cent.  Now,  the  tenants  can  not  see  why,  therefore,  the  cost  of  hous- 
ing should  be  increased.  It  is  true  that  housing  is  the  last  commodity 
to  go  up  and  the  last  to  come  down.  That  is  true,  but  you  can  nci 
drive  that  home  into  the  head  of  the  average  tenant.  He  can  not 
see  it. 
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One  of  the  gentlemen  here  has  been  speaking  of  taking  a  dollar  a 
hundred  and  basing  the  rent  upon  that.  For  instance,  a  house 
assessed  at  $3,500  should  be  rented  at  $35  a  month.  That  may  be 
so,  but  the  builder  or  the  man  who  rents  it  should  be  guaranteed  a 
fair  return  on  his  investment,  which  the  Tenants'  Association  always 
sees  to  and  tries  to  base  their  calculations  on  that  idea ;  but,  as  I  say, 
the  speculators  have  made  it  awfully  hard  for  the  reputable  real 
estate  men  to  do  business,  and  have  caused  this  great  antagonism  of 
the  tenants  toward  the  real  estate  man ;  and  that  is  the  problem  in 
Philadelphia  to-day. 

Only  the  other  day  a  builder  placed  in  our  hands  100  new  houses 
for  rent,  and  he  said,  "It  is  my  desire  to  help  out  in  these  critical 
times  by  placing  at  the  disposal  of  your  association  these  houses, 
which  have  never  been  occupied,  for  rent  from  $28  to  $35  a  month, 
with  yearly  leases,  and  I  want  to  do  my  little  bit,  and  therefore  I 
will  let  your  members,  100  of  them,  go  into  these  houses  for  a  year — 
those  who  are  oppressed  or  who  are  about  to  be  evicted  by  the  sheriff." 
Now,  it  seems  to  me  that  a  spirit  of  fair  play  should  be  more  in  evi- 
dence between  the  tenant  and  the  landlord  to-day,  and  it  seems  to  me 
the  landlord  should  be  content  with  taking  a  profit  which  is  not  in 
excess  of,  we  will  say,  8  per  cent :  if  he  is  guaranteed  8  per  cent  on 
his  investment  we  consider  that  a  fair  return  on  his  investment,  after 
the  various  items  of  fire  insurance,  taxes,  assessments,  etc.,  have  been 
paid  out. 

Now,  that  is  all  I  have  to  say,  or  rather,  I  have  one  more  thing  to 
say,  and  that  is  this — that  the  situation  this  fall  will  become  very 
cntical.  People  are  being  evicted  daily,  their  rents  are  being  in- 
creased, and  they  feel  that  they  should  resist  these  increases.  Un- 
fortunately we  Kave  had  no  legislation  here  in  Pennsylvania  such  as 
we  have  in  New  York 

The  Chairman  (interposing).  We  have  a  law  in  New  York  pro- 
hibiting increasing  tlie  rent  more  than  25  per  cent  in  any  one  year. 

Mr.  MoLONY.  1  know  you  have.  Our  legislature  does  not  start 
until  January  1,  but  we  are  now  n^orking  on  legislation  to  be  intro- 
duced at  the  next  session.  Of  course,  we  have  not  been  an  active 
lobby  in  Harrisburg,  possibly,  as  some  other  organizations  have, 
but  we  expect  to  hav^  by  January  1,  anyhow. 

The  Chairman.  Mr.  Molony,  I  can  understand  how  people  of 
moderate  means  feel  about  the  situation  that  you  portray.  Here  is 
a  building  that  was  ccmstructed  in  prewar  times,  when  things  were 
built  cheaply.  The  tenant  argues  that  the  owner  did  not  have  to  pay 
the  present  high  prices  and  that  he  has  been  living  in  that  house 
under  the  old  conditions  at  a  rental  that  afforded  a  suitable  return  to 
the  owner,  and  then  the  house  is  sold  and  jacked  up  25  per  cent; 
and  it  is  sold  again  and  jacked  up  25  per  cent  more,  with  the  same 
tenant  living  in  the  same  house. 

Mr.  MoLONY.  Exactly. 

The  Chairman.  And  he  can  not  see  why  that  is. 

Mr.  MoLONY.  No ;  he  can  not. 

The  Chairman.  The  difficulty,  of  course,  with  that  situation  is 
this — and  I  sympathize  with  the  tenant  a  great  deal,  because  while 
it  is  true  that  a  great  many  men  have  had  their  pay  increased  in 
keeping  with  the  increased  cost  of  living,  a  great  many  have  not  had 
their  pay  increased 

Mr.  MoiiONY  (interposing).  And  that  latter  class  is  in  the  majority. 
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The  Chairman.  Are  they?  I  did  not  think  they  were.  I  thought 
they  were  in  the  minority ;  but  whether  they  are  in  the  minority  or 
in  the  majority,  nevertheless  they  exist. 

Mr.  MoLONY.  I  think  that  now  you  speak  of  the  middle  class. 

The  Chairman.  Yes. 

Mr.  MoLONY.  Which  some  writers  facetiously  term  the  ''white- 
collar  class  "  ? 

The  Chairman.  Yes. 

Mr.  MoLONY.  Meaning  the  clerks  and  those  whose  pay  has  not  in- 
creased the  same  as  the  pay  of  the  laboring  man  ? 

The  Chairman.  The  salaried  man,  so  called? 

Mr.  MoLONY.  Yes ;  they  have  been  the  hardest  hit. 

The  Chairman.  On  the  other  hand,  the  situation  is  difficult  for 
the  builder,  because  unless  he  can  raise  the  rents  of  all  the  houses  that 
already  exist  up  to  the  level  of  the  new  rents  he  can  not  get  the  price 
for  new  houses  that  will  warrant  him  in  building  them. 

Mr.  MoLONY.  Well,  that  is  true.  In  Philadelphia  we  have  350,000 
homes,  and  it  was  estimated  in  1915  that  100,000  of  those  were  owned 
and  250,000  were  rented. 

The  Chairman.  I  was  under  the  impression  it  was  the  other  way. 

Mr.  MoLONY.  No ;  it  is  not.  We  will  estimate  now  on  175,000  being 
rented.     It  has  gone  the  other  way. 

The  Chairman.  People  have  been  buying  their  homes? 

Mr.  MoLONY.  People  have  been  forced  to  buy  homes. 

The  Chairman.  At  any  price? 

Mr.  MoLONY.  At  any  price.  They  have  been  told,  "  You  can  not 
rent  this  house  any  longer.  This  house  is  for  sale ;  unless  you  buy  it, 
you  must  get  out  and  seek  other  (quarters."  That  has  been  the  really 
unfortunate  part  of  the  whole  thing,  and  it  is  up,  I  think,  to  the  com- 
munity to  try  and  suppress  and  allay  the  present  unrest. 

The*  Chairman.  Yes ;  it  is  very  serious. 

Mr.  Molony.  And  if  any  further  attempt  is  made  to  increase  the 
price  of  rents  it  is  going  to  have  a  most  serious  effect,  because  the 
people  believe  now  that  the  speculation  has  reached  its  height  and 
that  they  are  now  at  a  point  where  it  will  begin  to  recede.  Many 
tenants  nave  money  to  buy  their  own  homes  now — lots  and  lots  of 
them — but  they  say,  "No;  we  will  not  buy  now  at  what  we  think 
are  inflated  values;  we  will  wait  until  the  bubble  bursts  and  prices 
come  down  and  then  we  will  buy."  That  is  the  attitude  of  the  public 
to-day. 

The  Chairman.  I  know  it,  and  that  very  attitude  is  stopping  the 
building  of  houses. 

Mr.  AIolony.  That  is  true. 

The  Chairman.  Because  that  is  reflected  in  the  minds  of  the  men 
who  build — ^these  operative  builders,  like  these  gentlemen  who  have 
testified  here  this  morning — and  they  say  to  themselves,  "We  had 
better  wait  until  it  bursts  before  we  build,"  and  it  goes  around  in  a 
circle,  as  some  one  suggested  a  moment  ago. 

Mr.  Moix)NY.  Yes,  sir. 

The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Molony? 

Mr.  Molony.  No  ;  I  think  not.  Senator.  I  think  that  covers  all  I 
care  to  say. 
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The  Chairman.  We  thank  you,  Mr.  Molony. 

Mr.  MoLONY.  Thank  you,  iSenator,  for  your  courtesy. 

The  Chairman.  Is  Mr.  Lloyd  in  the  room  ? 

STATEMENT  OF  ME.  JOHN  E.  LLOTD,  COMMEBCIAL  TBITST  BTTILD- 

TSQ,  PHILADELPHIA,  PA. 

The  Chairman.  You  are  in  the  retail  lumber  business,  Mr.  Lloyd  ? 

Mr.  Lloyd.  Retail  and  wholesale  both. 

The  Chairman.  And  your  office  is  in  the  Commercial  Trust  Build- 
ing, Philadelphia  ? 

Mr.  Lloyd.  Right. 

The  Chairman.  You  say  you  are  engaged  in  the  wholesale  and 
retail  lumber  business  ? 

Mr.  Lloyd.  Yes,  sir;  and  we  also  do  some  manufacturing.  Sen- 
ator, I  think  I  can  give  you  three  principal  reasons  for  the  general 
situation. 

The  first  is  transportation,  I  think,  which  has  been  pretty  fully 
covered.  I  think  the  remedy  is  at  hand  with  the  increase  in  freight 
rates.  So  far  as  the  supposed  scarcity  of  lumber  is  concerned,  it  is 
purely  and  simply  a  lack  of  transportation.  The  mills  throughout 
the  South — the  majority  of  them — have  had  to  close  down  altogether 
or  to  work  part  time  because  they  could  not  get  cars  in  which  to  ship 
the  lumber. 

The  next  difficulty,  as  I  see  it,  is  the  labor  situation — that  is,  the 
irresponsible  labor.  I  would  suggest  some  remedy  for  that  which  I 
suppose  is  very  drastic.  It  seems  to  me  that  if  labor  expects  em- 
ployers to  deal  with  them  on  an  equal  basis,  as  they  do  to-day,  then 
the  employee  should  be  equally  responsible  with  the  employer.  The 
only  way  1  know  of  that  that  can  be  brought  about  is  to  see  that  the 
labor  unions  are  incorporated  and  made  equally  responsible  under 
the  law  with  the  others  with  whom  they  deal.  Another  thing,  it 
seems  to  me  that  where  a  laborer  tries  to  enforce  the  closed  shop  that 
there  is  just  as  much  monopoly  as  any  corporation  has  ever  been,  and 
that  they  on  that  basis  shoula  also  be  subject  to  the  Clayton  and  the 
antitrust  laws.  I  think  if  labor  felt  more  the  responsibility  of  their 
acts  we  would  have  more  efficiency  in  labor,  and  I  think  that  is  one 
of  the  great  drawbacks,  that  people  are  afraid  to  start  new  construc- 
tion, not  knowing  how  many  strikes  they  are  going  to  have  and  how 
long  it  is  going  to  be  delayed;  and  I  think  another  very  important 
thing  is  taxation,  which  you  have  fully  covered ;  and  I  think  the  first 
thing  that  Congress  should  do  is  to  revise  the  present  method  of  taxa- 
tion, with  special  reference  to  excess  profits. 

The  Chairman.  That  is  your  story,  Mr.  Lloyd  ? 

Mr.  Lloyd.  Yes ;  that  is  my  remedy. 

The  Chairman.  You  are  not  a  lumber  manufacturer,  are  you?    . 

Mr.  Lloyd.  Yes,  sir ;  we  have  interests  in  mills  in  the  South. 

The  Chairman.  What  are  prices  to-day  for  yellow  pine  compared 
to  what  they  were  a  year  ago? 

Mr.  Lloyd.  Anywhere  from  75  to  100  per  cent  more.  Not  a  year 
ago,  but  in  the  prewar  period. 

The  Chairman.  How  are  prices  to-day  at  the  mills  as  compared 
to  what  they  were  six  months  ago  ? 
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Mr.  Lloyd.  I  should  say  they  are  practically  the  same. 

The  Chairman.  Well,  compare  them  with  three  months  ago. 

Mr.  Lloyd.  Three  months  ago — there  was  a  recession  in  price  about 
two  months  ago,  and  prices  are  coming  back  now  on  account  of  the 
transportation  facilities  being  about  as  bad  as  they  were  at  that  time. 

The  Chairman.  Some  wholesale  lumbermen  told  this  committee 
about  a  month  ago — maybe  six  weeks  ago — ^that  the  prices  at  the 
mills  were  about  35  per  cent  less  than  they  had  been. 

Mr.  Lloyd.  I  think  that  is  true  on  the  Pacific  coast,  but  that  does 
not  apply  to  all  the  lumber  in  the  southern  district. 

The  Chairman,  'fhese  gentlemen  represented  southern  lumber 
mills. 

Mr.  Lloyd.  I  do  not  think  there  has  been  a  reduction  of  35  per 
cent,  except  on  certain  items. 

The  Chairman.  I  asked  them  if  that  had  been  reflected  in  the 
market  here  in  the  North,  and  they  said,  "  No ;  not  yet." 

Mr.  Lloyd.  Naturally  not,  because  any  lumber  that  a  retailer  would 
have  in  his  yard  would  oe  high-priced  lumber,  and  he  could  not  afford 
to  reduce  it  until  he  got  some  low-priced  lumber  in  his  yard. 

The  Chairman.  I  bought  some  lumber  last  March,  and  I  guess  I 
got  it  at  the  peak.  I  have  been  buying  some  smaller  quantities — a 
thousand  feet  or  so,  recently,  and  I  bought  it  for  a  little  less  than 
last  spring,  10  per  cent  less  than  what  I  paid  for  it  in  March.  You 
say  there  is  a  disposition  to  go  back  to  the  prices  of  last  winter  be- 
cause of  a  lack  of  transportation  ? 

Mr:  Lloyd.  Yes. 

The  Chairman.  While  the  mills  have  shut  down  in  the  South — a 
great  many  of  them^ — ^because  they  can  not  get  their  product  to 
market,  and,  therefore,  the  prices  here  will  stiffen  up  again? 

Mr.  Lloyd.  Yes. 

The  Chairman.  Is  there  an  arrangement  between  the  millmen  in 
the  South  to  fix  the  price? 

Mr.  Lloyd.  Not  that  I  ev^r  heard  of. 

The  Chairman.  You  are  in  no  combination  with  anv  other  mill 
interests  ? 

Mr.  Lloyd.  No,  sir. 

The  Chairman.  Is  there  a  combination  of  lumbermen  here  in 
Philadelphia? 

Mr.  Lloyd.  No,  sir. 

The  Chairman.  And  you  wish  to  go  on  record  as  saying  that  there 
is  no  arrangement  here  or  no  understanding  liere  among  the  men 
purchasing  lumber  from  the  mills  that  compels  them  to  quote  the 
same  price? 

Mr.  Lloyd.  Absolutelv :  and  there  never  has  been,  to  mv  knowledsre. 

The  Chairman.  I  am  very  glad  that  Philadelphia  is  so  free  from 
that  kind  of  thing. 

Mr.  Lloyd.  In  fact,  I  will  go  further  than  that  and  say  that  I  do 
not  know  of  any  such  arrangement  in  any  city  that  I  ever  heard  of. 

The  Chairman.  Is  there  plenty  of  lumber  in  the  market  here  now  ? 

Mr.  Lloyd.  Yes,  sir;  I  should  say  there  was  an  ample  supply  of 
lumber  here  in  Philadelphia.  Of  course,  if  there  were  any  housing  to 
do,  or  any  started,  there  would  be  a  scarcity  of  lumber  unless  we 
could  get  "better  transportation  facilities. 
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Mr.  Miller.  Was  I  correctly  informed  when  I  was  advised  that  the 
lumber  people  have  to  pay  a  demurrage  charge  of  $10  a  day  on  cars? 

Mr.  Llotd.  $10  a  day  after  the  48-hour  period. 

Mr.  MujjBR.  Does  that  same  rule  apply  to  people  who  transport 
coal? 

Mr.  Lloyd.  I  think  there  is  a  charge  per  day  on  coal  also— just  a 
new  rule  which  has  ^one  into  effect. 

Mr.  Miller.  But  this  rule  on  lumber  has  been  in  effect  for  a  year 
or  two,  has  it  not? 

Mr.  Llotd.  I  think  it  has  been  in  effect  for  about  a  year — since 
last  fall.  . 

Mr.  MiiiLER.  And  if  it  is  in  effect  on  coal,  it  is  only  recently  that  it 
haedbeen  in  effect? 

Mr.  Llotd.  Yes ;  only  recently,  if  at  all. 

Mr.  M1LI.ER.  Do  you  understand  why  lumber  was  first  charged  with 
Oiat? 

Mr.  LiiOTD.  To  eliminate  the  speculation  in  transit  cars.  Li  other 
words,  cars  were  sliipped  vast  like  they  claim  that  coal  is  to-day,  to 
reconsignment  points  and  neld  there  to  get  an  increase  in  price ;  and 
that  was  the  reason.  I  understand,  that  the  commission  put  on  their 
roecial  demurrage  cnarge  of  $10  a  day,  which  is  thoroughly  approved 
01  by  me. 

Mr.  MiujsB.  Was  that  put  on  by  the  commission  as  a  permissive  or 
a  mandatory  rule?  , 

Mr.  Llotd.  It  was  a  mandatory  rule,  as  I  recall. 

Mr.  MiLUSR.  We  were  advised  that  that  same  rule  as  applied  to  coal 
was  simply  permissive. 

The  Chairman.  That  is,  that  the  railroad  companies  were  to  be 
allowed  to  apply  it  if  they  wanted  to  ? 

Mr.  Johnson.  But  they  invariably  put  it  in  their  tariffs  when  they 
reissue  their  tariffs. 

The  Chairman.  It  that  all,  Mr.  Lloyd? 

Mr.  Llotd.  Yes,  Senator. 

Mr.  Miller.  I  should  like  to  put  this  into  the  record  immediately 
following  the  last  testimony — that  of  Mr.  Lloyd. 

(The  paper  referred  to  oy  Mr.  Miller  is  here  printed  in  full,  as 

follows:) 

Philadelphia  Wholesale  Lukbeb  Dealers'  Assoclation, 

August  18y  1920, 

This  association  views  with  alarm  the  tremendous  shortage  of  dwelling 
houses  throughout  tlie  United  States,  amounting  at  present  to  a  shortage  of 
over  1,000.000  houses.  The  shortage  In  Philadelphia  alone  is  over  40,000  houses. 
Furtliermore  the  shortage  is  increasing. 

The  present  policy  of  the  Federal  Reserve  Board  in  curtailing  credits  has 
seriously  hampered  house  construction,  and  no  new  house-huildlng  projects 
can  possibly  go  forward  under  present  financial  conditions.  Hence  the  volume 
of  house  construction  this  year  will  be  so  small  as  to  afford  no  relief  whatever. 

Note,  be  it  resolved,  That  this  association  call  the  attention  of  the  Federal 
Reserve  Board  to  the  seriousness  of  this  situation,  and  request  that  they 
notify  all  member  banks  to  give  preference  to  loans  the  proceeds  of  which  are 
to  be  used  for  the  construction  of  dwelling  houses ;  and  be  It  further 

Resolved,  That  copies  of  this  motion  be  forwarded  to  all  associations  of 
lumber  dealers  and  lumber  manufacturers  and  to  associations  of  house  btdlders, 
with  the  request  that  they  take  similar  action. 

Thos.  B.  Haumee,  Chairman, 

The  Chairman.  Is  Mr.  Perrot  in  the  room? 
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STATEMENT  OF  ME.  EMILE  0.  PEBBOT,  ABCHITECT,  PHILADEL- 
PHIA, PA. 

The  Chairman.  Mr.  Perrot,  you  are  an  architect? 

Mr.  Perrot.  Yes,  sir. 

The  Chairman.  What  particular  line  of  building  work  do  you  do, 
Mr.  Perrot? 

Mr.  Perrot.  Our  principal  work  has  been  for  the  last  25  years  or 
more  industrial  plants  and  industrial  housing  connected  with  indus- 
trial plstnts. 

The  Chairman.  Has  there  been  very  much  of  that  sort  pf  housing 
in  Philadelphia  and  hereabouts? 

Mr.  Perrot.  Just  now  there  is  not.  around  Philadelphia  in»the 
immediate  vicinity,  being  buUt  by  industrial  concerns.  They  have 
been  contemplating  some  along  the  Delaware  River  in  the  vicinity  of 
Chester,  but  on  acctount  of  high  prices  it  has  been  postponed.  Also 
the  fact  that  the  United  States  Shipping  Board  has  built  a  great 
many  houses  in  the  vicinity  of  the  shipvards,  which  eventually  will 
be  for  sale,  on  the  market,  it  was  thought  better  to  wait  to  see  what 
the  Shipping  Board  was  going  to  do  with  those  houses  before  the 
industries  would  invest  in  houses  of  their  own,  thinking  perhaps  they 
could  buy  these  houses  directly  from  the  Government. 

The  Chairman.  You  have  been  in  business  a  long  time  in  the  city 
of  Philadelphia^  have  you? 

Mr.  Perrot.  Twenty-five  years. 

The  Chairman.  Have  you  any  suggestion  to  make  in  this  situa- 
tion which  you  think  would  be  helpful  to  thfe  committee? 

Mr.  Perrot.  Well,  I  have  been  a  designer  for  the  last  30  years,  and 
one  of  my  suggestions  that  I  would  offer  for  a  solution  of  tne  present 
situation  is  a  more  economical  method  of  construction.  For  instance, 
we  have  in  this  country,  especially  in  the  larger  cities,  antiquated 
building  laws  which  were  formulated  maybe  25  or  50  years  ago,  when 
materials  were  very  little  understood,  and  the  rule  of  thumb  was 
applied.  To-day,  with  the  knowledge  that  we  have  of  the  science  of 
construction,  we  are  not  permitted,  as  engineers  and  architects,  to  use 
our  knowledge,  but  we  have  to  follow  the  antiquated  building  laws  as 
they  have  existed  for  many  years.  That  condition  was  so  oppressive 
here  during  the  war  that  the  operative  builders  got  the  last  legisla- 
ture at  Harrisburg  to  amend  the  State  law  which  applied  to  the  cities 
of  the  first  class  so  that  they  could  build  houses  with  9-inch  party 
walls  up  to  a  distance  of  20  feet. 

The  Chairman.  You  can  build  walls  of  that  character  40  feet  high 
in  New  York. 

Mr.  Perrot.  Oh,  no.  A  span  20  feet  apart,  instead  of  16,  whichi 
was  the  rule  heretofore.  Also,  the  size  or  the  timbers  or  joists  wa& 
limited  by  law.  You  could  not  put  a  joist  in  a  building  under  3 
inches  thick,  even  though  the  calculation  showed  it  only  had  to  be 
2  inches.  The  same  thing  applied  to  foundations.  NoWj  the  modern 
method  of  putting  up  a  building,  as  we  all  know,  is  to  build  a  cage,  in 
the  case  of  an  industrial  building,  or  a  skyscraper,  and  simply  use 
curtain  walls.  If  we  are  to  apply  the  same  principle  to  houses,  we 
could  build  oui*  houses  with  about  one-third  the  material  in  the  walls 
which  we  now  use,  if  we  used  cement  or  concrete.   In  other  words,  you 
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would  cut  down  the  transi)ortjition  of  stone,  cement,  and  sand  two- 
thirds  by  adoptin<r  modern  methods  of  construction. 

The  Chairman.  Just  how  would  you  do  that?  Suppose  you  have 
a  two-story  brick  house? 

Mr.  Perbot.  Do  not  build  it  of  brick ;  change  the  material  and  use 
scientific  methods  of  construction.  Take  a  6-inch  monolithic  wall, 
that  same  wall  can  be  built  with  a  concrete  frame  and  thin  slabs  on 
an  average  thickness  of  2  inches  all  around,  saving  4  inches  of  ma- 
terial and  giving  the  same  results  in  strength  and  stability. 

The  Chairman.  In  other  words,  what  is  ordinarily  your  9-inch 
party  wall  now 

Mr.  Perrot  (interposing),  v/ould  only  be  the  equivalent  of  a  6- 
inch  wall — hollow  wall.  In  other  words,  we  are  not  permitted,  under 
the  laws,  to  use  our  ingenuity  to  design  economically,  and  if  we  do 
not  follow  the  law,  we  can  not  build. 

The  Chairman.  I  know  just  what  you  mean,  and  I  know  how  ab- 
surd it  is. 

Mr.  Perrot.  We  have  a  law  in  Philadelphia  which,  I  think,  was 
passed  in  1854.  It  is  our  famous  party-wall  law,  which  has  caused 
more  law  suits  and  more  trouble  to  house  owners  and  architects  tind 
builders  than  any  other  law  we  have. 

The  (^HAiRMAN.  Is  your  building  law  here  a  State  law? 

Mr.  Perrot.  Yes;  a  State  law  applying  to  cities  of  the  first  class 
onlv. 

,  The  Chairman.  Why  do  not  you  get  together  and  have  your 
legislature  pass  an  act  permitting  your  board  of  aldermen  or  council 
to  make  a  local  ordinance 

Mr.  Perrot.  That  is  what  we  want  to  get. 

The  Chairman.  And  whv  do  you  not  also  give  your  building  in- 
spector the  power  to  modify  the  conditions  of  the  ordinance,  with 
the  approval  of  the  director  of  public  safety  or  the  mayor? 

Mr.  Pi»rot.  Yes ;  we  should  have  a  commission  to  pass  on  it. 

The  Chairman.  And  then  have  a  board  of  appeals,  as  we  have  in 
New  York. 

Mr.  Perrot.  Yes;  our  law  in  Pennsvlvania  is  antiquated,  and  we 
are  living  under  that  antiquated  law.  For  instance,  we  can  not  build 
a  stone  wall  for  a  house  at  less  than  16  inches  thick.  Just  imagine 
that,  when  you  can  build  an  8  or  10  inch  wall,  which  is  just  as  strong 
as  or  stronger  than  the  old-fashioned  rubble  masonry.  Now,  in 
order  to  complv  with  that,  we  have  to  put  in  a  wall  the  same  thickness 
of  concrete.  You  can  not  cut  the  cost  of  building  down  under  those 
conditions. 

The  Chairman.  Then,  it  is  the  business  of  the  architects  and  engi- 
neers of  this  city  to  get  together  and  secure  a  modification  of  your 

buildiner  laws. 

Mr.  Perrot.  Yes :  that  is  the  first  thins:  we  should  do. 

The  Chairman.  Making  it  a  local  ordinance. 

Mr.  Perrot.  Yes. 

The  Chairman.  With  the  ricrht  of  apneal  to  some  board  that  will 
have  the  power  to  permit  modifications. 

Mr.  Perrot.  Yes ;  I  agree  with  that. 
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The  Chairman.  And  I  agree  fully  with  you  that  we  have  got  to 
have  modern  methods  and  take  advantage  of  the  skill  of  the  engineer. 

Mr.  Perrot.  And  use  labor-saving  devices  to  build  your  buildings. 

The  Chairman.  To  cut  down  the  costs.  / 

Mr.  Perrot.  Yes. 

The  Chairman.  We  have  been  studying  those  things  out  in  big 
construction. 

Mr.  Perrot.  But  we  have  forgotten  the  house. 

The  Chairman.  Yes.  Men  who  build  big  skysjrapers  apply  better 
business  ideas  to  their  plans;  but  when  it  comes  to  a  little  house  it  is 
necessary  to  look  after  them.  If  the  builder  of  the  small  house  would 
go  to  the  engineer  and  work  out  labor-saving  methods  and  could  then 
go  to  the  building  bureau  or  the  building  inspector's  office  and  have 
those  methods  approved,  he  could  save  a  lot. 

Mr.  Perrot.  As  a  matter  of  fact,  we  were  the  architects  for  the 
United  States  Shipping  Board  in  the  housing  development  at  the 
Union  Park  Gardens  at  Wilmington,  Del.  When  the  coal  situation 
became  acute  so  that  it  was  difficult  to  ^t  brick,  I  suggested  to  the 
Shipping  Board  a  modification  of  the  plan  of  the  house  or  design  of 
the  walls  of  the  house,  to  use  concrete,  frame,  and  stucco,  and  their 
engineer's  figure  they  would  have  saved  on  the  200  houses  to  be  built 
about  $30,000  on  that  one  item  alone. 

The  Chairman.  There  is  not  very  much  building  going  on  now,  is 
there  ? 

Mr.  Perrot.  No  ;  not  very  much.  ^ 

The  Chairman.  To  what  do  you  attribute  that? 

Mr.  Perrot.  Well,  I  think  it  has  all  been  stated  here  by  the  other 
witnesses.  I  have  nothing  to  add  on  that.  One  other  question,  I 
think,  is  very  pertinent  to  this  whole  subject,  and  that  is  the  question 
of  the  centralization  of  houses.  In  other  words,  I  believe  in  building 
in  the  suburbs  of  cities,  and  that  brings  us  back  to  transportation, 
in  other  words,  we  should  have  quick  and  economical  transportation 
to  our  suburban  districts  so  as  to  permit  the  development  of  those  sec- 
tions :  and  the  public  utilities  should  be  extendea  to  those  sections ; 
and  that  involves  another  phase  of  housing  which  has  not  been 
touched  on,  as  far  as  I  know — ^that  the  cost  of  the  house  is  only  one 
element  in  this  whole  thing.  The  cost  of  your  public  utilities  is  a 
very  big  item,  especially  if  you  stretch  out  in  a  large  area.  Your 
sewers  and  water  and  gas  and  street  paving  have  to  be  considered, 
and  I  believe  back  of  this  whole  thing  is  good  city  planning  and 
proper  land  subdivision  of  lots. 

The  Chairman.  There  is  no  doubt  about  that. 

Mr.  Perrot.  You  can  not  single  out  any  one  thing  as  resi)onsible 
for  the  general  situation.  It  is  a  combination  of  conditions  which 
will  have  to  be  remedied. 

The  Chairman.  Yes;  I  agree  with  you.  Is  there  anything  further 
that  you  would  care  to  say  to  the  committee,  Mr.  Perrot  ? 

Mr.  Perrot.  No,  Senator.    I  thank  you. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Perrot. 
Now,  is  Mr.  Buchholz  in  the  room  ? 
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8TATEMEHT  OF  MB.  ABTHTTE  E.  BITCHHOLZ,  STTPEBYISDia  IN- 
SPECTOB  OF  HOITSnra  OF  THE  CITT  OF  PHILADLPHIA,  PA. 

The  Chairman.  Mr.  Buchholz,  are  you  under  the  jurisdiction  of 
the  building  inspector's  office? 

Mr.  BucHHOLz.  No;  the  health  department. 

The  Chairman.  Is  that  a  new  place  recently  created? 

Mr.  BucHHOLz.  No;  I  have  been  here  since  1908,  when  we  got  our 
first  tenement-house  laws.  My  work  is  primarily  the  supervision  of 
multiple  Jiouses  in  the  city  of  Philadelphia — the  licensing  and  the 
inspection,  etc. 

The  Chairman.  Do  you  reciuire  the  builder  of  a  multiple  house 
to  file  with  your  office  a  plan  ? 

Mr.  Buchholz.  We  do. 

The  Chairman.  Before  he  can  start  construction  ? 

Mr.  Buchholz.  The  law  so  states,  that  before  he  gets  the  approval 
of  the  chief  of  the  division  of  housing  and  sanitation  he  may  not 
begin  building  construction. 

The  Chatri^ian.  And  then  after  the  building  is  completed  he  must 
have  your  certificate  of  occupancy  before  he  can  put  the  tenants  in  ? 

Mr.  Buchholz.  Yes;  I  think  that  would  be  the  proper  wav  to 
express  it,  but  that  is  not  provided.  That  is  to  say,  we  differ  from 
your  New  York  tenement  law  in  this  way :  We  require  all  rooming 
and  tenement  houses  to  be  licensed ;  thev  must  secure  a  license  from 
the  department  of  public  health,  through  its  division  of  housing  and 
sanitation — which  means  through  my  housing  section. 

The  Chairman.  You  say  "  multiple  houses."  Do  you  mean  houses 
of  three  or  more  families  ? 

Mr.  Buchholz.  Three  or  more  families  for  a  tenement  house  is  the 
definition,  the  same  as  you  have  in  New  York;  but  a  rooming  house 
is  one  where  persons  are  taken  for  hire  or  otherwise,  for  a  single 
day  or  night  or  a  longer  period.  That  would  take  in  club  houses, 
fraternity  houses,  lodging  nouses,  etc. 

The  Chairman.  We  do  not  have  inspection  of  that  character. 

Mr.  Buchholz.  I  know.  I  learned  my  business  in  New  York.  I 
mean  went  there  to  see  and  study  your  system  about  13  years  ago. 

The  Chairman.  Then,  you  know  all  about  it? 

Mr.  Buchholz.  Yes.  1  think  we  are  about  the  only  city  that  has 
the  licensing  system  of  tenement  and  rooming  houses. 

The  Chairman.  Mr.  Buchholz,  are  you  building  many  tenement 
aouses  in  Philadelphia  at  this  time  ? 

Mr.  Buchholz.  No;  very  few.  In  fact,  we  have  not  built  many 
for  a  long  time,  because  our  tenement  laws  are  very  strict. 

The  Chairman.  Stricter  than  New  York? 

Mr.  Buchholz.  I  would  not  say  that,  no;  but  you  must  understand 
that  the  New  York  tenement  house  is  a  large  structure,  as  a  rule; 
whereas,  the  tenement  house  in  Philadelphia  has  usuallv  been — ^they 
are  now  building  some  larger  ones — but  it  has  usually  been  a  three- 
family  proposition ;  so  we  have  had  a  tenement-house  law  since  1895, 
and  that  law  was  a  very  strict  law,  and  it  really  stopped  the  construc- 
tion of  tenements  within  the  law,  and  as  a  result  of  that  our  problem 
has  been  one  of  conversion  of  the  one- family  house,  more  like  the 
Brookljm  problem,  I  should  say,  that  you  folks  have  had  recently. 
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The  Chairman.  Yes. 

Mr.  BucHHOLz.  I  think  you  have  been  trying  to  get  some  legisla- 
tion. 

The  Chairman.  Yes;  changing  the  three-story  and  basement  house 
to  a  three  and  four-family  house. 

Mr.  BucHHOLz.  Exactly.    That  is  our  main  problem. 

The  Chairman.  Can  you  tell  us  how  many  permits  have  been  issued 
for  tenement  houses  this  year  and  last  year  ^ 

Mr.  BucHHOLz.  Well,  not  exactly ;  but  I  can  tell  you  that  I  have, 
roughly,  about  8,000  houses  listed  as  tenement  or  rooming  houses  in 
the  city  of  Philadelphia. 

The  Chairman.  1  was  anxious  to  find  out  how  many  new  tenement 
houses  you  had  built  within  the  last  year  or  two. 

Mr.  BucHHOLz.  Oh,  new  houses? 

The  Chairman.  Yes. 

Mr.  BucHoLz.  New  tenement  houses — I  do  not  have  those  figures 
right  in  mind,  but  there  are  very  few  new  tenement  houses.  In  the 
last  year,  did  you  sav! 

The  Chairman.  During  this  calendar  year. 

Mr.  BucHHOLz.  Oh,  during  this  calendar  year,  I  do  not  believe  we 
have  had  more  than  four  or  five. 

The  Chairman.  So  not  more  than  half  a  dozen  houses  to  be  occu- 
pied by  three  or  four  families  have  been  started  this  year  in  all  of 
the  city  ? 

Mr.  Buchholz.  No. 

The  Chairman.  Have  you  anything  to  tell  us  that  you  think  will 
be  helpful  to  this  committee  ? 

Mr.  Buchholz.  Well,  of  course,  like  everyone  else,  we  have  been 
thinking  a  great  deal  about  the  reasons  for  the  housing  famine  in 
Philadelphia  and  elsewhere;  but  I  have  not  given  it  any  special 
study.  Mr.  Ihlder,  no  doubt,  in  his  paper  touched  upon  a  great 
many  things  along  that  line.  I  know  that  he,  through  the  Phila- 
delphia Housing  Association,  has  been  giving  the  matter  particular 
study,  while  the  city  department  has  not;  in  lact,  we  liave  oeen  very 
much  undermanned,  and  it  is  more  than  we  can  do  to  control  the 
sanitary  conditions  in  the  8,000  tenement  and  rooming  houses  that  I 
have  already  spoken  of.  But  I  think  that  one  of  the  very  best  ways 
that  housing  could  be  encouraged  would  be  through  making  loans 
for  the  construction  of  these  houses  more  easily  obtainable ;  in  other 
words,  financing  the  builders.  For  a  long  time,  from  my  experience 
and  investigation  some  years  ago  abroad,  I  thought  that  municipal 
houses  or  State  loans  of  money  would  probably  be  a  very  good  thing; 
but  we  have  had  a  lot  of  experience  here,  and  so  have  other  cities, 
which  has  taught  us  that  the  municipality,  for  some  reason  or  other, 
or  the  State  or  the  Nation  can  not  conduct  these  private  enterprises, 
what  are  now  private  enterprises,  as  cheaply  as  the  private  people 
can. 

The  Chairman.  Tn  theory  it  looks  all  right? 

Mr.  Buchholz.  Yes. 

The  Chairman.  It  seems  the  ideal  thing  to  do,  but  somehow  it 
does  not  work  out  in  practice  ?  ... 

Mr.  Bi  cHHOLz.  My  own  personal  opinion  is  that  it  is  because  the 
people  who  undertake  to  do  those  things  do  not  go  into  them  with 
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the  idea  of  running  a  municipal  or  State  or  national  office  like  they 
would  a  private  office;  and  I  think  that  the  main  reason  is  that 
people,  when  they  get  into  public  office,  do  not  feel  the  same  way 
about  the  thing  as  they  dp  about  private  affairs.  I  think  the  main 
thing  that  you  gentlemen  will  have  to  do  in  some  way  is  to  make  the 
monej  easier,  either  through  the  reduction  of  taxes — I  do  not  believe 
in  this  suggestion,  that  I  think  I  heard  you  make  this  morning,  of 
exempting  Duildings  from  taxation  for  five  jrears — ^new  workmen's 
buildings,  for  instance — I  do  not  believe  that  is  the  proper  thing  to 
do,  unless  you  can  not  find  some  other  means  of  raising  the  money, 
because  the  city  could  not  forego  that,  and  I  thijik  most  other  cities 
are  in  the  same  situation. 

The  Chairman.  That  would  only  apply  to  houses  hereafter  con- 
structed? 

Mr.  BucHHOLz.  Yes;  exactly. 

The  Chairman.  And  that  would  not  affect  taxes  on  factories  or 
garages  or  office  buildings  or  hotels? 

Mr.  BucHHOLz.  No. 

The  Chairman.  But  simply  houses  erected  strictly  for  dwelling 
purposes  for  a  period  of  five  years. 

Mr.  BucHHOLz.  You  have  not  any  idea  how  poor  the  municipalities 
are — ^how  they  need  money,  and  then  not  get  money  to  do  the  essential 
tilings  now.  Certainly  it  would  be  subsidizing,  which  I  do  not  ap- 
prove of. 

The  Chairman.  And  neither  do  I,  but  there  is  a  condition  here 
that  confronts  us.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  Mr.  Buchholz?  \ 

Mr.  Buchholz.  No,  Senator. 

The  Chairbian.  I  thank  you  very  much,  sir.  Now,  is  Mr.  Hollen- 
back  here? 

STATEMENT  OF  MB.  EDWIN  E.  HOLLENBACK,  PBESIDENT,  MASTEB 
BTTILDEBS'  EXCHANGE,  PHILADELPHIA,  PA. 

The  Chairman.  Mr.  Hoilenback,  we  would  like  to  find  out  what 
you  think,  as  a  practical  man,  should  be  done  to  relieve  this  situation, 
and  whether  or  not  C^ongress  could  be  helpful  in  it? 

Mr.  Hollenback.  Yes:  Congress  can.  I  do  not  know  exactly  how, 
of  course ;  but  we  are  suffering  to-day  under  three  or  four  handicaps. 
Of  course,  transportation  is  ahig  factor,  and  underproduction  both  as 
to  material  and  labor.  Congress  comes  in  on  this  lactor  of  transpor- 
tation, and  it  comes  in  in  the  releasing  of  labor  by  the  elimination 
of  a  lot  of  our  so-called  war-time  production  that  is  now  going  on. 
That  is  what  we  are  suffering  from.  For  instance,  in  Philadelphia, 
to-day  the  actual  number  of  bricklayers  in  this  city  is  1,700 — that  is, 
the  union  bricklayers,  and  there  are  eight  or  nine  hundred  stone- 
masons in  the  city. 

The  Chairman.  Did  you  ever  have  more  than  1,700  bricklayers? 

Mr.  HoLLENBACK.  That  is  the  whole  city  ? 

The  Chairman.  Did  you  ever  have  more  than  that? 

Mr.  HoLLENBACK.  No ;  I  do  not  think  we  did,  and  yet  our  popula- 
tion and  our  industries  have  been  increasing. 

The  Chairman.  Why  do  your  bricklayers  not  get  more  appren- 
tices and  make  more  bricklavers? 
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Mr.  HoLLENBACK.  The  tendency  is  now  for  a  young  man  to  take  a 
high-school  education  and  not  a  practical  education.  The  same  is 
the  condition  in  the  carpenters'  trade. 

The  Chairman.  I  have  observed,  that,  and  I  was  saying  to  my 
superintendent  the  other  day  in  New  York  City,  in  going  through  a 
building  operation  that  I  am  interested  in,  that  I  did  not  see  a  single 
carpenter  under  50  years  of  age. 

Mr.  HoLLENBECK.  And  that  is  the  condition  here. 

The  Chairman.  We  are  making  a  few  bricklayers  and  a  few 
plumbers  and,  because  of  the  intricacies  of  electrical  work,  more  elec- 
tricians, but  we  are  not  making  any  carpenters. 

Mr.  HoLLENBECK.  Mechanics  are  very  scarce  and  we  are  making 
very  few.  We  have  in  this  city  11,000  carpenters  in  the  union,  with 
very  few  outside,  and  they  are  all  employed.  You  can  take  any  of 
the  employments  to-day  and  you  will  find  advertisements  offering 
higher  wages  than  the  union  rates  to-day,  showing  that  there  is  a 
scarcity  of  mechanics.  The  labor  situation— -common  unskilled  la- 
bor— a  scarcity  of  that  kind  of  labor  is  a  condition  that  we  are  facing 
to-day.  They  are  very  scarce,  and  naturally  they  are  making  greater 
demands.  You  take  m  the  war,  we  lost  about  200,000  men — killed, 
wounded,  and  died  of  disease.  In  the  time  since  the  war  Italy  ana 
other  nations  have  sent  more  than  that  in  here,  so  that  I  feel  to-day 
that  there  are  as  many  men,  in  man  power,  in  the  United  States  as 
there  were  prior  to  the  war,  or  in  1916.  There  are  just  as  many  men 
in  the  building  game  to-day  as  there  were  in  1916 — ^no  more,  no 
less — and  at  the  present  time  in  Philadelphia  the  building  industry 
is  practically  at  a  standstill.  Mr.  Crawford  gave  you  a  good  r6sum6 
of  what  the  operative  builder  is  doing — and  ne  is  doing  nothing,  in 
fact.  The  builder  in  my  line  is  not  doing  much  more.  Things  are 
practically  coming  to  a  standstill. 

The  Chairman.  That  is  caused  by  the  lack  of  transportation  and 
the  high  prices  of  building  materials  and  high  prices  or  labor  ? 

Mr.  HoLLENBECK.  Ycs. 

The  Chairman.  And,  despite  all  of  that,  there  is  a  demand  or  a 
need  for  more  buildincs.  Do  you  not  think,  ultimately  that  building 
will  start  up,  despite  me  high  prices  ? 

Mr.  HoLLENBECK.  Oh,  yes;  it  is  bound  to  do  so.  The  one  thing 
that  I  find  that  the  clients  that  I  meet  who  contemplate  building  is 
that  they  are  deferring  the  operation,  thinking,  possibly,  that  there 
will  be  a  decrease  in  the  next  couple  of  years.  Mr.  Crawford  made 
the  statement  that  the  increase  had  been  270  per  cent;  it  is  really 
about  300  per  cent;  and  I  think  if  you  will  write  to  the  statistical 
department  in  Washington  they  will  tell  you  that  it  is  368  per  cent 
Mr.  Crawford  said  he  could  buy  brick  for  $6.50.  The  hard  brick 
that  we  bought  was  at  $8  in  1916,  for  which  we  are  paying  $24  to- 
day—200  per  cent  increase.  Mr.  Lloyd  stated  that  lumber  was  about 
75  to  100.  per  cent  higher  than  1916;  but  it  is  more  than  that.  I  have 
records  here  to  show  that  it  is  running  300  per  cent  higher. 

The  Chaikman.  I  thought  it  was  200  per  cent. 

Mr.  Hollenback.  It  is  300  per  cent.  You  can  not  buy  it  to-day 
for  less  than  $75  to  $90.  I  had  some  quotations  for  8  by  10  the  other 
day  of  $117j  which  will  prove  the  statement  that  it  is  300  per  cent. 
I  made  a  calculation  on  what  you  read  in  your  earlier  discussion  of 
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$2.40  against  the  dollar — I  made  a  calculation  similar  to  that  in  Feb- 
ruary, and  in  May  it  had  jumped  to  $2.60. 

The  Chairman.  I  had  m  mind  transportation. 

Mr.  H014LENBACK.  That,  of  course,  is  transportation.  We  are 
suffering  from  a  lack  of  transportation  to-day,  which  adds  on  to  the 
cost.  We  figure  on  doing  a  buflding  in  four  months,  and,  from  actual 
experience,  when  it  is  done  it  takes  eight  months,  due  to  the  delays 
in  transportation.  For  instance,  cement,  gravel,  crushed  stone,  flag,. 
etc.,  must  be  brought  in.  We  have  no  facilities  here — either  brought 
in  by  boat  or  by  rail — and  I  have  one  particular  job  in  the  north 
end  of  the  city  that  was  to  be  done  the  1st  of  July  that  will  not  l>e 
done  until  the  1st  of  October.  There  have  been  but  two  carloads 
of  cement  delivered  on  the  job  in  a  period  of  five  months. 

The  Chairman.  What  is  the  character  of  that  building? 

Mr.  HoLiiBNBACK.  It  is  the  Bessemer  motor  truck  plant.  I  do 
not  know  whether  you  noticed  that  coming  through  Holmesbiirg 
from  New  York. 

The  Chairman.  We  have  asked  Mr.  Trigg,  of  your  city,  to  organize 
a  committee.    Do  you  know  Urn? 

Mr.  HoLLBNBACK.  Yes. 

The  Chairman.  We  have  asked  him  to  organize  a  committee  of 
men  in  your  line  to  cooperate  with  the  railroad  companies,  in  order 
to  secure  better  transportation  facilities  for  building  materials.  Now, 
if  you  have  some  particular  job  that  is  pressing,  where  you  need  some 
kind  of  material  that  you  can  not  get,  if  you  will  let  us  know  we 
will  see  what  we  can  do  for  you. 

Mr.  HoLLENBACK.  Well,  I  have  tried  that  through  the  Pennsyl- 
vania Bailroad  and  have  got  some  cars  released  on  priority  orders, 
but  as  to  the  future — what  I  was  thinking  of  was  when  it  breaks. 
The  reason  I  brought  that  up  was  that  if  it  were  to  break  with  con- 
ditions as  they  are  you  can  readily  see  that  there  would  be  an  increase 
in  cost.  If  we  were  to  start  building  houses  to-day,  the  laborer  is  going- 
to  wait  for  the  biggest  bid  for  his  services,  and  the  man  who  is  hold- 
ing lumber  and  other  material  is  going  to  wait  for  the  biggest  bid 
for  his  material.    The  demand  would  immediately  increase  the  price. 

Now,  the  question  comes,  Is  it  advisable  to  go  ahead  or  had  we  not 
better,  may  be.  take  Mr.  Ball's  suggestion  and  educate  the  people  to 
the  present  cost  and  not  try  to  breed  this  discontent?  Our  friend,. 
Mr.  Molony,  stated  how  the  tenants  felt  about  it.  The  trouble  is  that 
a  few  good  many  of  our  tenants  have  had  their  wages  or  salaries  in- 
creased, but  they  still  want  to  go  on  under  existing  conditions  with 
the  $18  a  month  house.  Now,  of  course,  in  our  line  we  do  not  build 
houses  any  more,  because  the  man  who  wants  to  build  a  $20,000  or 
$25,000  house  does  not  build.  The  main  thing  with  the  other  builder 
in  the  large  industrial  operations  is  that  he  wants  to  build,  but  he 
faces  the  question  as  to  what  is  going  to  be  the  depreciation  in  the 
next  couple  of  years. 

The  Chairman.  That  is  just  as  certain  as  we  are  here. 

Mr.  HoLLENBACK.  I  really  think,  though,  that  Congress  should  do 
something  toward  stopping  this  war-time  production.  I  personally 
served  overseas  for  some  time,  and  it  was  a  rough  call  over  there  in 
the  demolition  work  and  I  can  not  see  this  continuation  of  war-time 
production  here.    I  was  in  demolition  over  there. 
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The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  HollenbacK? 
Mr.  HoLLENBACK.  No,  Senator;  I  think  not. 
The  Chairman.  Thank  you  very  much.    Now,  is  Mr.  Dudley  here  ? 

STATEMENT  OF  MB.  JAMES  0.  DUDLEY,  CONSULTDI 0  ENGINEER, 

OAK  LANE,  PHILADELPHIA,  PA. 

Mr.  Dudley.  Mr.  Chairman,  I  have  been  an  intimate  student  of 
this  question  of  housing  for  many  years,  as  research  engineer  of  the 
Merchant  Shipbuilding  Corporation  for  three  years,  which  I  left  on 
the  1st  of  July.  I  was  concerned  since  with  all  the  problems  enter- 
ing into  the  housing  of  some  7,500  people  at  Harriman,  which  is  a 
suburb  of  Bristol;  consequently  I  have  gone  deeply  into  those  ques- 
tions for  the  corporation  as  well  as  personally,  and  there  are  a  few 
phases  of  it  that  I  do  not  think  have  been  toucned  upon  here  to-day 
that  not  only  affect  the  houses  which  we  want  to  build  but  those  which 
have  been  built;  and  formost  amongst  those  questions  is  that  of  heat- 
ing and  coal.  As  a  result  of  the  lack  of  housing  facilities,  I  am  pleased 
to  say  that  I  was  compelled  to  buy — I  could  not  rent,  and  I  went 
through  the  cycle  of  all  the  operations  that  have  been  cited  here.  I 
have  bought;  I  have  my  own  nome,  and  I  have  as  perfect  a  heating 
system,  possibly,  as  is  in  existence,  but  it  is  practically  out  of  my  con- 
trol or  power  to  secure  coal. 

Now,  if  that  is  my  condition,  what  is  going  to  be  the  condition 
of  tens  of  thousands  of  others  this  winter?  The  coal  question  is 
vital  to  this  whole  housing  situation,  and  something  must  be  done 
by  the  National  Government,  by  the  railroads,  and  the  others  to  see 
that  heating  coal  is  available  to  the  citizens  of  Philadelphia  as  well 
as  every  other  commimity.  We  are  going  to  reach  the  peak  of  the 
winter  and  have  no  coal  available.  The  bins  of  the  coal  dealers  are 
cleaned  out ;  they  will  make  you  no  quotations  on  coal,  except  as  they 
get  it,  and  at  prices  at  which  it  will  come  then. 

Many  of  the  witnesses  here  that  I  have  heard  this  afternoon  have 
discussed  many  problems  which  concerned  only  industrial  builders, 
whereas  this  investigation,  as  I  see  it,  is  more  particularly  directed 
toward  relieving  the  crying  need  of  housing.  We  must  house  the 
workers,  and  we  must  house  ourselves,  before  we  can  begin  to  manu- 
facture and  transport. 

The  houses  that  have  been  put  up  in  the  past,  due  to  the  antiquated 
laws  which  Mr.  Perrot  has  so  ably  focussed  our  attention  upon,  have 
been  very  poor  houses  from  a  heating  standpoint,  with  the  result 
that  I  say,  without  question,  that  all  our  houses  to-day  are  costing 
more  for  heating  than  it  did  20  years  ago.  I  have  been  identified 
with  the  heating  art  for  more  than  that  time,  and  I  speak  with 
authority.  Now,  that  may  seem  to  be  a  simple  matter,  but  a  ton  or 
two  tons  of  coal  per  house,  multiplied  throughout  the  eountrv,  would 
run  into  staggering  figures.  Senator — absolutely  staggering  figures — 
which  can  be  cut  down,  and  which  would  go  far  in  the  other  way,  if 
we  were  to  adopt  the  scientific  method  that  Mr.  Perrot  and  Mr. 
Ihlder  have  been  advocating.  In  other  words,  we  have  got  to  stop 
building  houses  and  begin  to  manufacture  them  according  to  scien- 
tilic  en;.rintHMing  laws  that  will  produce  results,  regardless  of  methods. 
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In  other  words,  the  law  should  say  that  your  floor  must  support  thus 
and  so,  and  then  leave  it  to  the  engineers  and  architects  to  produce 
that  result,  even  if  they  do  it  with  tissue  paper,  if  they  can  support 
th<»  load. 

The  loads  in  houses  are  very  normal — 50  pounds  per  square  foot 
is  an  extreme.  In  other  words,  I  would  call  your  attention  particu- 
larly to  the  great  problem  of  heating  houses  that  exist  and  houses 
that  are  to  be  built,  getting  an  adequate  coal  supply  of  proper  char- 
acter; and,  secondly,  that  we  must  abandon  the  idea  of  building 
houses  and  must  manufacture  them  wholesale  by  manufacturinje  and 
engineering  methods,  because  if  vou  attempt  to  keep  on  buuding 
houses  to  meet  this  enormous  denciencv  you  can  not  catch  up  for 
the  many  reasons  that  have  been  voiced  here  to-day — ^the  high  cost  of 
labor,  the  high  cost  of  transportation,  the  inadequacy  of  transporta- 
tion, and  the  high  cost  of  materials.  We  must  use  the  minimum  of 
all  materials.  I  think  it  can  be  demonstrated  before  any  court  of 
engineers  or  architects  that  we  can  build  houses — homes — with  one- 
third  or  less  of  the  materials  and  labor  that  are  used  in  them  to-day. 

The  Chairman.  If  that  could  be  done 

Mr.  Dudley  (interposing).  I  am  prepared  to  show  that  it  can  be 
done. 

The  Chairman.  If  one  can  build  houses  with  one-third  of  the  ma- 
terial used  to-day,  then  he  will  be  doing  a  great  deal  for  mankind. 

Mr.  Dudley.  1  can  show  ii,  and  others  can  do  the  same ;  and,  more 
than  that,  I  will  show  you  a  house  with  practically  no  obsolescence;  I 
will  show  you  a  house  that  is  practically  indestructible,  and  others 
can  do  the  same  thing.  In  other  words,  I  have  statistics  in  my 
possoiision,  recently  ]>ublished,  showing  timt  65  per  cent  of  all  the 
fires  in  the  United  States  of  America  originate  in  the  home,  and 
that  40  per  cent  of  all  the  fires  in  the  homes  are  electrical.  Now,  we 
can  make  our  houses  of  cement  and  steel  practically  indestructible, 
with  no  painting,  and  no  insurance,  other  than  for  trim,  and  that  is 
what  we  must  come  to,  and  then  we  will  use  the  absolute  scientific 
minimum  of  material.  You  can  put  that  cAnent  and  steel  together 
with  manufacturing  methods,  where  you  can  take  a  bricklayer  or  a 
plumber  or  a  farmer  and  convert  him  into  a  housebuilder.  I  thank 
you,  sir. 

The  Chairman.  Is  there  anything  further  that  you  care  to  say  to 
the  committee,  Mr.  Dudley  ? 

Mr.  Dudley.  No,  Senator ;  I  think  that  is  all  I  care  to  say. 

The  Chairman.  We  thank  you  very  much.  That  will  close  our 
hearing  here,  gentlemen. 

(Whereupon,  at  5.10  o'clock  p.  m.,  the  committee  adjourned  to 
meet  at  the  call  of  the  chairman.) 
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FBIDAY,  ATTOTTST  87,  1980. 

United  States  Senate, 
Select  Comjiittee  on  Beconstructiox  and  Prodfction, 

New  York  City, 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in 
room  1101  Engjieering  Societies  Building,  29  West  Thirty-ninth 
Street,  Senator  William  M.  Calder,  presiding. 

Pi-esent:  Senator  Calder  (chairman) ;  also  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

STATEMENT  OP  HE.  JOHN  L.  PAEISH,  SECBETAEY  ADVISOEY 
COUNCIL  OF  BEAL  ESTATE  INTEBESTS,  NEW  YOBK  CITY. 

The  Chairman.  Mr.  Parish,  this  committee  is  engaged,  as  you 
know,  in  making  a  Nation-wide  inquiry  into  the  housing  conditions 
of  the  country.  We  have  had  several  sessions  here  in  this  city,  we 
have  had  one  in  Baltimore,  and  one  in  Philadelphia.  We  believe 
there  is  a  great  emergency  existing  that  must  be  remedied,  and,  per- 
sonally, I  know  that  you  have  given  a  great  deal  of  study  and  thought 
to  the  subject.  The  committee  would  like  to  be  advised  just  what 
your  views  are  in  the  matter  and  what  Congress  can  do  to  help. 

Mr.  Parish.  Senator,  the  Advisory  Council  of  Real  Estate  Inter- 
ests, as  perhaps  you  are  very  well  advised,  have  taken  a  very  deep 
interest  in  this  subject.  Their  interest  is  peculiar  to  the  city  of  New 
York,  but  the  conditions  in  the  city  of  New  York  are  so  similar  to 
those  in  all  other  centers  of  population  in  the  country  that  their  con- 
clusions, based  upon  investigations  here,  must  apply,  we  think,  to  the 
conditions  existing  in  other  centers  of  population. 

The  advisory  council  is  constituted  mainly  of  representative  own- 
ers, financiers,  brokers,  and  agents  in  the  handling  of  high-class 
properties.  It  is  a  voluntary  organization,  nonpolitical,  and  having 
no  income  except  by  contrioutions  from  its  membership  and  from 
others  interested  in  its  work.  They  have  directed  me  to  make  an 
analysis  of  the  mortgage  filings,  as  tar  as  that  could  be  done,  in  the 
city  of  New  York,  basing  our  calculations  and  analyses  almost  en- 
tirely upon  the  records  provided  by  the  Record  and  Guide,  of  the 
city  of  New  York,  which,  as  perhaps  you  know,  is  as  near  as  we  have 
to  an  official  organ  publishing  and  compiling  weekly  the  real  estate 
records  of  the  city. 

We  have  made  this  analysis,  which  I  have  reduced  to  written  form. 

In  the  first  half  of  the  current  year,  1920,  the  mortgage  business 
in  New  York  City  on  its  face  scored  the  most  notable  increase  over 
the  records  of  former  years  in  all  its  history.    In  all  five  boroughs 
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the  filings  of  record  amounted  to  $442,355,000,  as  against  $184,850,000 
for  the  first  six  months  of  1919.  These  are  record  figures  for  the 
three  larger  boroughs  and  conservative  estimates  for  Queens  and 
Hichmond. 

Statistics  are  incomplete  for  Queens  and  Richmond,  and  for  the 
purposes  of  a  careful  analysis  to  show  the  drKt  of  mortgage  money 
are  complete  only  as  to  the  Borough  of  Manhattan.  Sut  for  the 
other  four  boroughs  the  tendency  as  to  mortgage  investments  is  not 
essentially  different.  The  enormous  increase  in  the  volimie  of  mort- 
gages, amounting  to  over  140  per  cent,  was  brought  about  by  the 
unprecedented  buying  movement  of  the  time  specined  and  is  repre- 
sented entirely  by  purchase  money  mortgages  given  in  part  payment 
for  properties  in  lieu  of  cash. 

The  record  for  Manhattan  Borough  shows  a  total  of  6,198  mort- 
gages recorded,  for  a  total  amount  of  $215,931,789,  in  the  first  six 
months  of  this  year,  after  excluding  mortgages  given  as  collateral, 
etc.,  and  to  establish  credits  for  accounts  current.  This  shows  an 
increase  of  3,953  in  number  and  $152,825,000  in  amount,  or  242  per 
cent  over  the  record  for  the  corresponding  period  of  last  year. 

The  Chairman.  When  you  spoke  of  a  buying  movement,  you  meant 
a  buying  of  houses? 

Mr.  Parish.  Yes,  Senator;  a  buying  of  houses,  business  property, 
all  kinds  of  real  property. 

The  Chairman.  So  that  that  total  sum  of  mortpiges  given,  you 
believe,  indicates  that  second  mortgages — for  instaiue,  i)urchase- 
money  mortgage — were  given  back  by  the  purchasers,  and  that  ac- 
counts largely  for  that  ? 

Mr.  Parish.  Almost  entirely.  The  increase  in  the  volume  of  mort- 
gages is  accounted  for  almost  entirely  by  the  giving  of  purchase- 
money  mortgages  in  lieu  of  cash  during  that  buying  movement,  which 
continues  in  a  moderate  degree  now.  Our  real  estate  people  seem  to 
feel  that  there  has  been  a  little  relaxation  in  that  movement.  It  is 
not  as  active  as  it  was.  I  wonder  what  they  think — whether  it  is 
possible  for  an  industry  to  keep  up  a  pace  of  that  kind  continuously 
through  the  year.  It  is  physically  impossible  to  keep  up  any  such 
record  of  business ;  people  have  to  rest ;  they  have  to  let  go  and  spit 
on  their  hands,  to  get  a  fresh  hold,  you  know.  I  have  not  any  ques- 
tion— and  I  think  the  majority  of  the  real  estate  people  in  the  city 
here  will  agree  with  me — ^that  this  movement  is  only  suspended  tem- 
porarily, and  that  as  the  people  get  settled  into  their  traces  again  it 
will  be  resumed  and  will  go  on;  and  it  must  go  on  because  of  the 
unsatisfied  demand. 

The  Chairman.  Mr.  Parish,  I  agree  with  you  that  a  larsre  part  of 
the  mortgages  recorded  in  New  York  City  during  the  earlier  months 
of  this  year  were  purchase-money  mortgages.  I  know  that  from  my 
own  connection  with  the  real  estate  market.  So  that  while  there  has 
been  a  very  large  turnover  of  real  estate,  there  has  not  been  the 
volume  of  cash  turnover  that  one  might  believe  from  the  extent  of  the 
sales.  It  is. reflected,  however,  in  this  large  volume  of  mortgages  that 
you  have  mentioned  and  which  you  have  agreed  were  purchase-money 
mortgages;  and  I  am  inclined  to  believe  that  a  very  large  part  of 
them  were  second  mortgages,  obtained  in  the  way  I  have  explained. 

Mr.  Parish.  T  think  the  record  shows  that  to  be  the  fact. 
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The  Chairman.  Does  the  record  show  that  they  were  second  mort- 

Mr.  Parish.  Yes. 

The  Chairman.  Have  you  any  figures  on  that  ? 

Air.  Parish.  Yes ;  I  am  comin«f  to  that  point  later.  Senator. 

The  Chairman.  Very  well;  go  ahead. 

Mr.  Parish.  An  analysis  of  these  6,1^8  mortgages  shows  that  a  very 
large  proportion  of  them  were  purchase-monev  mortgages,  and  as 
such  do  not  represent  any  new  money  coming  into  mortgage  invest- 
ments. 

At  the  same  time  this  extraordinary  selling  movement  was  in  prog- 
ress an  extraordinary  liquidation  of  matured  mortgages  was  also 
going  on,  and  is  still  proceeding.  Holders  of  mortgages  have  by 
thousands  been  demanding  payment  of  their  loans  as  they  fell  due, 
and  debtors  who  were  able  nave  paid  oflf  their  mortgage  obligations 
rather  than  accept  the  conditions  demanded  for  renewals,  extensions, 
or  refunding. 

Such  of  the  mortgage  debtors  as  were  unable  to  pay  oflf,  or  for 
other  reasons  preferred  to  refimd  their  mortgage  obligations, 
have  refunded  oy  engaging  some  savings  bank  or  life  insurance 
company  to  buy  the  mortgages  from  the  former  holders  and  carry 
them  for  them  for  extended  terms. 

In  tabulated  form,  the  numbers  and  amounts  of  these  varied  op- 
erations are  as  follows: 


Mortgagee,  Manhattan,  Jan.  1  to  July  L 

1920. 

Number. 

Amount. 

Por^Me  money 

4,910 
623 

$149,961,885 

Firsts  And  hnildiiic  loftnu. , , , , , , . , 

53,494,481 

Seconds 

13,475,423 

TotaL, 


6,198 


215,931,789 


In  addition  there  were  in  the  same  period  the  following : 


Sfttisfied. 
Afsigned. 


Amount. 


$68,845,140 
28,972,646 


The  Chafrman.  Have  you  any  comparison  of  figures  on  that? 
Mr.  Parish.  I  have,  Senator,  and  comparison  shows  as  follows : 

Analysis  of  mortgage  records,  Borough  of  Manhattan,  N.  Y.,  first  half  of  1920, 

compared  icith  corresponding  period  of  1919. 


Purchase  monev 

Firsts  and  building  loans. 
Seconds 


1920 


Number. 


4,916 
659 
623 


Total 

SatHfled  and  discbarRed 

Assigned  to  tax-exempt  holders. 


5,198 

3,312 

445 


Amount. 


$149,961, 8«5 
52,494.4S1 
13,475,423 


215,931,789 
68,H45,140 
28,972,645 


1919 


Number. 


1,367 

»333 

3f« 


1  2,062 

«  1,617 

129 


Amount. 


$37,336,435 

I  19,112,946 

5,547,447 


161,996,828 

43,615,533 

7,657,447 


*  Includes  mortnure  for  $7,000,000  on  2  buildings  at  Broedwav  and  Cedar  Street. 

*  Includes  cancellation  of  2  nwrtgwjes  on  2  t  ulldings  at  Broadway  and  Cedar  Street,  amounting  to 
$10,000,000. 
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As  you  will  observe,  sir,  the  increase  in  the  volume  of  business  this 
jear  over  the  corresponding  period  last  year  is  enormous,  amounting 
to  over  $153,000,000  in  the  total  of  new  filings,  and  this  has  been 
accomplished  with  an  addition  of  not  over  $16,000,000  of  new  money 
actualijr  invested  in  mortgages.  The  liquidation  or  mortgages  shown 
by  the  items  of  satisfied  and  discharged  mortgages,  and  those  assigned 
to  holders  who  are  exempt  from  payment  of  the  income  tax  amounts 
to  over  six  times  that  sum.  This  liquidation  is  still  in  progress,  and 
for  reasons  which  are  well  known  to  yourself  and  to  everyone  else 
who  is  familiar  with  the  real  estate  market  here,  namely,  that  p«>ple 
are  calling  their  mortgages  and  demanding  payment,  and  those  who 
<ian  pay  do  pay,  and  those  who  can  not  pay  get  somebody  else  to  pay 
for  them. 

Of  the  659  first  mortgages  specified  15  were  building  loans  of  over 
half  a  million  each,  the  aggregate  amount  being  $28,225,000.  There 
were  many  more  building  loans  in  small  individual  amounts,  which 
would  probably  swell  the  volume  of  building  loans  to  over  forty 
millions. 

The  practice  in  that  matter,  as  you  very  well  know.  Senator,  is  that 
this  money  is  paid  out  as  the  building  proceeds.  It  is  not  all  paid 
out  by  the  lending  institution  at  once.  Perhaps,  at  the  beginning, 
there  imght  be  an  initial  payment  that  would  cover  the  proportion 
that  would  be  loaned  upon  the  land  alone ;  but  I  think  that  has  hap- 
pened to  only  a  very  small  extent  in  this  building  period ;  and,  as  a 
matter  of  fact,  a  great  many  of  the  operations  represented  in  these 
building  loans  have  scarcely  been  begun,  on  account  of  difficulties  that 
you  have  already  disclosed  in  the  course  of  your  investigations — 
difficulties  in  transportation,  practically,  principally,  as  well  as  in  the 
cost  of  labor  and  the  obtaining  of  materials. 

Of  the  remaining  twelve  millions  a  deeper  inquiry  would  doubtless 
show  that  the  greater  part  were  also  purchase-money  mortgages. 
This  would  also  be  found  to  be  the  fact  with  regard  to  most  of  the  623 
seconds,  for  $13,475,423.  So  that  of  this  total  of  1,282  first  and  second 
mortgages,  for  $65,969,904,  probably  not  over  $15,000,000  was  money 
actually  newly  invested  in  mortgage  loans.  I  have  debated  and  dis- 
cussed that  figure  with  the  members  of  the  executive  committee  and 
with  others,  and  with  title  people,  and  they  agree  with  me,  substan- 
tially, that  this  figure  is  approximately  right ;  that  probably  not  over 
$16,000,000  of  all  the  mortgage  filings  is  new  money  newly  invested 
in  mortgage  loans  in  the  Borough  of  Manhattan  in  those  first  six 
months. 

Mr.  Miller.  What  percentage  would  that  be  of  the  total  ? 

Mr.  Parish.  It  would  be  not  over  7  per  cent  of  the  total.  It  is 
$216,000,000,  in  round  figures,  and  about  7  per  cent  of  that  is  newly 
invested  money ;  and,  as  against  that,  of  course,  are  the  withdrawals 
from  the  market  of  this  $69,000,000  represented  in  satisfied  mort- 
gages, and  $29,000,000  represented  in  assigned  mortgages. 

Mr.  Miller!  Which  is  greatly  in  excess  of  the  amount  of  new 
money  ? 

Mr.  Parish.  Yes. 

Mr.  Miller.  How  many  times  in  excess  ? 

Mr.  Parish.  The  excess  of  withdrawals  is  about  $83,000,000. 

Mr.  Miller.  If  the  new  money  is  7  per  cent  of  the  whole,  the 
withdrawals  are  how  many  times  the  new  money? 
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Mr.  Parish.  Pretty  nearly  six  times — over  five  times ;  that  is,  the 
excess.  The  gross  amount  of  the  withdrawals  is  seven  times  the 
amount  of  the  net  investment. 

As  against  these  fifteen  millions  of  money  newly  invested  in  mort- 
gages, there  are  the  nearly  sixty-nine  millions  of  satisfied  mortgages 
representing  money  directly  and  wholly  withdrawn  from  investment, 
and  indieatmg  a  net  withdrawal  from  the  real  property  field  of  basic 
capital  approximately  $54,000,000  in  a  period  of  half  a  year,  in  the 
borough  of  Manhattan  alone.  If  to  this  be  added  the  nearly  twenty- 
nine  millions  of  mortgages  refunded  through  savings  banks  and  life 
insurance  companies,  the  aggregate  of  withdrawals  from  mortgage 
investments  in  Manhattan  real  property  in  the  first  half  of  this  year 
amounts  to  approximately  $83,000,000  net. 

Nowhere  in  the  history  of  the  city  can  there  be  found  a  parallel 
for  such  a  drainage  of  basic  capital  from  any  field  of  investment.  It 
indicates  a  rate  of  withdrawal  of  money  from  investment  in  mort- 
gages  in  Manhattan  alone  of  over  $165,000,000  per  year. 

An  explanation  of  this  unprecedented  course  of  investment  money 
will  be  sought  in  vain  outside  the  operation  of  the  income  tax  laws, 
Federal  and  State.  And  this  movement  in  and  of  itself  supplies  the 
most  complete  and  sufficient  explanation  of  the  Nation-wide  shortage 
In  housings.  While  it  continues  there  can  be  no  increase  in  the  sup- 
ply of  housiUjgs.  And  it  will  inevitably  continue  its  stranglehold  on 
the  building  industry  until  the  incidence  of  the  income  tax  is  raised 
from  mortgage  income  and  shifted  to  another  point. 

This  income  tax  is  fundamentally  uneconomic.  It  is  an  obstruc- 
tion to  the  foremost  of  the  industries,  the  great  building  industry, 
with  all  its  ramifications,  and  discourages  the  people  from  investing 
in  it.  This  may  not  have  been  foreseen  when  the  law  was  enacted, 
but  the  experience  of  the  last  three  years,  with  the  cessation  of  hous- 
ing construction  and  the  prostration  of  the  mortgage  market,  has 
am)rded  a  demonstration  of  the  fact  of  which  there  can  be  no 
question. 

The  Chairm'an.  Now,  Mr.  Parish,  from  3'our  knowledge  of  the  sit- 
uation is  there  any  mortgage  money  in  the  market  to-day  except  what 
the  insurance  companies  and  savings  banks  have  i 

Mr.  Parish.  There  is  not.  I  have  myself  been  trying  to  get  a 
building  loan  <or  nearly  11  months;  11  months  ago  it  was  promised 
to  me  by  a  title  and  guaranty  company  as  soon  as  they  could  get  the 
money  lor  it,  but  they  have  not  gotten  it  yet,  and  the  operation  is  sus- 
pended on  that  account.  It  is  an  operation  running  into  half  a  mil- 
lion dollars. 

The  Chairman.  And  you  see  no  relief  in  sight  ? 

Mr.  Parish.  No  relief  in  sight;  no.  The  only  prospect  is  that 
there  may  be  relief  when  these  income  taxes  are  lifted  from  mortgages. 

The  Chairman.  Do  you  think  if  the  State  exempts  the  profits  on 
mortgages  from  income  taxes  that  will  help  any? 

Mr.  Parish.  It  will  help  some;  it  will  help  in  the  influence  that  it 
would  probably  have  upon  Congress;  but  we  must  have  the  Federal 
exemption  in  order  to  produce  any  practical  results,  so  far  as  relief 
of  t\xe  mortgage  market  is  concerned. 

The  Chairman.  Has  your  attention  been  called  to  the  suggestion 
mad?  by  Mr.  Otto  Kahn  before  this  committee  ? 

301.^1— 21— vol.  1- 27 
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Mr.  Parish.  Yes;  and  I  was  very  sorry  to  see  that  he  was  repre- 
sented in  the  Times  as  being  unqualifiedly  in  opposition  or  opposed 
to  any  increase  of  mortgage  exemptions.  I  recall  that  in  your  cross- 
examination  of  Mr.  Kahn  he  admitted  that  an  exemption  such  as 
was  contemplated  in  the  Calder-Siegel  bill  would  be  unobjectionable : 
to  use  his  own  language,  his  "objection  would  fall  to  the  ground 
before  an  exemption  of  that  kind." 

The  Chairman.  On  the  theory  that  there  was  a  great  emergency  ? 

Mr.  Parish.  Yes;  and  he  admitted  that  there  was  a  great  emer- 
gency, and,  of  course,  we  all  know  that  there  is  a  great  emergency. 
Senator,  I  would  like  to  say  this,  too,  that  the  emergency  is  so  great, 
it  is  so  universal  throughout  the  country  that  it  would  seem  to  us  as 
if  it  were  worthy  of  the  consideration  of  Congress  to  pass  the  Calder- 
Siegel  bill  as  an  emergency  measure  as  soon  as  possible  after  the 
reconvening  of  Congress,  and  not  require  the  building  industry  and 
the  people  who  need  the  product  of  the  building  industry  to  wait 
for  the  slower  processes  or  a  complete  revision  of  the  revenue  laws. 
We  hope  that  your  committee  will  recommend  and  will  urge  the  en- 
actment of  the  Calder-Siegel  measure  for  the  immediate  relief  that 
it  will  afford  to  the  mortgage  market,  and,  through  the  mortgage 
market,  to  the  building  industry,  because,  as  you  very  well  know, 
the  builders  can  not  proceed  unless  they  can  get  the  conventional, 
customary  accommodatioiy?  f  roin  the  mortgage  lenders.  They  will 
not  proceed. 

The  Chairman.  Mr.  Kahn  proposed  that  we  repeal  the  excess 
profits  tax,  and  modify  the  income  tax  laws.  He  thought,  as  you  will 
recall,  that  if  we  do  not 

Mr.  Parish  (interposing).  The  Advisory  Council  of  Eeal  Estate 
interests,  so  far  as  they  have  considered  that  proposition,  are  in  favor 
of  it.  It  has  not  come  formally  before  them,  but  upon  informal  con- 
sideration, they  are  verv  strongly  in  favor  of  such  repeal.  There  is 
no  opposition  to  it ;  in  fact,  they  are  almost  unanimously  in  favor  of 
the  repeal  of  the  excess  profits  tax,  and  a  very  important  modifica- 
tion of  the  surtaxes.  As  a  substitute  for  this,  they  are  strongly  in- 
clined toward  the  application  of  a  sales  tax ;  but  as  matter  of  par- 
liamentary tactics,  we  are  afraid  that  Congress  will  take  up  so  much 
time  in  considering  that  whole  program,  that  we  will  fail  of  relief 
in  the  building  industry  for  another  year,  and  another  building  sea- 
son; and^  therefore,  we  urge  the  earliest  possible  enactment  of  the 
Calder-Siegel.  bill. 

The  Chairman,  We  thank  you,  Mr.  Parish.  We  are  very  glad  to 
have  had  you  come  here. 

Mr.  Parish.  I  thank  you,  sir. 

STATEMENT  OF  MB.  ETJOENE  MEYEB,  J£.,  SEVEN  SPEINGS  FABM, 

MOTTNT  EfSCO,  N.  Y. 

The  Chairman.  Mr.  Meyer,  what  is  your  business,  please? 

Mr.  Meter.  I  just  finished  my  Government  service,  in  the  War 
Finance  Corporation  on  June  1,  and  have  been  resting  in  the  country 
since  then. 

The  Chairman.  I  believe  you  were  chairman  of  the  board  of  direc- 
tors of  that  corporation  ? 
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Mr.  Meyer.  Managing  director  was  my  title. 

The  Chairman.  Will  you,  just  in  a  word  or  two,  tell  us  what  the 
War  Finance  Corporation  was? 

Mr.  Meyer.  The  War  Finance  Corporation  was  organized  in  ac- 
cordance with  an  act  of  Congress  in  May,  1918,  for  the  purpose  of  ex- 
tending financial  assistance  to  industries  necessary  and  essential  to 
the  conduct  of  the  war,  to  banks,  bankers  and  trust  companies  that 
financed  such  industries,  and  also  to  lend  funds,  in  case  of  need^  to 
savings  banks,  should  the  extraordinarily  heavy  financial  recjuire- 
ments  of  the  Government  during  the  war  create  any  difficulty  in  the 
saving  bank  situation  through  the  withdrawal  of  funds  lor  sub- 
scriptions to  United  States  Government  bonds  and  War  Savings 
stamps. 

We  had  very  few  applications  from  savings  banks,  because  it  was 
found  that  the  savings  were  not  withdrawn  to  any  great  extent. 

The  Chairman.  And  that  despite  the  heavy  drain  on  the  banks  for 
the  purchase  of  Liberty  bonds  and  thrift  stamps,  and  so  forth? 

Mr.  Meyer.  Yes,  sir;  and,  of  course.  Senator,  as  a  member  of  the 
board  of  the  War  Finance  Corporation,  many  of  the  problems  which 
your  committee  is  investigating  were  more  or  less  frequently  called 
to  my  attention  in  Washington  during  the  war  and  since  the  armistice. 

I  think  we  even  had  occasion  sometimes  to  confer  on  some  of  the 
venr  problems  you  are  now  investi^ting. 

The  Chairman.  1  recall  several  instances,  Mr.  Meyer. 

Mr.  Meyer.  Yes. 

The  Chairman.  And  that  is  the  reason  why  I  approached  you  sev- 
eral weeks  ago  and  invited  you  to  come  here  and  give  us  your  views 
on  these  important  questions  that  are  occupying  the  attention  of  the 
public  at  this  time.  1  knew  from  your  experience  in  the  Government 
service  on  that  important  board  that  you  had  made  some  study  of 
them,  and  I  was  hopeful  that  perhaps  you  might  help  us  somewhat 
in  the  matter,  and  I  am  very  glad  you  found  it  convenient  to  come. 

Mr.  Meyer.  When  I  found  you  were  devoting  your  vacation  time 
to  the  attempt  to  solve  some  of  the  problems  of  the  Government,  with 
which  you  were  struggling  all  through  the  sessions,  I  was  glad  to 
give  up  some  of  my  vacation  time  to  the  consideration  of  the  subject 
of  your  investigations  when  you  invited  me  to  do  so. 

The  Chairman.  We  thank  you,  Mr.  Meyer. 

Mr.  Meyer,  I  think  we  have  reason  for  pride  in  the  fact  that  our 
Senator  from  New  York  gives  himself  as  wholeheartedly,  as  you  do, 
to  the  serious  problems  that  now  confront  the  country. 

Tlie  Chairman.  Thank  you. 

Mr.  Meyer.  However,  Senator,  I  think  that  even  if  you  had  not 
brought  the  matter  to  my  attention,  I  could  not  help  thinking  about 
these  problems.  Fundamentally  they  are  the  same  that  have  been 
confronting  us  for  three  years.  I  was  interested  in  the  wording  of 
your  resolution,  because  while  in  part  it  directs  special  attention  to 
the  building  and  transportation  situation  as  affecting  housing  and 
manufacturing  establishments,  and  the  construction  necessary  for  the 
development  of  the  Nation's  resources,  it  recognizes  also  that  capital 
and  labor  and  materials  have  been  diverted  on  a  large  scale  from 
what  we  have  been  accustomed  in  the  past  to  consider  their  normal 
uses.    During  the  war  we  all  recognized  that  many  of  the  things  that 
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we  now  consider  essential,  and  always  did  consider  essential  in  peace 
times,  for  purposes  of  war  had  to  be  displaced  and  regarded  as  less 
essential  than  the  business  directly  related  to  our  military  purposes. 
The  diversion  of  labor  and  material  and  capital  was  entirely  in  the 
direction  of  war  activities.  Needed  housing  facilities  were  displaced, 
and  the  labor  and  material  and  capital  used  to  furnish  munitions  and 
supplies  for  our  Army  and  Navy,  and  for  the  armies  and  navies  of 
those  associated  with  us  in  the  war.  Other  shortages  which  now 
make  themselves  apparent  were  created.  At  the  time  of  the  armistice 
a  very  large  proportion  of  the  total  production  facilities  of  the  coun- 
ttr  was  engaged  on  war  business.  The  armistice  came  in  the  middle 
of  November,  just  as  the  winter  season  began,  and  as  contracts  were 
canceled  both  by  the  European  nations  and  by  our  own  Army  and 
Navy  it  was  not  possible  to  turn  immediately  from  war  business  to 
the  business  that  is  necessary  for  peace.  Construction  work  in  most 
parts  of  the  country  could  not  have  been  resumed  at  that  season  of 
the  year,  even  if  there  had  been  a  disposition  to  do  so  and  a  realiza- 
tion of  the  necessity  for  it.  Steel  mills  were  running  at  perhaps  60 
per  cent  of  their  c  apacity  in  the  spring  of  1919.  Labor  to  a  very  con- 
siderable extent  was  unemployed.  Buildings  might  have  been  erected 
then  that  are  needed  now,  but  construction  was  not  undertaken 
because  the  outlook  was  so  unclear  and  conditions  were  so  disorgan- 
ized. 

As  the  spring  wont  on  it  became  apparent  that  prices  were  not  go- 
inff  back  to  the  pre-war  level.  Consumption  proceeded  on  a  large 
scale  and  shortn^Lres  in  jnroods  began  to  develop.  People  w^ho  had  hesi- 
tated to  buy,  who  Iv.ul  hesitated  to  proceed  with  their  enterprises,  and 
who  had  delaved  in  placing  contracts  for  building,  awoke  suddenly 
to  the  unfilled  needs  and  all  at  once  everybody  together  started  in  to 
buy  and  to  ^uild.  That  created  the  biggest  buying  stampede  ever 
seen  in  the  history  of  the  world  in  peace  times.  This  began  in  June, 
1919,  and  lasted  all  through  the  fall  and  pretty  well  into  the  spring 
of  1920. 

Rising  prices,  scarcity  of  labor  and  material,  and  an  expanding  de- 
jnand  for  capital  characterized  the  period.  In  that  competition  th€ 
price  of  capital  advanced  as  well  as  the  prices  of  materials  and  the 
cost  of  labor.  The  building  business  has  to  be  regarded  from  a  long- 
time point  of  view,  and  the  cost  of  a  building  has  to  be  thought  of 
in  terms  of  a  rental  return  over  a  long  period.  In  such  a  period  of 
excited  buying,  of  rapid  price  rises,  and  of  scarcity  of  labor,  capital 
naturally  was  diverted  to  the  more  speculative  enterprises — ^to  the 
luxuries  and  the  nonessentials,  as  we  call  them,  because  they  have  less 
relation  to  permanent  economic  conditions.  This  has  brought  home 
to  you  and  to  all  of  us  the  fact  that  with  any  widespread  credit  strain, 
building  is  checked.  Building  activity  which  may  have  been  gen- 
erated in  a  period  of  easier  capital  conditions  or  easier  conditions  with 
regard  to  labor  and  material  culminates  in  a  period  of  excited  com- 
petition for  capital,  labor,  and  material,  and  history  proves  that  this 
is  always  true.  Therefore,  the  industry  has  suffered  actually  and 
relatively  from  the  general  strain  of  an  overextended  credit  struc- 
ture. I  think  your  problem  in  this  way  touches  the  fundamentals 
of  the  w^hole  financial  and  economic  situation,  and,  as  I  said  before, 
you  recognize  this  in  your  resolution. 
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Vour  building  problem  is  only  one  part  of  a  condition  in  whicli 
the  whole  financial  situation  is  the  determining  factor.  Pei^onally, 
I  do  not  believe  so  much  in  temporizing  remedies  that  might  be  ap- 
plied to  a  situation  of  this  kind  as  I  do  in  permanent  and  funda- 
mental measures  designed  to  ameliorate  the  difficulties  which  hamper 
the  building  industry  and  the  construction  industry,  as  well  as  all 
other  essential  industries.  And  so,  when  you  asked  me  to  consider  the 
problem,  I  chose  to  consider  it  principally  from  the  broader  economic 
and  financial  point  of  view,  and  to  see  if  I  could  bring  to  you  some 
concrete  recommendations  which  might  attack  the  evil  at  its  source, 
and  by  applying  measures  designed  to  cure  the  difficulties  produce  u 
result  which  would  be  beneficial  to  your  particular  problems  as  well 
as  to  others. 

It  is  a  commonplace  saying,  but  none  the  less  true,  that  we  can  not 
pi-oduce  new  capital  except  from  our  savings — from  our  surplus  pro- 
duction of  material  wealth  over  our  consumption  of  material  wealth. 
If  buildings  are  to  be  constructed,  they  must  be  constructed  out  of  the 
savings  of  the  time.  We  have  been  trying  to  do  too  much  at  once. 
Credit  can  only  be  called  upon  to  act  as  the  machinery  to  transfer 
capital  and  savings  from  one  part  of  the  country  to  another,  or  from 
one  industry  to  otners.  Capital  representing  savings  has  been  scarce 
and  inadequate  for  all  of  the  purposes  for  which  it  has  been  in  de- 
mand. Not  only  have  we  had  to  endeavor  to  meet  all  of  the  current 
and  postponed  requirements  of  our  own  country,  but  owing  to  the 
devastation  in  Europe,  with  many  of  the  countries  of  the  world  call- 
ing upon  America  as  the  source  of  supply  for  all  materials,  and  also 
for  capital  to  finance  their  depleted,  war-worn  industries,  we  have 
endeavored,  somewhat  unscientifically,  to  do  all  of  these  things  at 
once. 

The  result  is  the  banking  strain  about  w^hich  we  have  all  heard  so 
much  during  the  past  few  months.  Nevertheless,  at  the  present  time 
there  are  certain  signs  of  an  abatement  of  the  feverish  activities,  and 
a  number  of  the  commodities  that  had  the  most  spectacular  rises,  or 
were  most  speculatively  dealt  in,  have  declinecl,  and  declined  so 
radically  as  to  show  that  something  fundamental  is  causing  the  re- 
cession of  the  tide  that  swept  onward  and  upAvard  in  the  fall  of  1919 
and  in  the  spring  of  this  year.  For  instance,  silk,  which  was  bought 
in  huge  quantities  at  high  prices,  has  declined  very  radically ;  and  a 
number  of  other  commodities — leather,  coffee,  tea,  wool,  woolen 
goods,  cotton,  and  cotton  goods.  I  understand  from  the  papers  that 
building  materials,  which  rose  greatly,  are  also  tending  downward 
in  price.  Labor,  which  was  so  greatly  lacking,  is  not  quite  so  scarce. 
There  are  certain  natural  economic  laws  which  are  operating  to 
remedy  the  situation  that  you  are  considering;  perhaps  not  with 
s^ufficient  rapidity  to  suit  all  of  us,  but  nevertheless,  they  are  at  work. 
But  the  big  problem  and  the  fundamental  question  is  how  to  get 
larger  savings  out  of  the  production  of  the  country.  These  must  be 
obtained,  if  at  all,  from  the  great  body  of  the  people.  People,  who 
were  formerly  great  savers,  are  now  obliged  to  nay  such  heavy  in- 
come taxes  for  the  expenses  of  Government  that  they  have  very  little 
left  for  investment. 

Therefore,  following  up  that  idea,  and  having  had  some  experience 
in  considering  this  problem  as  a  mem])er  of  the  war-savings  organiza- 
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tion  in  Washington,  i  have  been  trying  to  find  a  way  in  which  we 
could  get  a  huge  amount  of  savings  in  the  aggregate,  but  from  a  very 
great  number  of  people,  and  in  smaller  individual  amounts.  Great 
numbers  of  our  population  bought  Liberty  bonds  during  the  war; 
great  numbers  bought  war-savings  stamps;  but  that  was  done  as  a 
patriotic  act ;  they  had  never  been  accustomed  to  doing  it  before  the 
war,  and  they  are  not  in  the  habit  of  doing  it  now. 

To  state  my  conclusion  so  that  you  may  Know  what  is  in  my  mind, 
the  thing  that  seems  best  to  me,  is  to  collect  a  large  amount  of  sav- 
ings from  the  great  mass  of  the  people  by  extension  and  expansion 
of  the  Postal  Savings  System  of  the  United  States  Government.  The 
stock  and  mutual  savinjirs  banks  of  this  country  have  a  total,  roughly, 
of  eleven  and  a  half  million  depositors.  The  number  of  depositors 
in  the  Postal  Savings  System  is  565,500.  While  these  totals  seem 
large,  and  while  the  total  savings  represented  are  about  six  thousand 
million  dollars,  the  figures,  in  my  opinion,  are  really  small  in  propor- 
tion to  the  possibilities.  The  figures  which  I  have  here,  published  by 
the  Department  of  Commerce — the  Statistical  abstract — indicate 
that  in  all  countries  where  there  are  well  developed  postal  savings 
banks,  there  are  a  great  number  of  savings-bank  depositors.  There- 
fore, I  think  it  is  fair  to  assume  that  if  we  had  a  well  developed 
Postal  Savings  System  here,  w^e  would  have  a  verj^  much  larger  num- 
ber of  depositors,  although  our  average  deposit,  which  is  the  largest 
of  any  oi  the  important  countries  in  the  world,  might  be  lower  than 
it  now  is.  The  aggregate  amount,  however,  would  be  very  much 
larger,  in  my  opinion.  Countries  like  the  United  Kingdom  have 
out  of  a  population  of  42,279,000,  savings-deposit  accounts  of  17,- 
260,000 — about  40  per  cent  of  the  population.  Norway,  Denmark, 
Belgium,  Holland,  and  Switzerland  all  show  about  the  same  figures. 
Switzerland,  having  8,880,000  population,  has  over  2,000,000  savings- 
bank  de[)()sit()rs — more  than  half— over  50  per  cent  of  the  total 
population,  men,  women,  and  children  have  a  savings-deposit  account. 

The  foreign  countries  mentioned,  with  a  total  population  of 
181,357,000  had  savings  depositors  to  a  total  number  oi  77,000,000. 
Over  42  per  cent  of  the  population  were  savings-bank  depositors  as 
against  aoout  11  per  cent  in  the  United  States.  And  in  the  United 
^ates  less  than  one-half  of  1  per  cent  of  the  people  have  Government 
savings  deposits.  A  very  large  population  in  this  country,  native 
and  foreign  born — particularly  foreign  bom — ^trust  the  United 
States  Government,  and  do  not  trust  ordinary  banks  or  savings  insti- 
tutions. 

There  are,  roughly,  6,300  postal  savings  banks  in  the  United  States 
now.  There  are  54,000  post  offices,  branches,  and  substations.  I  see 
no  reason  why  every  one  of  these  post  offices,  branches,  and  substa- 
tions should  not  become  a  savings  bank  for  the  mass  of  the  people. 
What  lias  retarded  the  development  of  the  system  in  this  country 
more  than  anything  else,  is  the  fact  that  the  law  only  allows  2  per 
cent  on  deposits,  and  there  is  no  inducement  for  depositing  at  2  per 
cent  per  annum.    It  attracts  no  one;  it  does  not  inspire  a  spirit  of 

thrift. 

The  Chairman.  Do  you  not  think  that  rate  was  fixed,  Mr.  Mever, 
so  that  the  deposits  would  not  be  attracted  from  the  savings  banks  ? 

Mr.  Meyer.  Yes ;  I  think  perhaps  there  was  fear  on  the  part  of  the 
savings  banks  that  if  the  United  States  Government  established 
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postal  saving  banks,  heavy  withdrawals  from  stock  and  mutual  sav- 
ings institutions  might  ensue.  Other  provisions  of  the  original  law, 
some  of  which  have  oeen  changed  in  the  meantime,  indicate  the  same 
thing.  For  instance,  original^  not  more  than  $100  a  week  could  be 
deposited  by  any  one  individual.  So  little  need  was  found  for  the 
rule  that  the  r^riction  was  removed.  Originally  the  total  maxi- 
mum deposit  was  limited  to  $500.  This  was  subsequently  raised  to 
$2^00. 

The  experience  of  the  war  has  demonstrated  certain  results.  Dur- 
ing that  period,  in  the  name  of  patriotism,  every  citizen  was  called 
upon  to  helj)  the  Government  by  subscribing  to  Government  bonds 
and  war-savings  stamps.  On  behalf  of  the  Nation's  safety  a  most 
intensive  campaign  was  carried  out  successfully  with  the  widest 
publicity.  The  banks  and  bankers  of  the  coimtry  generally  co- 
operated most  patriotically,  loyally,  and  successfully,  and  we  raised 
in  1917, 1918,  and  1919  over  $25,000,000,000  for  the  financing  of  the  re- 
quirements of  the  United  States  Government,  and  yet,  Mr.  Chairnian, 
the  deposits  in  the  savings  banks  did  not  suffer  during  this  period. 
So  while  the  low  rate  was  fixed,  as  you  suggest,  so  as  not  to  disturb 
the  deposits  of  the  savings  banks,  it  is  fair  to  assume  that  the  savings 
banks  are  not  warranted  in  entertaining  the  same  apprehensions  now, 
in  the  light  of  our  experience  of  the  past  three  years. 

The  Chaibman.  Mr.  Meyer,  have  you  any  fijgures  indicating  the 
total  subscriptions  to  Liberty  loan  issues  by  savings  banks? 

Mr.  Meter.  I  have  not. 

The  Chairman.  Would  you  make  an  estimate? 

Mr.  Meter.  No  ;  I  do  not  believe  I  could.  All  during  the  war  they 
subscribed  to  all  they  could,  and  I  know  that  since  the  decline  in 
Government  securities,  the  savings  banks  and  life  insurance  com- 
panies  have  been  very  large  investors  in  Government  securities.  It 
took  almost  all  of  last  year  for  some  of  -the  institutions  that  had 
subscribed  for  the  various  Liberty  loans  and  for  the  Victory  loan  in 
May,  1919,  to  accumulate  enough*^  revenue  to  pay  off  the  entire  pur- 
chase price;  and  this  spring  I  know  that  having  done  that,  they 
have  continued  to  be  very  large  buyers  of  Government  securities. 
I  mentioned  to  you  when  I  began  to  speak  that  the  War  Finance  Cor- 
poration had  authority  to  lend  a  part  of  its  enormous  resources,  if 
needed,  to  savings  banks. 

This  authority  was  granted  upon  the  idea  that  there  might  be 
withdrawals  by  depositors  for  the  purpose  of  subscribing  to  Gov- 
ernment loans ;  but,  as  I  told  you,  we  loaned  only  nominal  amounts 
to  savings  banks.  In  fact,  we  never  had  applications  for  any  con- 
siderable amounts,  and  as  far  as  I  know  there  were  absolutely  none 
which  were  attributed  to  withdrawals  of  deposits.  I  never  heard  of 
important  withdrawals  from  savings  banks.  Nevertheless,  in  con- 
nection with  the  suggestion  that  I  am  making,  if  there  were  to  de- 
velop any  well-grounded  reason  for  fearing  that  the  rapid  extension 
of  the  Government  Postal  Savings  System  would  result  in  with- 
drawals, I  see  no  reason  why  such  a  contingency  should  not  be  pro- 
vided for.  This  could  be  done  and  at  the  same  time  all  the  other 
objects,  which  I  believe  could  be  attained  under  this  proposal,  could 
also  be  accomplished. 

My  opinion  is  that  we  could  raise  a  very  large  aggregate  amount 
witlnn  a  year.    That  is  only  an  opinion,  and  a  great  deal  would  de- 
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pend  upon  how  the  plan  was  administered.  The  statement  might  be 
challenged,  but  I  thmk  that  if  undertaken  in  the  right  way,  with  the 
proper  organization,  and  with  proper  administrative  methods,  we 
could  raise  in  the  Postal  Savings  System,  for  the  use  of  the  Govern- 
ment and  to  the  great  benefit  or  the  general  situation,  enough  to  pay 
off  the  entire  floating  debt  of  the  United  States  Government,  amount- 
ing to  something  near  $2,500,000,000. 
If  we  did  that,  it  would  have  extremely  important  results  on  the 

Eroblem  that  you  have  in  mind  and  on  the  whole  financial  situation, 
Bcause  it  is  the  constant  borrowinjj  by  the  United  States  from  the 
banks,  very  largely,  that  is  absorbing  our  liquid  capital.  The  rate 
on  those  certificates  has  advanced  to  6  per  cent,  and  therefore  all 
interest  rates  start  from  6  per  cent,  because  6  per  cent  is  the  rate 
paid  by  the  very  best  borrower,  our  own  Government,  and  for  a 
period  of  onlv  one  year.  No  other  borrower's  credit  can  compete 
with  that  of  the  United  States  in  the  United  States. 

The  Chairman.  They  are  tax  exempt,  too,  are  they  not? 

Mr.  Meter.  They  have  tax  exemption  to  the  extent  of  the  normal 
tax,  but  they  have,  in  addition,  another  feature  that  makes  them 
extremely  attractive  and  to  be  preferred  to  many  other  forms  of 
investment  for  certain  purposes.  They  are  counted,  when  held  by 
large  corporations,  as  invested  capital,  and  the  corporations  are  en- 
titled to  an  8  per  cent  return  on  them  before  any  excess-profits  taxes 
begin  to  accrue.  This  gives  them  a  special  and  exceptional  value, 
which  is  also  shared  by  Victory  notes  and  Liberty  bonds. 

Now,  if  we  were  able  to  develop  a  postal  savings  system  which 
would  attract,  say,  even  if  not  all  of  the  amount  1  have  named,  a 
considerable  part  of  it,  we  would  get  the  money  at  a  very  much  lower 
rate  than  the  Government  is  now  paying.  I  think  it  is  fair  to  say 
that  the  certificates  on  which  the  Government  pays  on  their  face  6 
per  cent  cost  not  less  than  6^  per  cent  when  you  consider  the  normal 
tax  exemption,  the  8  per  cent  allowance  on  invested  capital,  and 
the  deposit  of  the  proceeds  of  the  issues  in  banks  at  lower  rates  than 
the  Government  pays.  I  think  tliat  the  Treasury  certificates  could  be 
retired  out  of  the  savings  of  the  great  mass  of  the  people,  in  small 
amounts  per  individual^  but  great  in  total.  This  operation  would 
not  only  save  interest  but  would  relieve  the  Federal  Reserve  System 
of  the  present  need  for  rediscounting  about  $350,000,000,  and  it  would 
increase  automatically  the  Federal  reserve  banks'  reserves.  Further- 
more, if  the  certificates  could  be  withdrawn  through  the  substitu- 
tion of  postal  savings,  the  present  holders  would  be  compelled  to  a 
great  extent  to  come  into  the  market  for  Victory  notes  and  Liberty 
bonds.  In  my  opinion  this  purchasing  would  advance,  the  prices 
from  5  to  10  per  cent  within  a  year.  So  that  while  we  are  discussing 
building  construction,  bear  in  mind  that  an  advance  of  10  per  cent, 
or  even  5  per  cent,  in  the  price  of  Liberty  bonds  would  tend  to 
remove  the  competition  of  Government  loans  at  the  level  of  their 
present  high  yield  with  capital  which  is  required  in  housing  and 
construction. 

Furthermore,  the  rise  in  prices  of  Liberty  bonds  and  the  demand 
from  cash  investors  for  them,  if  it  could  be  brought  about  uDon  tlu» 
solid  basis  of  savings,  would  relieve  the  banks  that  are  lending 
large  amounts  of  money  on  Liberty  bonds,  as  well  as  on  certificates 
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of  indebtedness  of  the  Treasury,  so  you  would  produce  a  very  <;feu- 
eral  and  healthy  absorption  of  the  (lovernment's  securities  in  the 
hands  of  the  cash  investor;  and  that,  of  course,  must  come  to  pass 
before  there  will  be  any  important  permanent  improvement  in  the 
general  financial  situation.  Such  are  the  first  direct  results  that  I 
anticipate  from  the  proposal.  I  speak  of  the  first  year,  but  there  is 
the  second  and  the  third  vear  and  all  the  following  vears.  Witli 
successful  administration  and  whole-hearted  suppoit  of  the  plan,  1 
foresee  the  ability  to  pay  off  the  Victorv  loan.  nmountin<r  to  over 
$4,00(),0(X),(KK).  upon  maturity  in  May,  1923.  That  is,  we  should  be 
financing  two  and  a  half  billions  of  dollars  of  Treasury  certificates 
and  about  four  billions  of  Victorj'  loan  notes.  It  would  bp  a  little 
under  four  billion;  probably  the  sinkinor  fund  would  have  reduced 
the  amount  by  that  time — by  1923 — and  our  Liberty  bonds  should 
be  worth  very  close  to  par. "  The  anticipation  of  these  results  and 
the  knowledge  of  what  may  happen  and  is  in  the  course  of  hap- 
pening would  favorably  affect  the  sentiment  of  the  countrj,  and 
sentiment  has  a  great  deal  to  do  with  fixing  the  price  of  capital. 

We  have  all  been  looking  for  ways  of  stmiulatmg  savings,  recog- 
nizing that  savings  are  necessary  to  the  situation,  and  here  is  an 
agency  already  in  existence  which  could  be  expanded  with  relatively 
little  additional  expense  involved.  You  would  have  to  consult  the 
Post  Office  Department  to  find  out  what  the  development  of  the 
Postal  Savings  System  on  a  large  scale  would  involve,  but  you  would 
find  it  would  be  an  infinitesimal  part  of  the  cost  of  financing  the 
Nation  which  is  now  laid  as  a  burden  upon  the  people. 

Furthermore,  this  proposal  would  also  have  a  vast  and  favorable 
indirect  result:  I  thmk  there  are  anywhere  from  $100,000,000  to 
$20(),000,(X)()  annually  going  into  the  hands  of  get-rich-quick 
swindlers. 

With  the  spirit  of  thrift  that  w^ould  be  inculcated  by  having  the 
Postal  Savings  idea  brought  home  to  every  man,  woman,  and  child 
in  the  country,  I  think  we  could  change  the  psychology  of  spending 
into  the  psychology  of  saving,  and  I  think  that  $500,000,000  a  year  is 
a  low  estimate  oi  the  potential  increase  in  savings. 

The  Chairman.  What  are  the  deposits  in  the  Postal  Savings  bank 
now,  do  you  know? 

Mr.  Meyer.  The  report  for  June  30,  1919,  shows  the  insignificant 
total  of  $167,000,000. 

The  Chairman.  1919? 

Mr.  Mkyer.  That  was  of  June  30,  1919. 

The  Chairman.  You  have  not  the  figures  for  1920  yet? 

Mr.  Meyer.  No.  The  report  of  the  Postmaster  General  is  not  yet 
published.  Xo  doubt  the  figures  can  be  obtained  from  the  Postmaster 
General. 

The  Chairman.  I  see. 

Mr.  Meyer.  $167,323,260,  to  be  exact,  on  July  1,  1919. 

The  Chairman.  Mr.  Meyer,  the  Government  now  pays  2  per  cent 
on  those  deposits,  does  it  not? 

Mr.  Meyer.  Yes,  sir. 

The  Chairman.  And  they  are  reckoned  everA^  six  months,  or  every 
year? 

Mr.  Meyer.  Interest  is  paid  only  on  depovsits  of  a  year  or  more,  aiul 
no  interest  is  paid  for  any  part  of  a  year.    The  average  deposit  i? 
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$295  in  the  Postal  SaA'in«:s  System,  and  the  average  is  $51(5  tn  the 
stock  and  mutual  savings  banks. 

The  Chairman.  Your  theory  is  that  by  increasing  the  rate  of 
interest 

Mr.  Meter  (mterposing).  Yes;  I  have  said  4  per  cent,  but  that 
should  be  subject  to  inv^igation  and  consideration.  I  have  been 
spending  most  of  my  time  this  summer  on  the  farm,  Senator,  and  I 
can  not  say  that  I  am  absolutely  decided  that  4  per  cent  is  the  magic 
rate  to  produce  that  result  and  conserve  the  situation  generally,  but  it 
appeals  to  me  as  being  an  appropriate  rate  for  a  Government  savings 
depositor. 

The  Chairman.  And  then  you  would  increase,  of  course,  the 
amount  that  any  one  person  could  deposit? 

Mr.  Meyer.  That  amount  has  been  increased  first  from  $500  to  a 
thousand  dollars,  and  it  has  been  since  increased  to  $2,500.  Savings 
banks  in  New  York  State,  I  think^  have  increased  the  limit  up  to 
$5^000  for  any  one  individual  depositor. 

I  have  ffiven  you  only  a  few  of  the  important  primary  results.  An 
incidental  result,  but  a  very  important  one — and  on  this  point  I  know 
that  any  figures  given  can  only  be  an  estimate — is  the  bringing  out 
of  hoarded  coin  and  currency,  for  I  believe  from  what  I  have  heard 
of  the  cash  hoardings  of  people  of  small  means,  which  were  brought 
out  during  the  war  to  pay  lor  Liberty  bonds,  that  you  may  safely 
count  on  ^50,000,000  of  hoarded  coin  and  currency  tJeing  withdrawn 
from  stockingis,  where  it  is  now  reposing,  and  being  added  to  the  cur- 
rency and  banking  facilities  of  the  country.  In  other  words,  Senator, 
I  thmk  the  direct  financial  saving  would  amount  probably  to  a  thou- 
sand million  dollars  a  year  to  the  people  and  to  the  Government  of 
the  United  States.  If  I  am  ri^ht  in  my  idea,  and  if  the  idea  can  be 
carried  out  successfullvj  the  mdirect  results  would  be  the  general 
reduction  in  the  rate  of  interest,  first  by  relieving  the  situation  from 
the  pressure  of  this  Government  financing  at  a  cost  of  6  per  cent  to 
6i  per  cent,  from  which  point  all  other  financing  starts  as  to  rate,  and 
secondly  by  bringing  in  the  savings  of  small  people,  thus  furnishing 
additional  capitsS. 

There  is  another  financial  problem  with  which  I  have  had  a  good 
deal  to  do  in  the  War  Finance  Corporation.  You  were  most  helpful, 
Senator,  in  passing  the  amendment  by  which  we  were  authorized  to 
extend  loans  for  toreign  trade  to  a  total  amount  of  $1,000,000,000. 
We  did  not  lend  very  large  amounts — I  think  it  was  a  total  of 
$80,000,000,  when  the  Secretary  of  the  Treasury  requested  the  War 
Finance  Corporation  to  discontinue  advances  under  the  amended 
act.  At  this  time  when  our  minds  are  turned  so  generally,  as  they  are, 
toward  international  affairs  and  our  international  economic  position, 
a  restoration  to  a  sound  financial  condition,  which  can  only  be  pro- 
duced by  causing  our  savings  to  be  increased,  is  of  almost  critical  im- 
portance. You  read  about  loans  being  placed  by  f orei^  nations,  but 
they  are  paying  prices  for  capital  with  which  domestic  construction 
requirements  can  not  compete.  They  have  to  pay  any  price — ^thej 
have  to  pay  such  a  price  as  will  bring  it,  because  they  can  not  get  it 
anywhere  else;  and  the  foreign  Governments  that  owe  our  people 
money  on  maturing  indebtedness,  are  not  going  to  permit  a  default, 
no  matter  what  the  rate  of  interest  may  be.    Belgium  raised  money, 
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but  at  very  high  rates — rates  that  you  could  not  think  of  paying  for 
building — and  as  long  as  this  competition  for  an  inadequate  supply 
of  capital  continues,  you  will  have  the  prevailing  excessive  rates.  The 
cost  of  capital  can  only  be  brought  down  by  increasing  the  supply  of 
savings  in  the  country.  From  our  international  point  of  view  the 
financial  problem  is  of  the  greatest  importance  and  an  increase  in 
savings,  such  as  I  hope  may  iS  obtained  xrom  a  well-developed  Postal 
Savings  System,  would  favorably  influence  our  entire  future. 

Senator,  if  this  proposal  seems  interesting  and  worth  considering, 
1  think  it  would  be  well  for  your  committee  to  call  before  it  a  number 
of  people  who  may  be  qualified  to  testify  on  the  general  subject,  or 
on  particular  phases  of  it.  I  think  it  is  of  sufficient  importance  to  be 
investigated,  and  if  it  is  worth  investigating,  it  is  worth  investi- 
gating thoroughly.  If  it  seems  to  you  a  helpnil  plan,  you  should  be 
prepared  to  submit  a  bill  to  Congress  when  it  meets.  The  officials  of 
the  I^ost  Office  Department  should  be  consulted  on  administration,  the 
Treasury  Department  on  general  Government  fiscal  conditions,  and 
tile  Federal  Reserve  Board  on  the  banking  situation.  Naturally, 
savings-bank  officials  and  officials  of  other  financial  associations,  as 
wdl  as  bankers,  financiers,  and  economists  generally,  ought  to  be  able 
to  give  you  help.  In  addition  to  that,  I  think  vou  might  get  a  very 
valuable  sidelight  on  how  the  idea  would  meet  the  public  sentiment — 
what  sort  of  a  popular  response  it  would  meet — if  you  were  to  see 
some  of  the  representatives  of  industrial  labor  and  farm  organizations 
and  national  organizations  generally.   • 

A  new  organization  would  be  necessary  if  the  Postal  Savings  Sys- 
tem, which  is  now  under  the  Third  Assistant  Postmaster  deneral, 
were  extended.  If  it  ran  into  the  billions,  as  I  anticipate,  it  would  re- 
quire a  board,  of  which  I  think  the  Postmaster  General,  the  Secretary 
of  the  Treasury,  the  governor  of  the  Federal  Reserve  Board,  and  such 
other  public  officials  as  might  seem  wise  to  the  committee  should  be 
members.  One  thing  in  connection  with  this  plan,  of  which  I  am 
strongly  convinced,  is  that  if  it  is  to  be  made  a  success  it  must  be 
made  so  by  the  women  of  the  country,  because  the  women  control  the 
expenditures.  It  is  essentially  a  proposition  for  the  women  of  the 
country  to  make  it  effective,  it  it  can  be  made  effective,  and  I  believe 
it  can.  I  have  discussed  the  subject  with  some  of  the  prominent 
women — women  who  have  given  much  thought  to  national  prob- 
lems— and  I  have  been  very  much  pleased  with  their  attitude  on  the 
subject.  They  seem  to  realize  the  magnitude  of  the  proposition,  and 
to  receive  the  idea  very  favorably,  and  they  have  expressed  their  wil- 
lingness to  help. 

At  this  time  when  the  women  have  just  obtained  the  franchise,  I 
think  the  development  of  the  Postal  Savings  System  would  be  an 
ideal  activity  in  which  to  enlist  their  interest.  I  believe  they  would 
undertake  it ;  I  believe  they  would  succeed  in  obtaining  the  result  we 
hope  for.  I  have  in  min^  that  if  any  plan  is  adopted  along  these 
lines  the  women  should  be  consulted;  they  should  have  a  voice  in 
it  and  a  place  in  whatever  organization  may  be  necessary  to  handle 
it.  I  believe  that  they  would  be  just  as  capable  of  doing  it  as  the 
men  are. 

The  Chairmax.  Mr.  Meyer,  under  our  present  system  in  the  Postal 
Savings,  the  money  obtained  by  deposits  has  been,  in  turn,  deposited 
in  our  national  banks,  I  believe? 
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Mr.  Meyer.  The  funds,  for  the  most  part,  are  deposited  at  2^  per 
cent.  Simply  at  one-half  of  1  per  cent  above  the  rate  paid  by  the 
(xovernment. 

The  Chairman.  They  deposit  in  banks  connected  with  the  Federal 
Keserve  System^  at  a  rate  of  either  2^  or  2^  per  cent  ? 

Mr.  Meter.  It  is  2^  per  cent.  The  Postal  Saidngs  System  has  an 
investment  of  $25,000,000  in  United  States  Government  Libertv  loan 
bonds.  They  also  have  $5,000,000 — or  had  in  June,  1919 — in  United 
States  Postal  Savings  2^  per  cent  bonds.  A  depositor  having  reached 
the  limit  of  his  deposit  can  ask  for  a  tax  exempt  2^  per  cent  20-year 
bond,  which  has  been  done  on  a  very  small  scale — so  small  that  we 
do  not  need  even  to  think  about  it.  The  post-office  savings  depart- 
ment has  always  redeemed  theiQ  on  demand. 

The  Chairman.  The  law  will  have  to  be  changed,  of  course,  in 
connection  with  the  method  of  depositing? 

Mr.  Meyer.  I  think  that  under  present  conditions  there  would  be 
no  occasion  to  deposit  at  all,  and  tne  law  should  be  changed  so  that 
the  money  is  deposited  only  to  a  small  extent,  instead  of  65  per  cent 
being  deposited,  as  at  present.  There  are  many  interesting  details 
about  which  I  have  thought  a  good  deal,  but  which  I  have  not  come 
prepared  to  discuss  at  length.  It  would  be  better  to  wait  until  you 
have  reached  a  conclusion  on  the  general  idea.  I  thought  it  woula  be 
well  to  relieve  the  discussion  of  the  details  until  then.  The  Govern- 
ment has  outstanding  paper  on  a  6  per  cent  basis,  and  its  bonds  may 
be  bought  in  the  market  at  a  5^  to  6  per  cent  basis ;  whv  should  it  not 
invest  the  Postal  Savings  in  its  own  paper,  rather  than  to  deposit 
them  in  the  banks? 

The  Chairman.  At  2^  per  cent? 

Mr.  Meyer.  At  any  rate.  Of  course,  2 J  per  cent  is  not  approuriate 
under  present  conditions  at  all.  The  2  per  rent  rate  wns  nxea  at  a 
time  when  the  (jovernment  did  not  need  money  and  did  not  want 
money.  It  was  a  facilitv  provitled  during  the  administration  of  Mr. 
Taft.  when  Mr.  Frank  tititchcock  was  Postmaster  (leneral,  and  it  was 
regarded  as  a  measure  to  give  foreigners  a  chance  to  place  their  funds 
in  a  way  that  would  seem  safe,  but  not  in  a  way  that  would  make  it 
attractive  to  them:  it  was  merely  a  safe-deposit  proposition.  Xow, 
when  the  Government  wants  money,  when  more  than  ever  we  need  to 
stimulate  savings,  a  2  per  cent  rate  to  ilepositors  is  unfair,  and  there 
is  no  occasion  to  make  deposits  at  2^  per  cent  in  the  banks  when 
Treasury  paper  can  he  l>ought  at  6  per  cent. 

The  Chairman.  At  a  time  when  the  entire  financial  and  economic 
fabric  has  changed? 

Mr.  Meyer.  Exactly. 

The  Chairman.  Your  proposition  has  a  great  deal  of  merit  in  it 
and  commends  itself  to  me.     I  thank  you  for  bringing  it  to  us. 

Mr.  Meyer.  It  was  the  most  fundamental  recommendation  that  I 
could  make.  Senator,  and  if  it  finds  favor  with  your  committee  I 
shall  be  pleased. 

Mr.  Parish.  Mr.  Chairman,  I  was  just  wondering  if  I  might  be 
permitted  to  ask  Mr.  Meyer  a  question  or  two. 

The  Chairman.  Very  well,  if  Mr.  Meyer  is  agreeable  to  it. 

Mr.  Meyer.  Yes;  certainly. 

Mr.  Parish.  Having  reference  entirely  to  the  volume  of  mort- 
gages that  are  held  by  savings  banks,  I  was  a  little  bit  concerned  as 
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to  how  these  postal  savings  banks  would  compete  with  the  regular 
banks — ^whether  they  would  not  drive  them  out  of  business? 

Mr.  Meyer.  Tlie  history  of  the  war,  as  I  stated,  shows  that  the 
Government,  while  calling  for  very  much  larger  amounts  than  we 
are  discussing  now,  did  not  cause  any  important  withdrawal  from  the 
savings  banks.  I  happened  to  be  m  a  situation  where,  if  that  had 
occurred,  I  would  have  known  of  it,  because  we  were  authorized  to 
lend  to  savings  banks  in  case  the  contingency  you  mention  should 
happen.  Now,  then,  if  there  is  such  a  danger  as  you  have  mentioned, 
a  bill  designed  to  expand  the  Postal  Savings  System  might  contain  a 
provision  to  afford  the  saving  banks  relief  in  case  of  need.  But  we  , 
would  afford  a  greater  relief  to  real  estate  and  financing  generally 
through  a  restoration  to  a  sound  basis  of  the  entire  financial  struc- 
ture, starting  with  the  United  States  Treasury's  finances,  than  we 
would  in  any  other  way. 

Mr.  Parish.  I  think  that  point  is  a  very  strong  and  admirable  one. 

Mr.  Meter.  Tou  can  not  cure  the  present  troubles  by  temporary 
expedients.     You  must  strike  right  at  the  root  of  it. 

Mr.  Parish.  There  is  no  qu^ion  about  that.  It  would  tend  to 
stabilize  interest. 

Mr.  Meter.  It  would  tend  to  ireduce  interest  charges  all  along  the 
line,  and  it  would  tend  £o  increase  the  supplv  of  capital  available  for 
all  purposes,  and  woiild  reduce  the  cost.  That  is  what  you  desire,  is 
it  not? 

Mr.  Parish.  Yes.  The  only  point  that  I  am  apprehensive  about 
at  all,  Mr.  Meyer,  is  this :  Whether  it  would  not  disturb  the  business 
of  the  savings  banks  by  increasing  the  rate  of  interest  of  the  postal 
savings  banfa  to  4  per  cent.  Once  you  have  put  them  into  direct 
coinpetition  with  all  the  savings  banks  of  the  country 

Mr.  Meter  (interposing).  Well,  the  savings  banks  are  not  getting 
as  much  savings  as  can  be  obtained  to-day.  1  am  convinced  that  the 
result  of  this  would  be  a  large  amount  of  money  in  stockings  coming 
into  the  post  offices  and  a  vast  increase  in  the  total  savings  through- 
out the  country,  relieving  the  monev  market  and  the  bankers  and 
putting  up  the  price  of  Grovernment  bonds.  . 

Mr.  Parish.  I  think  it  is  in  evidence  before  this  committee,  too, 
that  the  savings  banks  have  been  buying  mortgages  with  their  Lib- 
ertv  bonds  and  Victory  bonds. 

■Mr.  Meter.  They  are  using  their  funds  to  buy  Government  securi- 
ties, because  thev  are  most  attractive. 

Mr.  Parish,  buying  them  at  a  discount  and  turning  them  over 
at  face  value. 

Mr.  Meter.  Oh,  I  see  your  point.  If  true,  that  would  be  a  way 
of  obtaining  a  higher  rate  on  the  mortgage;  that  is  all.  That  is  a 
method  which  I  do  not  happen  to  know  about.  Of  course,  they 
might  have  bought  any  securities  at  any  time  and  traded  them  for 
mortgages.  I  mean  that,  in  itself,  has  nothing  at  all  to  do  with  the 
proposition. 

The  Chairman.  Our  attention  has  been  called  to  eases  where  a 
man  appljdng  for  mortgages  of  several  hundred  thousand  dollars 
has  been  asked  to  take  one-half  of  it  in  Liberty  bonds  at  par  value. 

Mr.  Meter.  If  those  bonds  happened  to  be  selling  at  85,  it  would 
be  like  paying  him  92^  per  cent  lor  the  mortgage.    That  is  not,  I 
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imagine,  a  very  general  practice.  But  if  there  is  anything  in  your 
point,  Mr.  Parish,  that  the  expansion  of  the  Postal  Savings  System 
might  affect  the  savings  banks  adversely,  there  is  no  reason  why  it 
should  not  still  be  done,  because  provision  could  be  made  to  cover 
the  possible  dangers  or  objections  that  you  see. 

Mr.  Parish.  I  have  no  brief  for  the  savings  banks,  and  I  am  not 
partial  to  them. 

•Mr.  Meyer.  After  all,  the  savings  banks  are  semipublic  institu- 
tions. 

Mr.  Parish.  If  the  postal  savings  banks  can  do  the  business  better 
and  to  greater  advantage  of  the  people  than  the  savings  banks,  the 
savings  banks  should  stand  aside. 

Mr.  Meyer.  It  is  not  so  much  a  question  that  things  now  bein^ 
done  would  be  done  better,  as  it  is,  that  much  will  be  done  that  is  not 
now  being  done. 

Mr.  Parish.  I  think  it  should  be  so  framed  as  to  protect  die  sav- 
ings banks. 

Mr.  Meyer.  And  it  can  be  so  framed,  I  am  convinced. 

Mr.  Parish.  I  do  not  recall  just  the  volume  of  mortgages  by  the 
savings  banks  throughout  the  country 

Mr.  Meyer.  Well,  tliere  is  a  70  per  cent  limit,  in  New  York,  for 
each  bank. 

The  Chairman.  I  think  it  is  65  in  this  State. 

Mr.  Meyer.  I  think  they  hold  about  57  to  60. 

The  Chairman.  About  53  to  54  per  cent  to-day,  in  this  State.  A 
savings  bank  man  told  me  last  night  that  the  mortgage  loans  in  the 
city  of  New  York  from  the  savings  banks  total  about  two  billion. 

Mr.  Meyer.  I  heard  a  year  ago  a  little  higher  figure. 

Mr.  Parish.  As  a  matter  of  information,  Mr.  Meyer,  can  you  say 
whether  the  savings  banks  during  the  war  period,  or  since,  have  used 
mortgages  as  collateral  for  loans  with  the  War  Finance  Corporation  ? 

Mr.  Meyer.  They  practically  made  no  loans  from  us.  The  amount 
of  our  loans  to  savings  banks  was  $550,000,  out  of  a  total  to  bankers, 
railroads,  industrial  companies,  and  exporters  of  $340,000,000. 

Mr.  Parish.  The  point  is  that  while  you  were  considering  that 
war  finance  corporation  bill,  Senator,  you  will  remember  that  quite 
a  considerable  organization  was  trying  to  get  that  bill  amended  so  as 
to  permit  the  War  Finance  Corporation  to  accept  mortgages  as  col- 
lateral for  loans,  but  they  did  not  do  it.  • 

Mr.  Meyer.  I  think  we  could  have  accepted  mortgages  as  col* 
lateral  for  loans,  although  I  have  not  the  law  very  definitely  in  mind. 

The  Chairman.  I  think  we  discussed  that,  but  did  not  do  it. 

Mr.  Meyer.  The  matter  of  security  was  left  largely  in  our  discre- 
tion. As  long  as  we  got  enough  of  good  quality,  we  were  allowed 
quite  a  leeway  as  to  the  security. 

Mr.  MiLiJER.  Do  you  remember  we  took  that  up  with  you  in  the 
original  home- loan  bill? 

Mr.  Meyer.  Yes. 

Mr.  Miller.  The  reason  then  was  that  the  War  Finance  Corpora- 
tion WPS  only  temporary  and  would  have  to  be  liquidated  very  soon. 

Mr.  Meyer.  Yes.  Oiir  loans  were  limited  to  five  years'  duration. 
You  will  perhaps  be  interested  to  know,  Senator,  that  when  I  left  the 
War  Finance  Corporation,  out  of  our  $500,000,000  of  capital  which 
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the  Government  paid  to  us.  we  were  able  to  turn  back  $380,000,000  in 
cash.  This  is  now,  or  was  on  July  1,  on  deposit  with  the  LFnited 
States  Treasury ;  $27,000,000  in  United  States  Treasury  certificates  of 
indebtedness  and  the  balance  in  good  loans,  I  think.  So  that  the 
great  experiment  of  intrusting  i}500,(X)0,000  of  Government  money 
and  three  thousand  million  dollars  of  borrowing  capacity  to  that  cor- 
poration will  not  cost  the  Government  a  cent.  It  will  get  its  money 
back  with  interest.    Most  of  it  has  already  been  returned. 

The  Chairman.  I  am  very  glad  of  that,  Mr.  Meyer^  because  they 
are  not  doing  it  in  all  the  thmgs  that  they  are  putting  it  into. 

Mr.  Meyer.  No.  I  feel  that  we  have  reason  to  be  pleased  with  the 
outcome,  because  it  was  a  risky  enterprise,  and  it  was  understood, to 
be  such ;  but  it  was  made  necessary  by  war  conditions. 

The  Chairman.  Mr.  Meyer,  referring  again  to  your  proposition^ 
the  mutual  savings  banks  and  the  stock  savings  banks  of  this  country 
have  tended  much  to  encourage  thrift  on  the  part  of  the  people,  have 
they  not? 

Mr.  Meter.  They  have  so  tended;  yes.  Nevertheless  they  only 
have  12,000,000  depositors  out  of  a  population  of  106,000,000,  which 
is  a  smaller  proportion  than  any  other  big  civilized  country  in  the 
world. 

The  Chairman.  It  is  your  theory  that  the  development  of  the 
Postal  Savings  Bank  System  can  be  utilized  to  induce  the  people  of 
the  United  Stat^  to  save  more  than  ever  before? 

Mr.  MAter.  Yes. 

The  Chairman.  To  turn  the  Nation  more  into  a  saving  Nation 
than  a  spending  Nation  ? 

Mr.  Meter.  Yes ;  and  I  believe  that  is  the  only  way  to  do  it.  The 
savings  banks  have  done  a  great  deal  in  that  direction,  but  I  do  not 
think  they  can  do  as  much  as  the  United  States  Government  can,  and 
I  think  that  it  is  an  obligation  that  the  Government  should  assume. 
The  Government  provided  the  Federal  Eeserve  System  to  afford 
banking  facilities  to  the  business  man  and  the  banker  of  the  country, 
and  I  claim  that  it  ought  to  do  something  to  afford  banking  facilities 
of  a  safe  character  to  the  great  body  of  the  commqn  people  of  the 
country,  and  this  would  do  it.  Why  should  not  the  individual  who 
has  confidence  in  the  Government,  which  he  has  not  in  private  banks, 
have  the  comfort  of  Government  safety  and  a  fair  rate  of  interest? 
I  am  not  saying  they  should  not  have  confidence  in  the  mutual  and 
stock-savinp^  institutions,  but  many  foreigners,  for  instance,  who 
were  brought  up  in  countries  where  only  a  postal  savings  bank  is 
known  would  not  deposit  in  anything  else. 

I  was  much  impressed  when  the  Postal  Savings  System  was  or- 
ganized, in  talking  it  over  with  the  then  Postmastsr  General,  who 
inaugurated  the  system,  by  a  little  story  he  told  me.  It  was  about  a 
place  where  a  postal  savings  bank  was  to  be  established,  but  it  had 
not  yet  been  opened.  A  poor  woman  came  in  and  wanted  to  deposit 
$100,  and  the  postmaster  said  they  were  not  yet  ready  to  take  it — 
they  did  n^f  have  the  forms  and  they  wpre  not  organized  to  do  busi- 
ness yet.  The  postmaster  suggested, "  Why  do  you  not  take  it  across 
the  street  and  put  it  into  the  bank  over  there  until  we  arc  ready  to 
open  for  business?"  She  said,  "Well,  you  know  I  am  very  poor 
and  I  am  old,  ^nd  this  money  represents  what  I  have  saved  up  during 
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my  life  to  pay  for  my  funeral  expenses;  I  will  not  trust  it  to  any- 
body but  Uncle  Sam.  I  am  going  to  take  it  home  and  put  it  in  hid- 
ing until  you  are  ready  to  take  it."  Now,  you  have  no  idea  how 
many  of  those  people  there  are  in  the  country ;  and  why  should  not 
they  have  such  a  facility  afforded  to  them  ?  When  people  have  very 
little,  that  little  means  much  to  them,  and  I  think  they  ought  to  have 
an  opportunity  to  put  their  money  where  they  do  not  have  to  worry 
about  it.  There  are  many  schemers  trying  to  get  those  little  amounts 
from  poor,  ignorant  people,  and  they  ought  at  least  to  have  the  facili- 
ties that  would  make  it  possible  for  them  to  protect  themselves. 

Mr.  Parish.  It  seems  worth  thinking  about  as  a  counterinfluence 
to  Bolshevik  propaganda. 

'Mr.  Meyer.  I  think,  as  an  Americanization  proposition,  it  is  second 
to  none.  If  the  people  of  the  country,  every  one  of  whom  has  contact 
with  the  post  office,  were  doing  business  with  their  own  Government 
as  a  banker.  I  think  it  would  establish  an  intimacy  between  the  indi- 
vidual and  nis  Government  which  would  have  great  social  value  and 
tend  toward  social  stability.  The  system  has  not  been  organized  in 
a  way  to  make  it  attractive.  On  the  contrary,  everjiiMng  about 
it,  as  organized  now,  rather  tends  to  keep  the  savings  away  from 
the  Postal  Savings  System.  Under  present  conditions  a  man  must 
wish  very  badly  to  deposit  his  money  before  he  will  deposit  it  there. 
Mr.  Miller:  It  is  certainly  worth  thinking  about. 
Mr.  Meter.  The  benefits  are  perfectly  clear  to  my  mind.  I  can 
not  think  of  a  single  objection  that  can  not  be  provided  for  and  met; 
so  I  am  not  arguing  the  matter  from  a  partisan  point  of  view ;  I  am 
simply  presenting  it,  or  attempting  to  jpresent  it,  judicially.  I  have 
not  been  able  to  find  real  objections  to  it.  There  may  be  some  diffi- 
culties that  will  be  developed  in  the  hearings.  I  am  sure,  however, 
that  if  there  are  any  you  will  develop  them  by  hearings  and,  of  course, 
we  would  all  want  to  know  if  they  exist. 

The  Chairman.  I  am  going  to  be  in  New  England  next  week,  but 
as  soon  as  I  get  back  I  will  confer  with  some  members  of  the 
committee  and  then  we  will  lay  out  a  plan  for  getting  some  expres- 
sions of  opinion  on  the  subject  from  men  of  wide  experience  in  finance 
and  postal  savings  and  other  savings,  and  labor  people  and  others 
who  may  be  helpful  generally. 

Mr.  MEYER.  1  think  it  would  be  very  well  to  do  that.    I  am  very 

much  obliged  to  you.  Senator,  for  the  opportunity  of  appearing  here. 

The  Chairman.  The  committee  will  now  stand  adjourned  to  meet 

in  the  State  House,  Boston,  Mass.,  on  Monday,  August  30,  1920,  at 

10.30  a.  m. 

(Thereupon  the  committee  adjourned  to  meet  at  10.30  o'clock  a.  m. 
in  the  State  House  at  Boston,  Mass.,  on  Monday,  August  30,  1920.) 
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MONDAY,  AUGUST  30,   1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production,' 

Boston^  mass. 

The  committee  met,  pursuant  to  adioumment,  at  10.30  o'clock  a.  m., 
in  the  statehouse.  Senator  William  M.  Calder  presiding. 
Present:  Senators  Calder  (chairman),  Lodge,  and  Brandegee. 

ADDBESS  OF  HE.  MALCOLM  £.  NICHOLS,  CHAIBMAN  MATOB'S 
BENT  AND  HOTJSINO  COMMITTBE,  BOSTON,  MASS. 

Mr.  Nichols.  Senator  Calder,  the  State  of  Massachusetts  and  the 
city  of  Boston  welcome  you  and  your  committee  here,  because  we  feel 
that  your  inquiry  is  sure  te  be  productive  of  the  greatest  ffood  in  this 
great  community,  not  only  to  Massachusetts  but  to  New  England  as 
well;  and  we  should  be  very  glad  if  at  the  opening  of  this  Hearing 
vou  would  favor  us,  sir,  with  a  description  of  the  work  which  has 
been  placed  with  your  committee,  and  some  of  the  matters  which  you 
may  leel  might  be  accomplished  tnrough  this  hearing. 

The  Chairman.  Mr.  Nichols,  ladies  and  gentlemen  of  Boston  and 
of  New  England  generally ;  at  the  close  of  the  last  session  of  Congress, 
through  a  resolution  introduced  by  me  in  the  Senate,  the  Vice  Presi- 
dent appointed  a  committee  of  five  Senators  to  inquire  into  the 
general  subject  of  the  shortage  of  construction  in  this  country,  and 
more  particularly  the  housing  shortage. 

The  authority  granted  the  committee  permits  us  to  inquire  into 
the  matters  of  fuel,  transportation,  and  finance  in  their  relation  to 
construction  work. 

I  think  that  most  of  the  ladies  and  gentlemen  present  realize  that 
our  housing  shortage  began  about  1914 — the  first  year  of  the  Euro- 
pean War — and  the  demands  upon  this  country  for  the  war,  the 
Tear  on  the  part  of  the  men  interested  in  the  building  business  to 
proceed  actively,  caused  a  cessation  of  building ;  and  I  would  say  that 
we  built  in  1914  only  about  75  per  cent  of  our  needs.  That  situation 
continued  in  1915  and  1916.  In  each  of  those  years  we  were  building 
about  75  per  cent  only  of  our  needs,  or  25  per  cent  less  than  what  was 
really  necessary  to  take  care  of  the  people  in  the  way  of  housing  in 
this  country. 

When  1917  came  the  Government  demanded  the  capital  ordinarily 
utilized  for  building  purposes,  it  demanded  the  labor  for  war  pur- 
poses and  the  materials  that  ordinarily  went  into  building  they  said 
should  be  used  for  Tvar  activities ;  so  that  in  1917  it  is  fair  to  say  that 
there  was  a  shortage  of  at  least  60  per  cent  in  housing. 
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Now,  in  1918  the  (Jovernment  really  stopped  building.  You  will 
remember  that  the  Treasury  Department  and  the  Federal  Reserve 
Board  notified  the  financial  institutions  of  the  country  that  they 
would  prefer  them  to  lAake  no  loans  on  buildings;  and ^ then  the 
War  Industries  Board  notified  the  material  men  that  they  should 
use  their  materials — the  manufacturers  of  building  materials  and 
dealers  in  building  materials — that  they  should  use  their  materials 
for  war  purposes  only ;  and  then  in  the  summer  of  1918  they  put  a 
ban  upon  building  of  every  character,  except  with  a  permit  from 
the  War  Industries  Board.  That,  in  my  opmion — and  I  state  this 
from  a  careful  examination  of  statistics — cut  down  the  building 
and  housing  operations  of  1918  to  about  20  per  cent  of  normal. 

We  were  late  in  getting  started  in  1919,  after  the  war  was  over, 
so  that  in  that  year  we  onlv  built  about  75  per  cent  of  our  needs ; 
and  this  year,  when  everything  seemed  opportune  for  building  de- 
velopment, we  find  ourselves  facing  a  great  difficulty  in  financing 
building  operations,  the  high  prices  of  building  materials,  the  high 
wages  of  labor,  and  the  irregularity  of  transportation  discouraging 
men  from  any  activity  in  the  building  line.  We  seem  to  be  short  of 
homes  for  the  people  all  over  the  Nation  to  a  very  alarming  extent. 
There  is  really  a  housing  shortage — and  not  only  in  this  country,  but 
all  over  the  world.  So  bad  is  the  housing  situation  in  England  that 
the  English  (rovernment  has  voted  a  bonus  of  £70  a  room  to  any  man 
who  wfll  build  liomes  for  the  people  to  live  in. 

Now,  this  committee  was  appointed  to  incjuire  into  this  subject. 
We  have  had  hearings  in  New  Vork,  in  Baltimore,  in  Philadelphia, 
and  we  have  sent  questionnaires  all  over  the  country  to  the  leading 
cities  of  the  Nation,  asking  them  for  suggestions  and  advice  as  to  pos- 
sible Federal  remedies ;  and  we  have*found,  as  I  suggested  a  moment 
ago,  that  in  the  very  beginning  of  the  year  men  who  were  willing  to 
build  could  not  get  building  materials  because  of  the  transportation 
difiiculties.  As  an  aftermath  of  the  Federal  control  of  railroads,  the 
railroads  having  gone  from  Federal  control  back  to  private  owner- 
ship, it  has  been  t nought  necessary  to  give  priority  orders  to  coal  in 
order  to  supply  your  needs  here  in  New  England  and  in  the  North- 
west, and  that  means  that  the  railroad  facilities  used  ordinarily 
to  supply  the  transportation  of  building  material  needs  were  taken 
away  from  those  needs  and  building  material  was  only  coming  into 
the  market  at  about  50  per  cent  of  normal.  Very  naturally  that 
created  a  shortage  in  building  materials  and  spot  prices  became 
prevalent,  whereby  people  were  compelled  to  pay  more  for  building 
materials  than  ordinarily;  and  I  venture  the  statement  that  if  we 
were  getting  our  building  materials  into  the  centers  to-day  we  could 
buv  it  for  20  per  cent  less  than  we  are  i)aving  for  it  now. 

"then,  of  course,  the  speculation  in  and  export  of  coal  have  taken  a 
lot  of  cars*  To-day  we  are  exporting  «  vast  amount  of  coal  to  for- 
eign countries.  liuring  the  months  of  May,  June,  and  July  we 
averaged  exporting  coal  at  the  rate  of  24,000,000  tons  a  yeaV,  as 
against  5,0(K),000  tons  exported  previous  to  this  year.  That  has  upset 
our  whole  transportation  system  and  taken  cars  and  other  trans- 
portation facilities  away  from  coal  for  domestic*  consumption,  and 
taken  transportation  facilities  away  from  the  l)uilding  industry  as 
well. 
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We  hesitate  to  urge  any  drastic  legislation  or  drastic  action  on  the 
part  of  any  department  of  government  to  prevent  the  export  of  any 
commodity,  but  if  the  exports  of  coal,  to  the  extent  to  which  it  is 
being  exported  to-day,  are  going  to  seriouslv  hamper  our  whole  in- 
dustrial system,  your  coal  fer  >iew  England,  the  movement  of  your 
building  materials,  and  raw  materials  for  other  lines  of  business, 
then,  indeed,  it  is  a  pretty  serious  question  as  to  whether  we  should 
not  make  some  move  to  limit  the  exports  of  coal. 

The  transportation  problem  is  a  very  pressing  one,  and  it  seems 
that  the  first  thing  we  should  do  is  to  seek  relief  in  that  direction. 
Ver5r  recently,  after  consultation  with  Mr.  Willard,  president  of  the 
Baltimore  &  Ohio  Bailroad  Co.,  who  is  also  chairman  of  the  advisory 
committee  of  the  Association  of  Kailway  Executives,  we  arranged  for 
the  appointment  of  committees  representing  the  building  interests  of 
the  different  sections  and  the  railroads ;  and  the  railroad  companies 
here  have  asked  Mr.  Pearson,  president  of  the  New  York,  New  Haven 
&  Hartford  Railroad  Co.,  to  act  as  a  member  of  a  committee  of  Bos- 
ton citizens,  a  standing  committee  representing  the  building  interests 
of  New  England  and  the  railroad  companies,  so  that  you  may  get 
your  building  materials  transported  with  more  ease  than  you  have  in 
the  past. 

Our  committee  has  been  able  to  have  released  for  the  movement  of 
business  generally  nearly  1(X),00()  freight  cars,  which  were  allocated 
but  were  not  suitable  for  the  shipment  of  coal. 

Congress  will  be  asked  at  the  coining  session  to  modify  our  excess- 
profits  tax  laws  and  our  surtaxes  on  incomes  so  that  money  will  flow 
more  easily  into  the  financing  of  building  operations,  or  else  Congress 
will  be  asKed  to  exempt  from  taxation  the  incomes  on  mortgages  on 
real  estate  to  some  degree. 

There  may  be  opposition  in  some  qua  iters  to  repealing  the  excess- 
profits  tax  laws,  on  tlip  theory  that  the  rich  man,  under  those  laws, 
pays  the  taxes;  but  a  careful  examination  of  the  subject  will  convince 
anyone  that  while  that  may  be  true  in  theory,  at  the  same  time  it  has 
encouraged  men  of  large  incomes  to  invest  their  money  in  tax-exempt 
securities.  The  ladies  and  gentlemen  present  may  perhaps  be  sur- 
prised when  I  §jiy  to  them  that  the  tax-exempt  securities  in  this  coun- 
try have  increased  two  and  one-half  times  in  a  period  of  the  past  five 
years,  so  that  to-day  there  are  in  this  country  $14,()(K),()00,(K>0  worth 
of  tax-exempt  securities;  and  the  rich  man  is  taking  his  money  out 
of  industry,  and  out  of  real  estate,  and  out  of  mortgages,  and  putting 
it  into  securities  where  he  will  have  no  tax  to  pay.  If  relieved  from 
the  burdens  of  the  excess-profits  taxes  some  of  that  money  will  come 
back  into  business  generally. 

A  suggestion  that  has  been  made  to  us  and  which  we  are  consider- 
ing now  is  that  of  exempting,  by  legislation,  the  income  on  real  estate 
mortgages.  Another  suggestion  presented  to  us  for  consideration  is 
the  creation  of  a  Federal  home  loan  banking  system.  Still  another 
suggestion  is  that  we  recommend  to  Congress  legislation  along  the 
lines  of  the  legislation  recently  enacted  in  the  shipping  bill  in  which 
we  exempted  excess-profits  taxes  provided  tliose  profits  were  re- 
invested in  the  building  of  new  ships,  and  provided  also  that  in  the 
building  of  new  ships  one-half  of  the  money  used  in  the  building 
of  those  ships  should  be  new  money. 
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Now,  it  is  proposed  that,  perhaps,  for  a  period  of  8  or  10  years 
we  might  afford  to  the  builders  of  the  country  exemption  from  Fed- 
eral taxation  on  their  profits  provided  that  they  would  invest  those 
profits  in  the  building  of  new  houses.  It  has  also  been  proposed  to 
our  committee  that  here  in  your  city  and  in  different  other  munic- 
ipalities for  a  period  of  5  or  10  vears  you  exempt  all  new  buildings 
erected  for  dwelling  purposes  only  from  your  city  taxes. 

A II  of  those  things  have  been  proposed,  and  some  of  them,  I  believe, 
have  merit.  Some  of  them  may  perhaps  be  a  little  unusual  and  per- 
haps radical. 

(At  this  juncture  Senators  Lodge  and  Brandegee  entered  the  hear- 
ing room.) 

The  Chairman  (continuing).  Senator  Lodge  and  Senator  Brande- 
gee, I  was  just  explaining  to  the  ladies  and  gentlemen  present  some  of 
the  propositions  that  have  been  presented  to  our  committee.  I  was 
about  to  explain  a  proposition  that  Mr.  Eugene  Meyer,  jr.,  of  New 
York,  who  until  recently  was  chairman  of  the  board  of  airectors  of 
the  War  Finance  Corporation,  made  to  our  committee  recently  when 
testifying  before  us.  He  urged  that  we  should  enlarge  the  postal  sav- 
ings bank  system,  explaining  in  his  statement  that  in  the  United 
Kingdom  and  Germany,  Denmark,  and  Norway  42  per  cent  of  all  the 
people  living  in  those  countries  have  savings-banks  accounts,  whereas 
only  11  per  cent  of  all  our  people  in  this  country  have  savings-banks 
accounts.  He  has  proposed  that  by  enlarging  the  purview  of  our 
postal  savings  system  we  could  so  increase  deposits  as  to  relieve  our 
present  financial  situation. 

I  simply  wish  to  a^d  this,  ladies  and  gentlemen,  that  the  appoint- 
ment of  this  committee  was,  in  large  measure,  dtie  to  the  assistance  of 
the  senior  Senator  from  this  State.  As  you  well  know,  he  is  the 
leader  of  the  Senate,  nnd  T  lieing  a  new  and  humble  Member  from 
New  York  State,  but  with  sjnie  little  experience  in  matters  relat- 
ing to  constructicm,  pre.sented  the  proi)osition  to  him:   he   recog- 
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to  it,  Calder,  and  inquire  into  the  needs  of  the  country  in  that  regard, 
and  then  come  back  to  Congress  in  December,  and  if  you  have  any 
practical  suggestions  that  will  be  helpful  I  shall  try  and  put  them 
through  with  you."  So  that  if  this  inquiry  shall  result  in  helping 
the  situation  throughout  the  country,  we  are,  to  a  large  extent,  in- 
debted to  Senator  Lodge  for  his  assistance  in  getting  the  resolution 
through.  Senator  Brandegee,  who  is  also  here  t;0-day,  is  greatly  in- 
terested in  the  subject,  and  I  know  that  they  will  be  glad  to  near  testi- 
mony from  tlie  people  of  this  city.  I  understand  that  Mr.  Nichols 
will'kindly  tell  us  who  the  witnesses  will  be,  and  I  will  be  very  glad 
to  have  them  summarize  the  conditions  in  Boston  and  in  New  Eng- 
land as  they  exist  to-day. 

Mr.  Nichols.  Senator  Calder,  I  shall  now  call  upon  Congressmaii 
Tinkham,  who  has  given  a  great  deal  of  time  and  thought  to  this 
matter  of  housing,  and  who  presented,  I  think,  one  of  the  first  meas- 
ures which  came  before  both  Houses  of  Congress  for  relief  of  this 
situation — Congressman  Tinkham. 
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The  Chairman.  Conj^r^ssman  Tinkham,  the  committee  would  be 
very  glad  to  have  any  suggestions  you  feel  would  relieve  this 
situation. 

Mr.  Tinkham.  Mr.  Chairman  and  gentlemen,  I  understand  that 
your  committee  has  power  to  suggest  legislation,  if  they  deem  it 
necessary,  to  Congress,  and,  if  that  be  the  case,  I  desire  to  draw  atten- 
tion to  a  bill  which  I  introduced  in  Congress,  in  the  House  of  Repre- 
sentatives, July  8,  1919. 

I  think  that  was  the  first  bill  introduced  in  relation  to  what  was 
getting  to  be  an  acute  housing  shortage  at  that  time.  The  bill  is 
entitled  "  H.  R.  7014,  a  bill  to  create  a  bureau  of  housing  and  living 
conditions  in  the  Department  of  Labor,"  and  it  reads  as  follows : 

[H.  R.  7014,  Sixty-sixth  Congress,  first  session.] 

A  BILL  To  create  a  Bureau  of  Housing  and  Living  Conditions  in  the  Department  of 

Labor. 

Be  it  enacted  by  the  Senate  and  House  of  Representatives  of  the  United 
States  of  America  in  Congress  assembled.  That  there  Is  hereby  created  In  the 
Department  of  Labor  a  bureau  of  housing  and  living  conditions,  which,  for  the 
purpose  of  increasing  the  productive  capacity  and  well-being  of  workers  and  of 
promoting  good  citizenship,  shall  be  charged  with  the  duty  of — 

(a)  Investigating  the  housing  and  living  conditions  of  the  industrial  popu- 
lation ; 

(b)  Conducting  research  and  experimentation  looking  toward  the  provision 
and  publication  of  such  information  as  will  make  economically  i)ractlcable  the 
elimination  of  slums,  the  improvement  of  living  conditions,  the  reduction  of  the 
con.struction  cost  of  dwellings,  and  the  financing  of  extended  home-building 
operations  without  Federal  appropriation ; 

(c)  Assisting  communities  during  the  present  housing  shortage  in  making^ 
available  to  the  utmost  extent  all  existing  housing  facilities;  and 

(d)  Serving  as  a  clearing  house  of  information  on  housing  and  living  con- 
ditions. 

Sec.  2.  That  to  this  bureau  shall  be  transferred  the  collection  of  plans,  books, 
pamphlets,  reports,  and  other  material  gathered  by  the  United  States  Housing 
Corporation  and  by  the  Housing  and  Transportation  Division  of  the  Emer- 
gency Fleet  Corporation  which  would  be  of  use  for  the  purposes  of  the  act: 
Provided.  That  such  materials  shall  not  be  transferred  until  they  are  no  longer 
needed  In  the  actual  conduct  of  the  business  of  these  agencies. 

Sec.  3.  That  the  bureau  of  housing  and  living  conditions  shall  be  under  the 
direction  of  a  director,  to  be  appointed  by  the  Secretary  of  Labor,  and  he  shall 
receive  an  annual  comp<^nsatiou  of  $6,000.  There  shall  be  in  the  said  bureau, 
unless  otherwise  provided  for  by  law,  au  assistant  director,  to  be  appointed  by 
the  Secretary  of  Labor,  who  shall  receive  an  annual  compensation  of  $3,000; 
and  such  other  assistants  and  employees  as  are  requisite  to  the  accomplish- 
ment of  the  purposes  of  the  bureau  at  such  compensation  as  may  be  fixed  by 
the  Secretary  of  Labor. 

The  director  of  the  said  bureau  may  from  time  to  time  publish  the  results  of 
the  operations  of  the  bureau  In  pursuance  of  the  purposes  of  this  act  in  such 
maimer  and  to  such  extent  as  may  be  prescribed  by  the  Secretary  of  Labor. 

Sec.  4.  That  during  the  continuance  of  the  present  Bureau  of  Industrial 
Housing  and  Transp<»rtatlon  as  created  under  the  act  approve<l  May  IG,  1918, 
entitled  "An  act  to  authorize  the  President  to  provide  housing  for  war  needs," 
the  Bureau  of  Housing  and  Living  Conditions  shall  be  nmlntaluod  in  connection 
with  the  office  of  the  director  of  said  Bureau  of  Industrial  Housing  and  Trans- 
portation, the  operations  of  which  in  bringing  to  completion  and  disposal 
through*  the  United  States  Housing  Cori>oratlon  the  emergency  housing  under- 
taken to  meet  war  nt^s  It  shall  aid  and  facilitate. 

For  the  purpose  of  carrying  out  the  provisions  of  this  act,  incudlng  rental  of 
offices  In  the  District  of  Columbia,  contingent  and  miscellaneous  expenses,  print- 
ing and  binding,  and  personal  services  In  the  District  of  Columbia  and  else- 
where, there  Is  hereby  authorized  to  be  appropriated  $250,000. 
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Mr.  TiNKiiAM.  The  purpose  of  that  bill  was  to  establish  a  bureau 
in  relation  to  housing  ana  living  conditions,  of  a  permanent  char- 
acter, in  the  Department  of  Lafor.  That  bill  was  referred  to  the 
Committee  on  Public  Buildings  and  Grounds,  and  they  held  an  ex- 
tended hearing  November  12,  1919.  They  subsequently  passed  a 
resolution  that  no  bills  appropriating  money  during  the  present  ses- 
sion of  Congress  should  be  reported  by  that  committee.  Otherwise 
I  have  reason  to  believe  that  this  bill  would  have  been  reported. 

Now,  there  was  sent  to  the  Committee  on  Public  Buildings  and 

Grounds  by  the  Department  of  Labor  on  July  14 — ^that  would  be 

about  six  days  after  that  bill  was  introduced — the  following  report, 

upon  request  of  the  chairman : 

Department  of  Labob, 
Office  of  the  Secbetaby, 
Washington,  July  U,  1919. 
Hon.  John  W.  liANOLEY, 

Chairman,  Committee  on  Public  Buildings  and  Grounds, 
House  of  Representatives,  Washington,  D.  C. 

My  Dear  Sir  :  Your  letter  of  July  9,  requestlnjf  recommendations  of  this  de- 
partment with  i-eferenoe  to  tlie  bill  (H.  R.  7014)  entitled  "A  blH  to  create  a 
bureau  of  houHlng  and  iivlnjr  conditions  in  the  Department  of  Labor,"  l\|i8  been 
received. 

The  purpose  of  the  proposed  bill  is  stated  to  be  the  increasing  of  productive 
capacity  and  well-beinjj  of  worlcers.  and  the  promotion  of  good  citizenship 
through  establishing  a  bureau  of  housing.  Investigations  made  by  the  Housing 
Corporation  and  by  other  bnmches  of  this  department  show  that  bad  housing 
conditions  reduce  productive  capacity  and  materially  increase  the  labor  turn- 
over, and  that  good  housing  conditions  increase  productive  capacity.  Home 
ownership  is,  perhaps,  the  most  important  means  of  promoting  good  citizen- 
ship. becaus4^  it  inevitably  increases  the  interest  of  the  home  owner  in  public 
utilities  and  in  wise  expenditures  of  public  funds.  In  view  of  the  shortage 
of  housing  and  of  the  prevalence  of  unwholesome  living  conditions  and  in  view 
of  the  decline  of  home  ownership,  the  housing  problem  for  individual  workmen 
has  assumed  proportions  that  make  the  ectobllshmoit  of  a  Federal  agency  for 
advice  and  research  imperative. 

Such  a  bureau  of  housing  as  is  outlined  by  Mr.  Tinlcham*s  bill  should,  in 
my  opinion,  investigate  housing  and  living  conditions  In  communities  which 
request  such  investigation,  and  should  conduct  extensive  research  in  the  field 
of  housing,  in  order  to  discover  and  bring  to  public  attention  every  available 
means  for  reducing  the  cost  of  good  housing  for  the  industrial  population,  and 
for  the  promotion  of  home  building  throughout  the  industrial  communities 
of  America.  As  the  health  and  efficiency  of  both  skilled  and  unskilled  labor 
are  unquestionably  dep^ident  upon  their  living  conditions,  an  extensive  study 
in  the  practical  and  economical  means  of  elinninatlon  of  slums  is,  without  doubt, 
one  of  the  most  important  of  the  problems  now  facing  this  country. 

Reconls  of  this  department  show  that  the  housing  shortage  is  acute  in  prac- 
tically everj-  industrial  city  of  America,  and  every  day  letters  are  received 
requesting  assistance  in  meeting  this  shortage,  through  the  making  of  vacancy 
canvasses  such  as  have  been  conducted  by  the  Homes  Registration  Service 
of  the  Housing  Corporation,  or  by  conducting  "  Own  a  Home  **  campaigns  such 
as  hnve  been  promoted  in  the  Public  Works  and  Construction  Division  of  the 
Information  and  Education  Service.  Owing  to  lack  of  appropriations  for  thesc^ 
purtwses  each  of  these  services  of  the  department  was  curtailed  In  the  sprinic 
of  t)hls  year  and  was  discontinued  on  June  80.  Requests  for  such  assistance, 
however,  continually  reach  this  office,  indicating  an  urgent  demand  for  the 
precise  kind  of  service  outlined  in  H.  R.  7014. 

It  Is  important  that  there  should  be  a  clearing  house  of  information  on  hous- 
ing and  living  conditions,  in  order  to  handle  the  scores  of  requests  coming  to 
the  department  daily  from  chambers  of  commerce,  builders,  manufacturers, 
own-a-home  committees,  and  individuals  intending  to  build  homes.  As  the  ap- 
propriation of  the  United  States  Housing  Corporation  makes  no  provision  for 
supplying  such  information,  and  as  such  information  service  requires  the  em- 
ployment of  experts  familiar  with   every  phase  of  this  subject,  I  cordially 
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approve  section  2  of  this  bill,  wiiicli  recommends  that  tlie  materials  on  this 
mibject  collected  by  the  Housing  Corporation  and  the  Emergwicy  Fleet  Corpora- 
tion be  combined,  particularly  as  this  material  comprises  the  most  up-to-date 
collection  of  practical  information  and  studiies  by  experts,  published  and  unpub- 
lished, that  exists  anywhere  in  the  country. 

For  the  above  reasons,  I  cordially  approve  both  the  principle  and  the  detailed 
provisions  of  H.  R.  7014,  and  hope  that  such  a  bill  may  be  passed  at  this 
session.  In  order  that  such  an  advisory  bureau  may  be  established  at  <Hice. 
There  is  no  doubt  that  the  housing  shortage  in  America  will  be  more  acute 
in  the  coming  winter  than  it  has  been  at  any  other  time  in  the  history  of  this 
Nation,  and  every  effort  should  be  applied  to  stimulate  the  building  of  homes 
during  the  summer  and  fall,  and  to  assist  communities  in  making  available 
housing  facilities  in  order  that  the  hardships  may  be  reduced  to  a  minimum. 
Very  truly,  yours, 

W.  B.  Wilson,  Secrett^ry, 

Mr.  TiNKHAM.  I  now  desire  to  draw  to  the  attention  of  the  com- 
mittee the  following  facts:  That  in  the  Interior  Department  th^re 
is  a  General  Land  Office,  a  Patent  Office,  a  Bureau  of  Education, 
a  Geological  Survey,  a  Reclamation  Service,  and  a  Bureau  of  Mines ; 
that  in  the  Department  of  Agriculture  there  is  a  Weather  Bureau, 
a  Bureau  of  Animal  Industry,  a  Bureau  of  Plant  Industry,  a  For- 
estry Service,  a  Bureau  of  Chemistry,  a  Bureau  of  Soils,  a  Bureau 
of  Entomology,  a  Bureau  of  Biological  Survey,  a  Bureau  of  Crops, 
a  States  Belations  Service,  a  Bureau  of  Markets,  a  Bureau  of  Sural 
Organizations,  and  also  an  Insecticide  and  Fungicide  Board,  and 
a  Federal  Horticultural  Board;  that  in  the  Department  of  Com- 
merce there  is  a  Bureau  of  Census,  a  Bureau  of  Foreign  and  Do- 
mestic Commerce,  a  Bureau  of  Standards,  a  Bureau  of  Fisheries, 
a  Bureau  of  Coast  and  Geodetic  Survey ;  and  that  in  the  Department 
of  Labor,  where  it  is  proposed  that  the  bureau  provided  for  by  the 
bill  to  which  I  have  referred  be  established,  there  is  only  a  Bureau 
of  Statistics,  of  Immigration,  and  a  Children's  Bureau. 

Now,  it  would  seem  that  a  permanent  bureau  for  the  coordina- 
tion of  general  knowledge  and  information  and  its  dissemination, 
in  relation  to  houses  and  housing,  and  for  the  editing  of  such  in- 
formation as  the  Government  has  obtained  during  the  last  two  or 
three  years,  might  be  an  appropriate  department  to  be  created  under 
the  Department  of  Labor. 

Housing  is  not  only  a  problem  to-day,  and  an  acute  one,  but  it 
is  a  continuing  and  a  continuous  one,  and  it  seems  to  me  it  is  of 
more  importance  than  many  of  the  subjects  which  have  in  the 
past  had  bureaus  established  for  their  recognition  and  for  the  pub- 
lication of  pamphlets  and  information  concerning  them  and  for 
the  dissemination  of  knowledge  with  respect  to  them. 

I  desire  to  state,  in  conclusion,  that  at  the  hearing  before  the 
CoHunittee  on  Public  Buildings  and  Grounds,  in  support  of  this 
bill  there  appeared  an  accredited  representative  of  the^  American 
Institute  of  Architects,  of  the  American  Civic  Association,  of  the 
Michigan  League  Women  Voters,  the  legislative  representative  of 
the  American  Federation  of  Labor,  professors  from  Harvard  Uni- 
versity, a  representative  of  the  Fine  Arts  Association,  and  repre- 
sentatives of  a  number  of  papers,  such  as  The  American  City;  the 
president  of  the  Glass  Blowers'  Association  of  America;  also  a 
representative  of  the  Federation  Magazine,  a  representative  of  the 
Philadelphia  Chapter  of  the  American  Institute  of  Architects; 
and  Mr.  Frederic  Law  Olmstead,  of  Brookline,  representing  the 
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American  City  Planning  Institute,  and  a  number  of  others.  Be- 
sides these  there  were  received  over  a  hundred  indorsements  of  the 
bill,  which  came  from  every  State  and  nearly  every  city  in  the 
Union.  A  list  of  those  appearing  is  contained  in  the  puDlication 
of  the  minutes  of  the  hearing,  and  I  will  leave  a  copy  of  that  with 
the  committee,  together  with  the  bill  and  the  recommendation  and 
approval  of  the  bill  by  the  Secretary  of  Labor.    I  thank  you,  sir. 

The  Chairman.  The  conmiittee  thanks  you  very  much,  Congress- 
man Tinkham,  for  the  information  contained  in  your  statement,  and 
undoubtedly  the  bill  that  you  refer  to  has  a  great  deal  of  merit  in  it. 
You  have  evidently  given  this  subject  a  great  deal  of  attention.  Have 
you  any  definite  information  as  to  the  present  housing  shortage  in 
Boston? 

Mr.  Tinkham.  Having  only  very  recently  returned  to  Boston  from 
Washington,  I  am  not  in  close  association  with  the  situation  here,  but 
I  think  Mr.  Nichols  has  all  the  facts  and  statistics. 

(At  this  juncture,  Gov.  Coolidge  arrived  in  the  hearing  room  and 
was  greeted  with  applause.) 

Mr.  Nichols.  Mr.  Chairman  and  gentlemen,  we  think  it  might  be 
of  interest  to  the  committee  if  we  would  first  present  the  facts  as  they 
exist  in  the  city  of  Boston;  and,  thereafter,  the  situation  as  it  may 
seem  to  the  representatives  of  some  of  our  other  Massachusetts  cities. 
Mr.  Fay,  who  is  acting  chairman  of  the  planning  board,  has  had  a 
long  acquaintance  with  the  practical  side  of  housing,  and  Mr.  Wilson^ 
the  building  commissioner,  is  here ;  and,  if  it  please  you,  I  will  speak 
later  on  some  of  the  aspects  of  this  matter,  as  it  came  before  the  rent 
and  housing  committee,  of  which  I  have  the  honor  to  be  chairman. 

If  agreeable  to  you  now,  sir,  I  will  call  on  Mr.  Fay,  the  acting^ 
chairman  of  the  planning  board. 

STATEMENT  OF  HE.  FBESEBIC  H.  FAT,  ACTING  CHAIBMAN,  CITT 

PLANNING  BOABB,  BOSTON,  MASS. 

Mr.  Fay.  Mr.  Chairman  and  members  of  the  Senate,  the  city  of 
Boston  has  taken  some  official  action  in  the  matter  of  housing;  and 
the  first  step  which  was  taken  was  the  passage  of  an  order  oy  the 
city  council  on  the  8th  of  March,  requesting  the  mayor  to  consult  with 
the  Boston  Chamber  of  Commerce,  the  Boston  Real  Estate  Exchange, 
the  Master  Builders'  Association,  the  Boston  Central  Labor  Union, 
and  other  organizations  that  he  might  consider  advisable,  and  to  ex- 
amine into  the  feasibility  of  forming  a  corporation  of  public-spirited 
citizens,  who  would  undertake  to  finance  a  project  for  providing 
housing  facilities  for  the  great  number  of  people  of  this  city  who  are 
not  properly  provided  for  in  that  respect. 

The  mayer  called  upon  the  city  planning  board  of  Boston,  one  of 
whose  duties  is  to  study  and  act  upon  housinsr  matters,  to  call  to- 
gether a  group  of  representatives  from  nearly  all  of  the  quasi  public 
organizations  of  the  city — many  more  than  those  named  since  in  the 
order  of  the  city  coimcii — and  several  conferences  of  that  grouo  were 
held,  and  it  was  felt  that  the  first  step  necessary  w*>s  to  get  definite 
information  with  regard  to  the  housing  situation  in  Boston.  Accord- 
ingly ihe  group  recommended  to  the  mayor  that  the  city  planning 
board  be  requested  to  make  a  survey  of  the  conditions  existing  here 
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and  to  report  back  to  that  group  the  need  of  houses  and  the  condi- 
tions which  exist  with  respect  to  vacant  houses  to-day  and  how  they 
might  be  put  into  condition  to  help  relieve  the  present  housing  situa- 
tion. Accordingly,  at  the  request  of  the  mayor,  the  city  council  made 
an  appropriation  and  a  sun^ey  of  the  housing  conditions  was  con- 
ducted here  in  the  city  during  June  and  the  early  part  of  July  of 
this  year.  The  survey  was  conducted  by  means  of  questionnaires 
and  personal  interviews  with  representatives  of  the  prmcipal  indus- 
trial establishments  here  in  Boston — about  100  in  number — by  con- 
ferences with  and  questionnaires  to  nearly  all  of  the  principal  real 
estate  operators  here,  by  getting  data  from  the  furniture  storage 
warehouses,  and  in  other  ways. 

,  The  report  of  this  survey  has  been  printed  in  the  City  Record,  a 
municipal  publication,  and  will  be  filed  with  your  board  for  refer- 
ence in  this  hearing. 

Briefly,  the  survey  which  has  been  made  and  which,  of  course,  can 
not  be  exhaustive,  but  merely  typical,  would  indicate,  on  a  most  con- 
servative basis,  that  there  is  a  shortage  of  houses  here  in  Boston  in 
number  between  3,000  and  6,000. 

The  Chairman.  In  other  words,  you  need  between  3,000  and  5,000 
more  houses,  or  that  many  more  apartments? 

Mr.  Fay.  For  that  many  more  apartments;  yes.  That  is  to  say, 
to  house  from  3,000  to  5,000  families. 

The  Chairman.  That  is  only  your  immediate  needs? 

Mr.  Fay.  Yes ;  the  immediate  needs.  That  is  believed  to  be  a  coiT^ 
servative  figure.  Some  believe  that  the  figures  should  be  in  excess 
of  5,000.  The  industries  that  were  communicated  with  in  many 
cases  did  a  great  deal  of  work  in  getting  information  and  views  from 
their  employees.  For  example,  these  industries,  which,  by  the  way, 
employ  about  40,000  workers,  report  that  the  average  rentals  which 
their  employees  are  able  to  pay  range  from  $14  to  $40  per  month, 
with  an  average  for  the  whole  40,000  employees  of  about  $30  per 
month.  About  one-half  of  the  employers  reported  that  their  em- 
ployees desired  to  purchase  their  homes  on  a  monthly- pajmient  basis. 
The  type  of  house  which  seems  to  be  most  in  demand  was  the  double- 
family  house,  or  two- family  house,  with  the  single-family  house  next. 

About  one-half  of  the  employers  who  responded  to  the  inquiries  of 
the  planning  board  indicated  some  willingness  to  assist  financially 
in  the  formation  of  a  housing  corporation,  this  willingness,  howpver. 
being  conditioned  to  some  extent— in  fact,  to  a  large  extent — on  the 
plan  adopted  for  carrying  out  the  proposition.  The  mercantile 
establishments  as  well  as  the  industrial  establishments  were  commu- 
nicated with,  and  the  reports  from  them  indicate  a  somewhat  higher 
average  rental,  but  the  need  is  the  same  as  in  the  industries. 

The  furniture  storage  warehouse  people  reported  an  unusually 
large  amount  of  furniture  on  storage.  From  39  returns  which  were 
received  by  the  plannimr  board  it  appeared  that  6.546  families  at 
that  time — approximately  July  1 — had  their  furniture  in  storage 
here  in  Boston.  Opinions  from  th^  various  storage  warehouse  men 
indicate,  first,  that  there  is  a  considerable  increase  in  furniture  stor- 
age this  year  over  any  previous  yc*ir ;  second,  thf^t  a  large  number  of 
families  are  doubling  up,  duo  to  the  shortaiQce  of  homes;  third,  tliat 
there  is  more  permanent  storage  than  there  has  been  for  many  years, 
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which  is  another  indication  of  the  housing  shortage ;  fourth,  that 
there  is  a  smaller  percentage  of  so-called  summer  storage. 

These  facts  speak  for  themselves ;  that  either  people  are  boarding, 
or,  as  has  been  said,  they  are  doubling  up,  two  families  living  to- 
gether, or  in  various  ways  they  have  had  to  contract  and  put  their 
furniture  in  storage. 

The  real  estate  dealers  submitted  data  which  is  in  confirmation  of 
what  has  already  been  stated  as  to  the  needs  here  in  the  city,  and  it 
is  partly  on  that  data  from  the  real  estate  dealers,  as  well  as  from 
the  industrial  and  mercantile  establishments  and  the  furniture  stor- 
age warehouses,  that  the  estimate  of  3,000  to  5,000  houses  shortage  or 
housing  facilities  for  from  three  to  five  thousand  families  has  oeen 
based. 

^Some  attempt  has  been  made,  Mr.  Chairman,  to  organize  a  financ- 
ing corporation  to  build  houses  for  sale  on  a  long-term  payment 
plan.  Early  in  the  summer — I  think  it  was  in  June — a  group  rep- 
resenting financial  interests  and  real  estate  interests  was  called 
together  by  his  honor  the  mayor,  and  a  committee  was  appointed 
from  that  group.  Since  that  committee  has  been  working  the  money 
situation  has  become  even  more  stringent,  and  it  is  the  feeling  of 
the  committee  that  it  is  not  possible  to-dav  to  finance  the  housing 
corporation  which  will  be  able  to  build  nouses  and  sell  them  to 
^workers  on  a  deferred-payment  plan  at  figures  which  will  be  reason- 
able and  which  will  enect  sales;  that  the  interest  rates  for  money 
are  so  high  that  people  can  not  be  expected  to  invest  in  housing 
operations,  which  at  most  can  pay  probably  less  than  one-half  oi 
the  prevailing  rate  of  interest,  if  the  houses  themselves  are  to  be  sold 
at  anything  like  prices  which  will  tempt  the  buyers  and  eflFect  sales. 

The  Chairman.  Mr.  Fay,  what  has  been  the  rate  of  interest  asked 
for  mortgage  loans  here  in  Boston  in  the  past? 
Mr.  Fay.  You  mean,  sir,  before  the  war? 
The  Chairman.  Yes ;  before  the  war. 

Mr.  Fay.  Before  the  war  I  think  it  was  around  perhaps  5  per  cent 
or  so.  I  am  not  in  the  banking  business,  and  I  think  you  can  get 
more  definite  figures  as  to  that  from  certain  representatives  of  the 
banks  here,  and  I  had  rather  not  testify  as  to  that.  But  the  investi- 
gations which  we  have  made  indicate  that  in  housing  operations  3 
to  4  per  cent  interest  is  about  as  much  as  we  could  expect  to  get  on 
money  invested,  at  figures  which  would  allow  the  houses  to  te  sold 
on  a  deferred-payment  plan  at  figures  that  the  buyers  could  aflFord  to 
or  would  be  willing  to  pay. 

The  Chairman.  Just  what  do  you  mean  by  that?  You  say  3  or  4 
per  cent  interest  is  all  that  you  could  get? 

Mr.  Fay.  That  is  net — net  return  to  the  investor — after  paying  the 
taxes  and  amortization  charges,  and  so  on.  Up  to  the  present  time 
there  has  been  nothing  tangible  accomplished  in  the  way  of  organi- 
zation, through  the  agency  of  the  city,  of  a  corporation  for  the  build- 
ing of  houses. 

The  Chairman.  And  the  reason  for  that  is  that  you  are  unable  to 
finance  the  proposition,  is  it? 

Mr.  Fay.  That  is  the  primary  difficulty.  There  is  one  other  con- 
dition, too,  which  we  in  Boston  have  seen  and  that  is  the  sale  or 
attempted  sale  by  the  United  States  Housing  Corporation  of  the 
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housing  development  at  Quincy,  Mass.,  at  the  Fore  River  Shipyard, 
where  nouses  have  been  offered  for  sale  at  prices  substantially  oelow, 
I  believe,  the  cost  of  construction  this  year,  and  at  prices  less  than 
the  houses  cost  the  United  States  Housing  Corporation,  and  in  spite 
of  the  relatively  low  asking  price  and  easy  plan  of  deferred  payment 
I  understand,  although  I  have  not  the  figures — we  have  not  been  able 
to  get  them — that  these  houses  are  selling  very  slowly. 

The  Chairman.  Do  you  know  the  reason  for  that  f 

Mr.  Fat.  Partly,  I  think,  because  of  their  location,  which  is  close 
to  the  Fore  River  Shipbuilding  Co.'s  plant.  Many  people  do  not 
care  to  live  there,  and  partly  because  it  seems  to  be  in  the  minds  of 
the  peoi)le  hereabout  that  the  present  prices  for  building  are  abnor- 
mally high  and  are  likely  to  fall  and  to  fall  materially.  In  other 
words,  people  believe  that  if  money  is  invested  to-day  in  houses  the 
value  ox  those  houses  may  shrink  materially  within  a  year  or  two, 
owing  to  a  fall  in  prices  of  materials  and  labor,  and  people  are  con- 
vinced hereabouts,  I  think — that  is,  the  public  at  large — that  prices 
have  risen  to  the  peak,  and  are  likely  to  go  down  to  a  lower  level 
before  many  years  have  passed.  Personally,  it  is  my  own  opinion, 
as  a  civil  engineer  and  one  eng|aged  in  construction  work,  that  we  are 
not  likelj  to  see  ^any  substantial  decrease  in  the  cost  of  building  in 
this  section  for  the  next  few  years. 

The  Chairman.  It  would  seem  that  if  there  is  a  shortage  in 
housing,  that  would  be  all  the  more  reason  why  you  would  not  ex- 
perience much  of  a  decrease  in  the  price  of  houses  in  the  near  future, 
especially  if  people  are  not  going  to  build. 

Mr.  Fat.  That  is  very  true,  Senator. 

The  Chairman.  Mr.  Fay,  have  you  concluded  your  statement? 

Mr.  Fat.  I  will  hand  the  report  of  the  planning  board  to  the  re- 
porter for  filing. 

The  Chairman.  Very  well.  I  want  to  ask  you  whether  there  has 
been  any  suggestion  put  to  your  board  or  to  any  board  that  you  know 
of  that  the  city  should  take  under  consideration  the  modification  of 
your  building  laws,  so  as  to  provide  for  perhaps  a  more  modern  type 
of  construction  of  concrete  buildings  that  might  cheapen  the  cost  of 
construction?  I  do  not  mean  cheap  houses  in  the  sense  that  they 
would  be  poor  houses,  but  at  Baltimore  and  Philadelphia  recently  the 
proposition  was  made  to  our  committee  that  a  modification  oi  the 
Duilding  code  in  some  particulars  in  certain  neighborhoods  might 
perhaps  encourage  the  building  of  houses  that  people  could  buy  at 
more  moderate  prices.  Has  that  ever  been  considered  by  you  or  by 
your  board? 

Mr.  Fat.  That  matter,  Mr.  Chairman,  has  been  discussed  at  differ- 
ent conferences  which  have  been  held  on  the  housing  situation,  and 
while  there  are  many  different  minds  on  the  subject,  I  think  that  the 
opinion  has  been  rather  general  that  any  modification  of  the  building 
laws  which  would  permit  of  a  too  cheap  class  of  building,  so  to  speak, 
would  be  unwise.  The  building  commissioner  of  Boston  is  here,  and 
I  think  he  will  be  glad  to  discuss  that.  He  will  be  called  as  a  wit- 
ness by  Mr.  Nichols,  and  he  may  be  able  to  give  you  some  further 
light  on  that  point. 

The  Chairman.  I  asked  you  that  question  because  you  said  you 
were  an  engineer.   ' 
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Mr.  Fay.  Exactl}'. 

The  Chairman.  In  Xew  York  City  we  have  a  building  law  that 
provides  that  in  certain  sections  of  the  city  frame  houses  may  be 
constructed,  provided  thoy  do  not  occupy  more  than  80  per  cent 
of  the  front  width  of  the  lot.  That  would  permit  a  semidetached 
frame  buildin«:  to  be  erected  in  certain  sections  of  the  city.  Now,  in 
a  brick  house,  built  semidetached,  you  can  have  an  8-inch  front  and 
rear  wall,  and  you  can  have  2-inch  floor  timbers  as  you  can  in  a 
frame  house:  this  reduces  the  cost  of  construction,  but  somehow  or 
other  you  can  not  have  them  in  a  separate  brick  house  under  the 
law,  as  the  code  is  construed.  The  code  should  be  modified  to  permit 
an  8-inch  brick  wall  in  both  types  of  houses.  It  seems  to  me  that  a 
careful  examination  of  c/ur  building  laws  might  be  made  so  as  to 
cut  down  the  cost  of  buildings. 

Mr.  Fay.  A  year  or  two  ago,  Mr.  Chairman,  the  building  code  of 
the  city  of  Boston  was  extensively  revised,  and  at  that  time  a 
revisory  committee  of  builders,  architects,  and  engineers  sat  and  sug- 
gested the  changes,  which  were  later  incorporated  in  a  legislative  act 
and  passed,  so  that  the  building  law  of  Boston  is  perhaps  a  little  more 
up  to  date  than  that  of  some  other  cities,  this  revision  having  taken 
place,  I  think,  in  1918  and  1919. 

The  Chairman.  I  have  found  that  wlienever  a  building  code  is 
modified  or  revised  there  is  a  tendency  to  make  the  character  of  con- 
struction heavier.  In  these  difficult  times  it  would  seem  to  me  a 
question  whether  if  in  some  places  we  have  not  got  to  get  away  from 
that  idea. 

I  want  to  ask  you,  Mr.  Fay,  if  the  large  industries  of  the  city,  the 
large  factories  and  mill  owners,  have  done  anything  towards  solving 
this  question  for  themselves,  for  their  own  employees? 

Mr.  Fat.  There  has  been  practically  nothing  done  within  the  city 
limits  of  Boston.  There  has  been  a  good  deal  done,  or  rather  quite 
a  little,  in  cities  outside  of  Boston,  m  Massachusetts,  and  in  other 
parts  of  New  England ;  and  some  of  the  gentlemen  who  are  here  to- 
day, I  think,  can  testify  along  that  line;  but  there  has  been  very  little 
done  in  the  city  of  Boston  proper,  and  in  csrtain  sections  of  the  city — 
notably  in  Hyde  Park — we  find  the  situation  quite  acute;  that  the 
industries  are  actually  suffering  because  of  a  lack  of  help,  and  that 
lack  of  help  is  due  to  a  lack  of  housing. 

The  Chairman.  Have  you  fixed  in  your  mind  any  definite  ideas  as 
to  what  Congress  might  do  to  help  out  in  this  situation? 

Mr.  Fay.  That  is  a  pretty  broad  question,  Mr.  Chairman,  and  I  do 
not  know  that  I  could  help  you  very  much  in  that  direction.  I  would 
like  to  call  attention,  Mr.  Chairman,  to  the  fact  that  Mr.  Nichols, 
the  chairman  of  the  Boston  transit  commission,  who  represents 
Mayor  Peters  at  this  hearine:,  is  also  the  chairman  of  the  mayor's 
committee  on  rents  and  housing,  which  has  been  doing  notable  work 
all  through  the  spring  and  summer  in  hearing  complaints  and  ad- 
justing difficulties  between  landlord  and  tenant;  and  that  is  a  phase 
of  the  city's  activities  in  this  housing  situation  which  I  think  your 
committee  should  hear. 

The  Chairman.  We  thank  you,  Mr.  Fay.  The  committee  wishes 
to  express  its  appreciation  of  the  part  you  have  played  in  arranging 
this  hearing,  sir. 
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Mr.  Fay.  Not  at  alL  Senator.    It  has  been  a  pleasure. 

Mr.  Nichols.  Mr.  Chairman,  I  think  the  committee  would  be  in- 
terested to  hear  from  Mr.  Wilson,  our  building  commissioner,  as  I 
observe  that,  quite  properly,  the  inquiry  turns  to  the  pra<5tical  mat- 
ter of  building;  which  nas  been  very  much  under  discussion  and  in- 
vestigation by  Mr.  Wilson. 

STATEMENT  OP  MB.  HEBBEBT  A.  WILSON,  BXTILDING  OOMMIS- 

SIONEB,  CITY  OF  BOSTON,  MASS. 

Mr.  Wilson.  Mr.  Chairman  and  members  of  the  honorable  Senate 
committee,  I  have  been  asked  to  appear  before  you  this  morning  to 
present  some  facts  in  relation  to  the  building  operations  in  this  city ; 
and  I  might  state,  perhaps,  at  the  outset  that  Boston  is  differentiated 
from  other  cities  and  towns  in  the  Commonwealth  in  that  we  are 
governed  by  a  law  passed  by  the  legislature — a  statutory  law.  Every 
other  city  and  town  in  the  Commonwealth  makes  its  own  laws  by 
city  ordinance,  through  its  local  city  or  town  government,  with  one 
or  two  exceptions,  perhaps.  We  have  a  general  State  law  regulating 
the  construction  of  theaters  and  garages  and  factory  buildings.  In 
metropolitan  Boston  we  have,  in  addition  to  that,  a  metropolitan 
fire-prevention  commissioner,  who  takes  in  a  section  about  10 
miles  in  area  outside  of  the  statehouse — a  radius  of  10  miles — in 
which  he  has  control  over  certain  buildings  which  are  considered  of 
a  hazardous  nature;  and  he  promulgates  rules  and  regulations  cov- 
ering the  construction  of  that  class  ox  buildings. 

The  fact  that  Boston  has  a  building  law  passed  by  the  legislature 
perhaps  makes  building  operations  in  the  cRy  a  Uttle.more%«rden- 
some  to  the  owner  than  in  some  outside  cities,  and  particularly  towns 
where  no  building  laws  exist.  But  however  that  may  be,  the  legisla- 
ture has  seen  fit  to  set  up  a  code  for  the  city  of  Boston  to  be  gov- 
erned by. 

Now,  1  have  prepared  some  tables  here  which  will  show  the  con- 
struction of  buildings  in  the  city  for  the  past  10  years,  if  you  wish 
to  go  back  that  far,  or  for  the  past  5  years;  and  while  we  can  not 
compare  costs  of  the  past  2  years  with  the  years  of  1916  and  1917, 
perhaps,  because  of  the  increased  cost  of  labor  and  materials,  yet  I 
have  them  prepared  on  that  basis,  if  the  committee  wants  them. 

The  Chairman.  We  will  be  very  glad  to  have  those  tables. 

Mr.  Wilson.  In  1916  the  total  cost  of  buildings  in  the  city  of  Bos- 
ton, including  alteration  work,  was  $27,268,621,  and  the  total  number 
of  buildings  was  6,028. 

In  1917  we  had  4,679  buildings  at  a  total  cost  of  $23,000,000  and 
odd. 

In  1918  we  had  3,979  buildings,  3,600  of  which  were  simply  altera- 
tions, 476  being  new,  at.  a  total  cost  of  $7,706,000. 

That  is  the  lowest  year  the  city  of  Boston  has  ever  had ;  1916  was 
the  peak  year  for  the  city  of  Boston. 

The  Chairman.  That  is,  1916  was  the  largest  year  you  ever  had? 

Mr.  Wilson.  Yes. 

Mr.  Miller.  $27,000,000. 

Mr.  Wilson.  Yes. 

The  Chairman.  I  think  we  could  get  at  the  situation  better  by  the 
total  number  of  new  buildings. 
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Mr.  Wilson.  In  1916  there  were  2,182  new  buildings  constructed 
at  a  cost  of  $22,583,000. 

The  Chairman.  Of  that  total,  how  many  were  dwelling  houses? 
Have  ybn  those  figures? 

Mr.  Wilson.  Yes.    In  1916  we  had  923  dwellings. 

The  Chairman.  Have  you  the  figures  indicating  for  how  many 
families — how  many  families  would  those  dwellings  accommodate? 

Mr.  Wilson.  Yes.  In  1916,  in  the  city  of  Boston,  there  were  629 
buildings — that  includes  all  kinds— dwellings  and  apartment  houses^ 
tenement  houses  of  every  nature,  to  accommodate  3,228  families. 

The  CJhairman.  Now,  1917  ? 

Mr.  Wilson.  In  1917  we  had  151  buildings,  housing  976  families. 

The  Chairman.  Now,  1918? 

Mr,  Wilson.  In  1918  we  had  two  buildings  to  house  six  families. 

The  Chairman.  Do  you  mean  to  say  that  that  is  all  the  building 
you  did  in  1918? 

Mr.  Wilson.  That  is  all  the  new  buildings  there  were  in  1918 — 
two  buildings  to  house  six  families.  These  are  the  three-family 
houses  and  over  that  I  am  giving  you.  The  single  and  two-family 
houses — I  can  give  you  those  if  you  want  them. 

The  Chairman.  I  would  like  to  have  the  total  number.  In  other 
words,  in  1916,  you  built  625  houses  of  the  three-family  type  oi;  over? 

Mr.  Wilson.  Yes. 

The  (^HAiRMAN.  To  house  3,228  families? 

Mr.  Wilson.  Yes. 

The  Chairman.  Now,  in  1917  you  constructed  151  houses  of  the 
three-family  and  over  type;  that  would  accommodate  975  families? 

Mr.  Wilson.  Yes. 

The  Chairman.  And  in  1918  vou  constructed  two  tenements  of  the 
three-family  and  over  type,  to  house  six  families? 

Mr.  Wilson^  Yes.  In  other  words,  there  were  but  two  three-fam- 
ily houses  built  in  Boston  in  1918. 

The  Chairman.  In  1919  how  manv  of  those  tenements  did  you 
build? 

Mr.  Wilson.  Thirty-three. 

The  Chairman.  To  house  how  many  families^ 

Mr.  Wii^oN.  Three  hundred  and  thirty-one  families. 

The  Chairman.  Three  hundred  and  thirty-one  families? 

Mr.  Wii^ioN.  Yes;  and  in  1920,  up  to  the  1st  of  August,  we  had  12 
houses  to  house  159  families. 

The  Chairman.  So  that  in  the  matter  of  tenement  or  apartment 
houses,  or  multiple-family  houses,  as  some  people  call  them,  this 
year,  1920,  in  the  seven  months,  you  have  provided  for  159  families, 
as  as^ainst  in  1916,  in  the  same  period,  alx)ut  1,500  families? 

Mr.  Wilson.  Yes. 

The  Chairman.  That  is,  in  1916? 

Mr.  Wii^soN.  Yes. 

The  Chairman.  So  that  this  year,  so  far,  you  have  only  built 
about  one-tenth 

Mr.  Wii^soN.  Yes:  al>out  one-tenth. 

The  Chairman.  Of  the  numl)er  of  houses  that  you  built  in  1916? 

Mr.  Wii>^oN.  Yes.  Now,  in  1918  we  built  a  total  of  26  dwellings 
to  house  140 
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The  Chairman  (interposing).  Mr.  Wilson,  can  you  go  back  to 
1M6  and  give  us  the  total  number  of  one  and  two  family  houses  built 
in  the  dty  of  Boston,  and  how  many  families  they  would  accommo- 
date, it  vou  can  give  that! 

Mr.  Wilson,  lean  give  you  the  number  of  dwellings,  which  in- 
clude one  and  two  family  houses — 923: 

The  Chairman.  In  1916? 

Mr.  Wilson.  Yes. 

The  Chairman.  Now,  in  1917? 

Mr.  Wilson.  Two  hundred  and  eighty-one. 

The  Chairman.  1918? 

Mr.  Wilson.  Twenty-four. 

The  Chairman.  1919? 

Mr.  Wilson.  One  hundred  and  twenty.  And  57  this  year,  up  to 
August  1. 

The  Chairman.  I  think  the  falling  off  in  housing  in  this  city  is 
perhaps  worse  thaa  in  any  other  city  i  have  yet  heard  of.  • 

Mr.  Nichols.  I  do  not  think  it  is  much  worse  than  New  York. 

Mr.  Wilson.  It  may  be  interesting  to  the  committee  to  know  that 
in  1919  we  constructed  606  new  garages  at  a  total  cost  of  nearly 
$6,000,000. 

Mr.  M1L1.ER.  Could  you  give  us  the  figures  for  garages,  going  back 
to  1916? 

Mr.  Wilson.  Yes,  sir.  In  1916  wo  built  449  garages,  at  a  cost  of 
$3,130,000. 

Mr.  Miller.  That  is,  commercial,  private,  and  all? 

Mr.  Wilson.  Yes. 

Mr.  Miller.  Yes.  We  class  a  building  that  accommodates  one  car 
as  a  garage.    That  was  in  1916.    No,  1917 — the  garages? 

Mr.  Wilson.  In  1917  we  built  393  garages  at  a  total  cost  of  $4,- 
r)00,0(X).  That  is  1917.  Now,  in  1918  we  built  202  garages  at  a  cost 
of  $900,000;  and  in  1919  we  built  606  garages  at  a  total  cost  of  $5,- 
200,000. 

Mr.  Miliar.  And  how  many  this  vear  up  to  date,  please? 

Mr.  Wilson.  I  have  not  the  number  of  garages  up  to  date.  I  can 
get  that  for  you,  if  vou  would  like  to  have  it,  for  this  year. 

The  Chairman.  Very  well:  please  send  that  to  us  at  29  We«st 
Thirty-ninth  Street,  New  York  City. 

Mr.  Wilson.  Garages  to  August  1  of  this  year? 

The  Chairman.  Yes. 

Mr.  Wilson.  Yes,  sir.  Senator:  I  will  get  that  for  you  and  .send 
it  to  you. 

The  Chairman.  Mr.  Wilson,  you  meet  the  men  who  build  houses 
here  every  day,  coming  into  your  office,  do  you  not? 

Mr.  Wilson.  Yes,  sir. 

The  Chairman.  What  do  they  complain  of  the  most,  as  the  reason 
why  they  do  not  build  ? 

SJr.  Wilson.  The  high  cost  of  labor  and  the  scarcity  of  ma- 
terials— principally  now  steel  and  cement.  I  know  of  one  large 
builder  in  this  city  who  has  $25,000,000  worth  of  work  in  this  eastern 
section  of  the  country,  who  has  just  put  45  men  on  the  road  to  try 
to  secure  cement  alone.  Most  of  his  work  is  held  up  on  account  of 
a  lack  of  cement. 
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The  Chairman.  Well,  I  do  not  know  whether  this  committee  can 
help  you  materially  in  that  regard,  but  you  perhaps  heard  my 
announcement  in  the  beginning 

Mr.  Wilson.  Yes,  I  did,  Senator. 

The  Chairman.  That  we  have  a  committee  of  Boston  men  acting 
with  the  railroad  people  tp  relieve  the  situation,  and  if  those  men 
can  come  into  your  office,  as  they  undoubtedly  will,  perhaps  you  can 
help  them  in  some  way. 

Mr.  Wilson.  I  will  be  glad  to  try  to  do  what  I  can. 

The  Chairman.  Have  you  heard  much  complaint  about  a  shortage 
of  money  for  financing  building  operations? 

Mr.  Wilson.  Yes. 

The  Chairman.  Then,  transportation  and  financing  are  your  chief 
troubles  ?  , 

Mr.  Wilson.  Yes. 

The  Chairman.  Do  you  believe,  Mr.  Wilson,  that  the  building 
^operators    would  proceed  here  and  help  to  work  this  thing  out  it 
they  had  material  and  the  money? 

Mr.  Wilson.  I  think  it  would  help  to  a  considerable  extent.  Sena- 
tor. There  is  one  other  thing  which  Mr.  Fay  touched  upon,  and  that 
is  the  fact  that  a  great  many  people  have  the  impression  that  we  are 
at  the  peak  of  this  thing  and  that  the  prices  are  coming  down,  and 
they  do  not  want  to  go  in  and  then  have  the  thing  drop  with  a  build- 
ing that  costs  them  such  exorbitant  prices  on  their  hands. 

The  Chairman.  Have  you  heard  any  suggestion  of  a  combination 
here  in  the  building-material  line  to  fix  prices?  In  other  words,  has 
there  been  any  complaint  made  to  you  of  people  profiteering  unusu- 
ally in  building  materials? 

Mr.  Wilson.  No  ;  that  has  not  come  to  my  knowledge,  Mr.  Chair- 
man. 

The  Chairman.  Have  you  heard  any  complaint  about  inefficiency 
of  labor  in  building? 

Mr.  Wilson.  Yes,  sir;  every  day. 

The  Chairman.  Is  that  as  bad  as  it  was  said  to  be  six  months  ago  ? 

Mr.  Wilson.  Yes;  there  is  just  about  the  same  condition  now  as 
there  was  six  months  ago,  I  should  say. 

The  Chairman.  So  tnat  that  is  a  real  complaint  here — that  labor 
is  not  doing  a  day's  work? 

Mr.  Wilson.  Absolutely, 

The  Chairman.  Is  most  of  your  building  for  housing  purposes 
carried  on  by  men  who  build  by  contract,  or  who  build  for  flie  market, 
as  it  were? 

Mr.  Wilson.  Of  course,  we  have  both,  but  I  think  the  majority  are 
built  by  the  owners  here. 

The  Chairman.  Men  who  build  for  themselves? 

Mr.  Wilson.  Yes. 

The  Chairman.  Who  build  and  rent  or  build  and  sell  ? 

Mc.  Wilson.  Who  build  to  rent,  largely.  Of  course,  there  are 
some  who  build  on  the  speculative  basis. 

The  Chairman.  Have  you  heard  any  complaint  about  financial 
institutions  having  exacted  bonuses  for  loans? 

Mr.  Wilson.  I  nave  heard  of  it,  but  I  do  not  know  anything  about 
it  other  than  hearsay.    That  is  all. 

The  Chairman.  The  committee  thanks  you,  Mr.  Wilson. 
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Mr.  Wilson.  Not  at  all,  Senator.  I  can  leave  a  copy  of  these  tables 
with  the  committee,  if  you  would  like. 

The  Chairman.  Yes;  thank  you,  sir. 

Mr.  Nichols.  Mr.  Chairman,  I  will  now  attempt  to  cover  very 
briefly  some  of  the  work  of  the  mayor's  rent  and  housing  committee, 
which  supplements  the  work  of  the  plannine  board,  and  deals  more 
directly  with  the  relations  between  landlord  and  tenant.  We  were 
appointed,  with  somewhat  indeterminate  powers,  the  latter  part  of 
last  March,  and  we  found  immediately  that  there  were  scores  of  cases 
of  rent  increases,  notices  to  vacate,  and  threatened  evictions,  which 
required  immediate  consideration,  unless  the  courts  were  going  to  be 
seriously  embrarrassed  with  an  unusual  volume  of  business.  This 
committee  has  handled,  since  April  1,  something  over  2,000  com- 
plaints— about  2,400.  It  has  averaged,  you  see,  about  100  complaints 
a  week. 

These  complaints  have  been  based  upon  the  antiprofiteering  laws 
which  were  enacted — one,  the  30-day  notice  law — by  the  legislature 
last  year,  and  the  extension  of  that  law  by  the  legislature  this  year. 
I  have  here  all  of  these  laws,  which  I  think  may  be  of  interest  to  your 
committee. 

The  Chairman.  Yes. 

Mr.  Nichols.  I  may  say  that  they  are  somewhat  like  your  New 
York  laws,  with  which  you  are  perhaps  entirely  familiar. 

The  Chairman.  Yes. 

Mr.  Nichols.  The  rent  and  housing  committee  receives  complaints 
from  a  tenant,  calls  in  the  landlord,  and  attempts  to  fix  up  a  compro- 
mise; and  it  has  been  successful  in  almost  every  case  in  coming  to 
some  kind  of  an  agreement-  I  think  about  50  per  cent  of  our  cases 
have  been  decided — a  little  over  50  per  cent,  perhaps — decided  some- 
what in  favor  of  or  to  some  extent  in  favor  of  the  tenant,  and  some- 
thing like  40  per  cent  have  been  decided  somewhat  in  favor  of  the 
landlord — 30  to  40  per  cent.  The  landlord,  of  course,  is  not  always 
right,  and  neither  is  the  tenant,  but  usually  we  have  been  able  to 
eSect  an  agreement ;  and  we  find  in  most  cases  that  both  parties  really 
want  to  be  fair,  although  in  some  cases  it  would  appear  that  they  do 
not.     That,  however,  has  been  true  more  recently  than  before. 

I  shall  not  speak  at  great  length  about  this,  but  I  wish  to  give  you 
a  somewhat  comprehensive  idea — an  outline— of  the  committee's 
work  as  it  has  proceeded  since  last  spring  and  has  been  carried  for- 
ward during  the  summer  months. 

On  August  6  our  record  showed  something  like  this :  That  out  of 
2,125  cases  the  rent  increases  adjusted  were  469,  the  rent  increases 
found  not  unreasonable  were  196,  tenant  and  owner  agreed  to  adjust 
336,  and  there  were  392  cases  where  there  was  an  eviction  pending  or 
a  summary  process  in  sight;  392  where  there  was  an  extension 
granted  on  the  eviction  notice.  The  extension  was  found  impossible 
on  the  notice  to  vacate  in  only  53  cases-  We  had,  moreover,  a  survey 
from  the  board  of  assessors,  showing  that  about  2,000  tenements  were 
not  inhabited,  and  our  inquiry,  which  was  conducted  by  means  of 
questionnaires  to  the  owners  of  those  tenements,  indicated  that  a 
good  many  of  them  in  the  congested  parts  of  the  city  were  entirely 
unfit  for  habitation;  that  the  owners  could  not  secure  money  with 
which  to  repair  them. 
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The  ordinary  way  of  looking  at  the  housing  situation,  I  confess  it 
was  my  thou^t  that  it  was  a  pjlan  to  get  homes  for  working  men,, 
but  the  experience  of  our  committee  has  shown  that  is  not  the  case* 
We  have  whole  apartment  houses  in  the  best  parts  of  the  city  where 
the  rent  increase  has  been  anywhere  from  40  to  50  per  cent,  and 
where  presumably  a  fair  rate  would  be  not  in  excess  of  25  per  cent. 
Apartments  are  renting  from  $80  to  $100  a  month,  and  for  a  first- 
class  apartment  in  this  city  to-day  the  price  is  from  $100  up  ta 
$1,800,  or  even  $2,500  in  some  cases  for  the  better  class  of  apartments,^ 
and  they  are  readily  taken  at  those  high  figures.  While  we  have  had 
2,400  complaints,  I  do  not  think  that  figure  represents  the  entire 
amount  of  social  unrest  in  this  city,  for  every  family  has  had  an 
increase  in  rent,  and  it  is  only  through  the  very  good  judgment  and 
the  action  of  this  committee  that  you  have  had  anything  like  amicable 
relationship  between  the  two  parties.  I  think,  therefore,  Mr.  Chair- 
man, that  our  conclusions  would  point  to  the  necessity  for  the  con- 
struction of  a  type  of  house  which,  I  think,  is  what  Mr.  Fay  had  iix 
mind,  which  is  a  pretty  good  house ;  and  I  have  sometimes  personally 
thought — and  this  is  my  own  notion  about  it — that  the  trouble  with 
those  houses  in  Quincy  was  that  they  were  built  more  for  operatives, 
who  wanted  or  had  to  live  in  that  vicinity — in  the  vicinity  of  the 
shipyards — and  they  did  not  attract  other  people  who  were  being- 
sorely  pressed  for  quarters. 

The  Chairman.  In  other  words,  that  they  were  for  emergency 
purposes,  where  the  houses  had  to  be  built  at  once,  and  where  people 
would  not  think  of  purchasing  for  a  permanent  home  ? 

Mr.  Nichols.  Yes,  sir;  but  not  that  they  are  not  permanent,  be- 
cause I  think  they  are;  but  I  do  not  believe  the  people  think  they 
are.  That  is  the  trouble.  I  do  not  think  that  people  are  impressed 
with  the  new  type  of  houses.  They  want  something  better.  I  think 
it  is  a  good  house ;  I  think  Mr.  Fay  is  making  goodTiouses,  and  other 
people,  too;  but  it  is  hard  to  get  a  loan  on  them,  and  people  are  a 
little  bit  apprehensive  about  it.  They  do  not  know  whether  that 
house  is  going  to  be  standing  10  years  from  now. 

The  Chairman.  And  then  a  great  many  people  do  not  want  to  live 
so  near  their  places  of  employment  ? 

Mr.  Nichols.  That  is  very  true.  That,  Mr.  Chairman,  is  a  general 
outline  of  what  we  have  been  doing  here.  We  thought  that  our 
work  would  be  greatly  increased  owing  to  the  vacationists  coming 
back,  but,  strange  to  say,  it  has  not  been  increased  in  the  last  week 
or  so.  I  think,  therefore,  that  our  fall  troubles — a  great  many  of 
them — were  fixed  up  in  June.  The  complaint  line  runs  somewhat 
irregularly,  in  rather  a  steady  level;  it  covers  rather  a  plane;  it  does 
not  go  shooting  up  this  way  and  then  back  again.  I  think  we  will 
have  a  little  increase  in  October. 

This  situation  is,  of  course,  complicated  by  a  great  many  other 
considerations.  There  is  quite  a  movement  here  to  sell  apartments 
on  various  schemes,  and  I  do  not  like  to  pass  on  them.  There  are 
some  people  who  are  buying  houses  to-day.  Our  committee  exam- 
ined the  city  along  in  June,  and  I  guess  I  personally  looked  at  a 
hundred  houses,  and  the  prices  of  those  houses  were  exceedingly- 
high.  Thev  were  way  up  m  the  fl,ir,  and  they  could  not  sell  them,, 
but  some  ol  those  prices  nave,  I  think,  come  down,  and  you  can  buy 
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a  vacant  house  to-day  in  Boston  a  little  cheaper  than  you  could  two 
or  three  months  ago,  and  there  are  a  good  many  vacant  houses ;  but 
the  prices  are  even  now  so  high  that  many  people  will  not  buy  them, 
and  they  will  only  buy  when  there  has  been  some  deflation  in  credit ; 
and  it  seems  to  me  that  the  problem  is  one  of  deflation  more  than 
anything  else ;  that  hibor  and  materials  will  have  to  be  made  avail- 
able for  building,  and  then  the  people  will  build  and  buy.  But  all 
of  that  will  be  more  fully  discussed  by  other  people,  and  I  do  not 
wish  to  take  up  any  more  time.  We  have  with  us  the  mayors  of 
various  cities,  and  I  know,  Mr.  Chairman,  that  you  will  be  interested 
to  hear  their  stories. 

The  Chairman.  Indeed,  we  shall,  Mr.  Nichols. 

Mr.  XicHOLs.  I  am  going  to  call  first  on  Mayor  Adams,  of  Spring- 
field, if  he  is  here.  * 

STATEMENT  OF  HON.  ARTHUR  A.  ADAMS,  MATOR  OF 

SPRINGFIELD,  MASS. 

Mr.  Adams.  Mr.  Chairman  and  gentlemen,  I  have  not  very  much 
to  say,  except  that  Springfield,  in  common  with  other  cities  in  our 
vicinity,  at  least  is  suffering  on  account  of  a  shortage  of  houses.  Of 
course,  rents  have  gone  up,  and  the  rent  situation  in  Springfield  to- 
day is  acute. 

Springfield  is  grqwing  very  rapidly,  and  the  construction  of  new 
houses  is  not  by  any  means  keeping  pace  with  the  demand  of  our 
new  people. 

The  Chairman.  What  is  the  population  of  Springfield,  Mr. 
Mayor  ? 

Mr.  Adams.  Springfield  has  130,000  population. 

The  Chaikman.  And  how  much  has  that  increased  in  the  last  10 
years? 

Mr.  Adams.  About  45  per  cent. 

The  Chairman.  That  is  a  very  large  increase,  sir. 

Mr.  Adams.  Yes ;  Springfield  is  making  very  rapid  strides. 

The  Chairman.  Has  that  been  caused  by  the  location  there  of  in- 
dustries of  different  characters? 

Mr.  ^Vdams.  Yes;  there  are  industries  of  various  kinds  located  in 
Springfield.  You  might  say  that  Springfield  is  a  city  of  diverse  in- 
dustry, and  its  location  on  railroads,  north  and  south  as  well  as  east 
and  west,  is  very  advantageous;  and  probably  on  that  account  and  on 
account  of  the  highly  skilled  mechanics  which  can  be  obtained  there 
Springfield  is  selected  by  these  manufacturing  industries  in  the  estab- 
lishment of  their  branch  and  original  plants. 

The  Chairman.  And  it  looks,  does  it,  as  if  that  increased  popula- 
tion is  of  a  permanent  character,  Mr.  Mayor? 

Mr.  Adams.  Absolutely  so.  I  see  no  indications  of  any  reduction 
in  Springfield's  population.  In  fact,  I  think  this  same  growth  will 
undoubtedlv  be  maintained. 

We  find  that  cement,  which  is  so  difficult  to  obtain — that  the  lack 
of  cement  is  interfering  with  the  city's  street  and  sewer  construc- 
tion program.  Presumably  the  causes  for  the  nonreceipt  of  cement 
are  more  or  less  complex,  but  we  see  defects  in  transportation  and 
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the  inability  of  the  manufacturers  to  secure  coal  as  the  probable  rea- 
sons for  the  delays. 

The  Chairman.  You  say  that  the  manufacturers  are  complaining 
of  a  shortage  of  coal  and  of  the  high  prices  of  coal  ? 

Mr.  Adams.  Yes.  Coal,  as  you  know,  is  not  arriving  in  Spring- 
field; at  any  rate,  as  rapidly  as  it  is  desired.  Consequently  the  price 
is  going  up,  and  the  people  are  more  or  less  alarmed  in  the  city  over 
their  inability  to  obtain  coal. 

The  Chairman.  I  understood  you  to  say,  Mr.  Mayor,  that  people 
building  houses,  and  also  your  public  works,  are  complaining  about 
nondelivery  of  cement? 

Mr.  Adams.  Yes. 

The  Chairman.  And  other  building  materials  ? 

Mr.  Adams.  Yes. 

The  Chairman.  I  mijrht  sav,  in  connection  with  that,  that  there 
has  been  a  committee  appointed  here  in  Boston  which  will  arrange 
witli  the  railroads  to  cover  all  the  cities  of  this  State  in  an  effort 
to  obtain  materials  when  they  are  needed  very  badly. 

Mr.  Adams.  You  mean  building  material  ? 

The  Chairman.  Yes. 

Mr.  Adams.  And  coal? 

The  Chairman.  No;  dealing  only  with  building  materials.  We 
are,  however,  giving  attention  to  the  coal  situation  ourselves  and  we 
to  induce  the  Shipping  Board  to  help  us.  To-day,  as  you  may  know, 
it  costs  a  dollar  and  a  half  more  a  ton  to  bring  coal  to  New  England 
by  the  rail-and-water  route  than  it  does  by  rail  direct;  but  we  are 
endeavoring  to  induce  the  Shipping  Board,  even  at  a  loss,  to  bring 
coal  to  New  England  in  this  emergency. 

Mr.  Adams.  I  see. 

The  Chairman.  Even  at  a  loss,  if  necessary,  directly  from  New- 
port News  by  water,  so  as  to  relieve  the  other  transportation  facil- 
ities— the  rail  facilities — of  the  heavy  burdens  now  on  them. 

Mr.  Adams.  I  certainly  hope  that  may  be  done. 

Mr.  Nichols.  Mr.  Mayor,  how  far  up  is  the  Connecticut  River 
navigable,  or  is  it  possible  to  take  tidewater  coal  up  the  Connecticut 
River  to  supply  Hartford  and  Springfield  ? 

Mr.  Adams.  Yes;  the  smaller  barges  can  be  transported  to  Hart- 
ford, which  is  about  35  or  40  miles  from  Long  Island  Sound ;  but  the 
Connecticut  River  is  not  navigable  above  Hartford.  We  have  here 
this  morning  men  who  are  competent  to  talk  on  these  different  sub- 
jects, and  I  would  like  to  suggest  that  our  building  commissioner, 
Mr.  Lumis,  is  prepared  to  furnish  you  with  statistics  as  to  building 
operations  during  recent  years,  and  Mr.  Adolph  Gilbert,  connected 
with  the  Chapman  Valve  Manufacturing  Co.,  can  give  you  informa- 
tion as  to  the  manufacturing  industries  and  the  effects  of  these  con- 
ditions upon  them ;  and  we  have  also  Mr.  John  W.  Brand,  who  is 
treasurer  of  the  Springfield  Institution  for  Savings,  who  may  be 
able  to  impart  some  knowledge  as  to  the  financial  situation  in  its  re- 
lation to  the  building  situation.  Then,  Secretary  Jackson,  of  our 
chamber  of  commerce,  is  also  here,  who  will  perhaps  touch  upon  the 
mercantile  phase  or  side  of  this  matter.  We  also  have  Mr.  Leslie  H. 
Allen,  who  is  connected  with  Fred  T.  Ley  Co.,  of  Springfield,  a  large 
construction  company,  who  will  give  you  some  information  as  to  the 
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housing  and  building  industry.  Is  there  anything  further,  Mr. 
Chairman  ? 

The  Chairman.  Mr.  Mayor,  have  you  any  concrete  suggestion  to 
make  to  the  committee  that  you  think  would  be  helpful  in  working 
out  some  kind  of  Federal  assistance  to  relieve  your  difficulties  ? 

Mr.  Adams.  I  am  sorry.  Senator,  to  say  that  I  have  not. 

The  Chairman.  I  douot  if  the  transportation  situation  can  im- 
prove that  in  any  really  material  way  until  the  coal  situation  is  taken 
care  of.    The  matter  of  financing,  of  course,  is  a  difficult  one  ? 

Mr.  Adams.  Yes. 

The  Chairman.  Perhaps  you  may  have  formulated  in  your  own 
mind  some  ideas  on  the  subject? 

Mr.  Adams.  I  regret,  sir,  that  I  do  not  feel  competent  to  suggest 
anything  in  a  concrete  way. 

The  Chairman.  If  in  the  meantime  anything  does  suggest  itself 
to  you,  I  will  bie  very  glad  to  have  you  write  me  about  it. 

Mr.  Adams.  I  thank  you  very  much.  Senator.  I  shall  be  very 
much  pleased  to  do  so. 

Mr.  Nichols.  Mr.  Chairman,  we  have  here  the  gentlemen  of  whom 
Mayor  Adams  spoke.  I  notice  that  Mayor  Kay,  of  Fall  River,  is 
here ;  Mayor  Ashley,  of  New  Bedford,  a  representative  of  the  mayor 
of  Chelsea ;  Mayor  Creamer,  of  Lynn ;  and  Mr.  Reidy,  of  the  Wor- 
cester Housing  Corporation.  I  think  that  is  quite  a  program,  but 
I  hope  we  can  cover  all  of  it  by  1  o'clock;  ana  I  am  going  to  ask 
Mayor  Adams  if  Mr.  Gilbert  is  here?  ' 

Mr.  Adams.  Yes;  Mr.  Gilbert  is  here. 

Mr.  Nichols.  All  right,  Mr.  Gilbert. 

STATEMENT  OF  MB.  A.  W.  GILBERT,  OF  THE  CHAPMAN  VALVE  CO., 

SPRINGFIELD,  MASS. 

The  Chairman.  Mr.  Gilbert,  you  are  a  manufacturer? 

Mr.  Gilbert.  Yes,  sir. 

The  Chairman.  And  how  many  men  do  you  employ  ? 

Mr.  Gilbert.  About  700  men,  sir.  We  have  no  housing  proposi- 
tion connected  with  our  factory,  although,  as  manufacturers,  we  came 
to  the  conclusion  that  we  will  have  to  do  something  of  that  kind  for 
our  men  ourselves  as  a  factory.  All  the  evidence  we  can  obtain  is 
that  it  is  very  difficult  to  get  houses  built  with  the  idea  of  making 
any  profit  on  them,  and  we  believe  that  that  is  one  of  the  responsi- 
bilities of  the  manufacturer,  to  look  after  himself,  to  a  certain 
extent,  under  present  conditions.  Our  men  show  a  disposition 
and  a  willingness,  and  they  are  able  to  purchase  homes  at  cost 
prices,  if  we  care  to  build  them ;  but  we  have  not  gone  into  it  so  far, 
and  I  know  very  little  about  the  housing  question  personally,  except 
just  what  we  have  decided  on  as  manufacturers,  and  we  really  in- 
tend to  proceed  and  build  houses  for  our  men  to  a  certain  extent. 

The  Chairman.  Mr.  Gilbert,  our  inquiries  have  developed  the  fact 
that  a  great  many  manufacturers  throughout  the  country,  realizing 
the  need  of  providing  homes  for  their  men,  are  going  into  this  propo- 
sition of  erecting  attractive  homes  for  their  men  and  selling  them 
at  cost. 

Mr.  Gn^BERT.  Yes. 


452  RECOl^STRUCTION  AND  PRODUCTION. 

The  Chairman.  And  placing  a  first  mortgage  on  the  houses 
through  some  outside  agency,  and  then  taking  a  second  mortgage  in 
some  form  or  other,  and  having  it  arranged  in  such  a  way  that  it 
can  be  paid  off  in  installments. 

Mr.  Gilbert.  That  has  been  our  conclusion,  too. 

The  Chairman.  I  know  of  some  splendid  arrangements  of  that 
character  throughout  the  country,  and  it  seems  to  me  that  would  be 
a  most  helpful  thing  for  the  successful  manufacturers  of  the  country 
to  take  up  seriously. 

Mr.  Gilbert.  Our  men  are  willing  to  pay  8  to  10  per  cent  of  the 
cost  in  cash,  with  the  company  to  carry  the  balance,  and  to  pay  it 
off  in  small  amounts. 

The  Chairman.  I  think  where  you  go  out  and  build  30  or  40  or 
e\en  50  houses  at  one  time,  and  purchase  your  material  at  wholesale, 
as  it  were,  you  can  arrange  for  your  transportation  of  materials,  and 
you  can  cut  down  your  cost  perhaps  25  per  cent. 

Mr.  (jiLBERT.  Yes ;  I  think  so. 

The  Chairman.  And  then,  if  you  sell  them  at  cost,  you  would  get 
out  safely. 

Mr.  Gilbert.  Yes.  I  presume  we  would  not  attempt  to  build  less 
than,  say,  20  or  25  houses  at  one  time,  and  from  that  on  up  to  50,  I 
think,  would  be  better.  I  think  the  payments  could  he  taken  care  of 
by  the  men  in  that  way,  if  the  company  would  assist  them. 

The  Chairman.  That  is  the  most  commendable  thing  I  know  of 
that  the  manufadturers  could  do,  and  I  think  the  manufacturers  of 
this  section  of  the  country  should  give  that  matter  serious  considera- 
tion. 

Mr.  Gilbert.  I  think  they  are  doing  so  now,  Mr.  Chairman. 

The  Chairman.  Is  that  all  j^ou  have  to  say,  Mr.  Gilbert  ? 

Mr.  Gilbert.  Yes,  Senator. 

The  Chairman.  Thank  you,  Mr.  Gilbert. 

Mr.  Nichols.  Now,  let  us  have  Mr.  John  W.  Brand,  treasurer  of 
the  Springfield  Institution  for  Savings,  of  Springfield,  Mass. 

STATEMENT  OF  MB.  JOHN  W.  BBANS,  TBEASIJBEB  SPBINGFIELD 
INSTITUTION  FOB  SAVINOS,  SFBINOFIELD,  MASS. 

The  Chairman.  Mr.  Brand,  I  believe  you  are  treasurer  of  the 
Springfield  Institution  for  Savings? 

Mr.  Brand.  Yes,  sir. 

The  Chairman.  That  is  a  mutual  savings  institution,  is  it? 

Mr.  Brand.  Yes ;  mutual  savings  bank. 

The  Chairman.  How  much  have  you  on  deposit? 

Mr.  Brand.  A  little  under  $29,000,000. 

The  Chairman.  How  long  has  that  bank  been  in  existence  ? 

Mr.  Brand.  Since  1827 — ninety-odd  years. 

The  Chairman.  You  loan  money  on  first  mortgages  on  improved 
real  estate  ? 

Mr.  Brand.  Yes. 

The  Chairman.  What  is  the  law  in  this  State  as  to  the  percentage 
of  deposits  that  you  may  loan  in  that  way  ? 

Mr.  Brand.  We  may  not  loan  over  70  per  cent,  but,  as  a  matter 
of  fact,  most  banks  limit  the  percentage  to  somewhat  less  than  that, 
in  order  to  have  their  assets  in  more  liquid  shape. 
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The  Chairman.  About  what  percentage,  if  you  know,  have  the 
!savings  banks  of  this  State  loaned  on  mortgage?' 
Mr.  Brand.  Roughly,  60  per  cent. 

The  Chair3ian.  And  have  you  loaned  that  much  ? 

Mr.  Brand.  Ours  is  a  little  under  60  per  cent ;  it  is  about  58  or  59 
per  cent.    It  fluctuates,  of  course. 

The  Chairman.  You  try  to  loan  that  money  in  small  amounts, 
do  you  ? 

Mr.  Brand.  Yes. 

The  Chairman.  That  is  to  say,  in  sums  of'  $3,000,  $5,000,  or 
■$10,000? 

Mr.  Brand.  Yes. 

The  Chairman.  Eather  than  in  large  amounts? 

Mr.  Brand.  Yes.  Of  course,  we  have  some  demand  for  large  busi- 
ness loans,  which,  of  course,  we  take  care  of  as  far  as  we  can ;  but,  as 
:a  matter  of  fact,  most  of  our  loans  are  small. 

The  Chairman.  They  average  about  how  much,  please? 

Mr.  Brand.  Around  $3,000. 

The  Chairman.  What  amount  have  you  loaned  on  bond  and  mort- 
ice ?     Have  you  the  total  there  ? 

Mr.  Brand.  Yes.  With  our  institution  we  have  a  little  over 
$16,000,000  at  the  present  time,  and  our  deposits  are  $28,800,000,  so 
you  see  that  is  nearly  60  per  cent. 

The  Chairman.  And  what  rate  of  interest  do  you  charge? 

Mr.  Brand.  Five  and  a  half  per  cent. 

The  Chairman.  Has  the  rate  of  interest  been  increased  in  the 
last  four  or  five  years? 

Mr.  Brand.  We  increased  it  one-half  of  1  per  cent  in  1918. 

The  Chairman.  So  in  the  period  of  1914, 1915,  and  1916  you  were 
-charerincT  5  f)er  cent  ? 

Mr.  Brand.  Yes. 

The  Chairman.  And  now  you  are  charging  5^  per  cent  ? 

Mr.  Brand.  Yes. 

The  Chairman.  How  do  you  loan  that  money?  Directly  to  the 
l>uilder? 

Mr.  Brand.  Preferably  to  the  home  maker.  Of  course,  if  a  builder 
comes  in  with  a  satisfactory  loan  we  take  it. 

The  Chairman.  Is  it  the  practice  in  Springfield  for  the  builder  to 
erect  homes  and  sell  them,  or  does  the  home  owner  build  his  own 
home  on  his  own  account  ? 

Mr.  Brand.  Both  ways,  Senator. 

The  C'Hairman.  Do  you  loan,  normally,  60  per  cent? 

Mr.  Brand.  Under  the  law  we  can  not  loan  over  60  per  cent.  It 
depends  upon  the  supply  and  demand  with  us,  whether  we  go  as 
Tiigh  as  60.  Recently,  for  the  last  six  months,  we  have  been  lending 
very  freely  indeed.  We  have  made  more  loans  than  we  have  ever 
made  in  a  similar  time  before ;  there  has  really  been  so  great  a  de- 
mand that  we  have  been  picking  and  choosing  our  loans.  We  have 
loaned  not  60  per  cent,  but  we  have  loaned  to  a  greater  number  than 
^we  have  ever  loanec]  to  before  in  a  similar  time. 

The  Chairman.  Your  loans  have  been  three  or  four  years  ago 
from  50  to  60  per  cent,  perhaps,  of  what  you  believed  or  appraised 
:as  the  value  of  the  property  ? 

Mr.  Brand.  Yes. 
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The  Chairman.  And  now,  with  the  cost  of  labor  and  material 
more  than  double,  as  it  is,  about  what  is  your  practice  to-day  ? 

Mr.  Brand.  It  is  hard  to  give  you  a  definite  statement  as  to  a  per- 
centage or  any  general  percentage  which  we  loan,  because  we  deter- 
mine that  more  particularly  as  to  the  individual  case ;  that  is  to  say, 
we  consider  each  case  individually,  as  a  separate  proposition  entirely. 
We  do  not  say  that  we  are  lending  30  or  40  or  50  per  cent  to-day, 
but  we  are  lending  what  we  think  tne  property  will  safely  stand. 

The  Chairman.  It  depends,  of  course,  a  good  deal  upon  the  man 
you  are  loaning  to  ? 

Mr.  Brand.  Yes ;  and  the  conditions  and  the  locality. 

The  Chairman.  Yes.  Is  your  bank  loaning  as  large  a  proportion 
of  your  deposits  on  mortgage  to-day  as  it  did  five  years  ago  ? 

Mr.  Brand.  It  is  larger. 

The  Chairman.  Larger? 

Mr.  Brand.  Yes;  the  figures  that  I  have  here  will  answer  that. 
From  May,  1919 — and  I  take  that  period  because  that  was  at  the 
time  when  the  fifth  victory  loan  was  over  and  we  were  practically 
released  from  Governmental  restrictions  on  our  mortgage  loans — 
from  May  to  August  20  the  institution  that  I  am  with  has  loaned 
over  $3,000,000  in  mortgage  loans.  In  that  period  our  deposits  have 
increased  $2,000,000— $2,600,t)00,  roughly. 

The  Chairman.  You  said  a  moment  ago  that  out  of  your  total 
deposits  now  you  have  loaned  on  bond  and  mortgage  about  58  per 
cent? 

Mr.  Brand.  Somewhere  between  58  and  59  per  cent ;  yes. 

The  Chairman.  Is  it  possible  for  you  to  tell  us  what  percentage 
you  had  loaned  of  your  total  •  deposits  on  bond  and  mortgage  five 
years  ago? 

Mr.  Brand.  I  think  so,  if  you  will  excuse  me  a  moment? 

The  Chairman.  Yes. 

Mr.  Brand.  I  think  I  have  that  data  here.  It  would  be,  roughly, 
around  55  per  cent — something  like  that,  but  I  think  I  have  it  here 
exactly.    No,  I  find  that  I  do  not  have  it  here. 

The"  Chairman.  Very  well.  You  are  quite  sure  that  your  per- 
centage of  loans  on  mortgages  on  real  estate  is  higher  now  than  it 
was? 

Mr.  Brand.  It  is  certainly  as  high.  We  have  meant  to  keep  our 
mortgage  loans  around  60  per  cent. 

The  Chairman.  The  income  on  mortgage  loans  made  by  you  is 
free  from  all  Government  taxation  ? 

Mr.  Brand.  All  of  our  income  is  free  from  Government  taxation. 

The  Chairman:  Have  you  heard  of  any  savings  institutions  in 
your  part  of  the  State  demanding  bonuses  for  loans  on  real  estate? 

Mr.  Brand.  It  is  against  the  law. 

The  Chairman.  But  have  you  heard  of  any  such  thing? 

Mr.  Brand.  Xo  ;  I  have  not. 

The  Chairman.  Have  you  heard  of  savings  banks  where  applica- 
tions are  made  for  loans  o5f  some  considerable  amount — say,  a  hundred 
thousand  dollars — requiring  the  borrower  to  take  Liberty  bonds  at 
par? 

Mr.  Brand*  I  have  only  heard  of  such  thinf^.  I  have  had  propo- 
sitions made  to  me  by  real  estate  brokers,  putting  that  up  as  a  propo- 
sition to  me. 
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The  Chairman.  As  an  inducement  to  have  you  make  the  loan  ? 

Mr.  Brand.  Yes ;  as  an  inducement  to  have  me  make  the  loan,  but 
we  have  never  done  it. 

The  Chairman.  I  am  very  glad  to  hear  that,  Mr.  Brand.  I  do  not 
think  a  savings  bank  ought  to  do  that.  I  know  that  you  are  carrying 
Liberty  bonds  on  your  books  to-day  at  a  considerable  loss  under  what 
you  paid  for  them,  and  that  is  unfortunate,  of  course. 

Mr.  Brand.  Yes. 

The  Chairman.  But  they  will  all  come  back  in  time ;  but  I  think  it 
is  a  very  reprehensible  thing  for  any  savings  institution  to  do  any- 
thing of  that  kind  in  this  critical  situation,  at  any  rate;  and  I  am 
very  glad,  indeed,  to  know  that  you  are  not  doing  it,  and  I  am  very 
glad  to  have  that  on  the  record. 

Mr.  Brand.  In  less  than  16  months  we  have  made  769  mortgage 
loans. 

The  Chairman.  That  is  a  splendid  record.    I  congratulate  you. 

Mr.  Brand.  And  of  that  number  745  have  been  on  residential  prop- 
erties— one,  two,  three,  or  more  houses.  The  combined  banks  of 
Springfield — I  have  the  figures  here,  which  I  can  leave  with  you,  if 
you  would  like  to  have  them 

The  Chairman.  Yes. 

Mr.  Brand.  Have  loaned  very  freely.  They  have  made  1,060  loans 
in  the  last  16  months  on  mortgages. 

The  Chairman.  What  percentage  of  those  loans  are  loans  on  old 
buildings  where  people  have  had  their  loans  called  by  private  indi- 
viduals, and  that  you  are  taking  care  of  for  them  ? 

Mr.  Brand.  Probably  a  large  percentage  of  them  are  on  old  build- 
ing, but,  of  course,  we  do  not  really  go  into  the  question  of  whether 
it  IS  new  or  old  construction,  when  the  loan  comes  up  to  us. 

The  Chairman.  Oh,  of  course  not. 

Mr.  Brand.  But  a  large  proportion  is  on  old  construction.  To-day 
they  want  more  on  new  construction  than  we  feel  that  we  would  care 
to  let  them  have,  in  the  majority  of  cases — a  larger  percentage,  1 
mean. 

The  Chairman.  Do  you  think  that  the  exemption  of  the  income  on 
mortgages  from  Federal  taxation  would  be  helpful,  or  is  it  necessary 
to  relieve  the  situation  ? 

Mr.  Brand.  I  should  hardly  think  so.  It  might  be  helpful,  but  it 
would  be  unjust  in  another  way,  looking  at  it,  it  seems  to  me. 

The  Chairman.  I  thank  you,  Mr.  Brand. 

Mr.  Brand.  Not  at  all,  Senator. 

Mr.  Nichols.  Now,  Mr.  Leslie  H.  Allen,  of  the  Fred  T.  Ley  Co., 
Springfield,  Mass. 

A  Voice.  Mr.  Allen  is  not  here. 

Mr.  Nichols.  Very  well.  Then  we  will  hear  from  Mr.  Charles  S. 
Ashley,  mayor  of  New  Bedford,  Mass. 

STATEHEHT  OF  HON.  CHARLES  S.  ASHLEY,  HATOE  OF  NEW 

BEDFORD,  MASS. 

Mr.  Ashley.  Mr.  Chairman  and  gentlemen.  I  will  give  you  a  syn- 
opsis of  the  growth  of  the  city  of  New  Bedford's  dwellings  since 
1913.    That  may  be  of  interest  to  you. 

The  Chairman.  Yes. 
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Mr.  Ashley.  In  1913  the  dwellings  erected  were  425.  The  tene- 
ments contained  in  those  were  820;  in  1914,  the  dwellings  erected 
were  406,  with  808  tenements;  1915,  363  dwellings,  with  699  tene- 
ments ;  1916,  356  dwellings,  with  662  tenements ;  1917,  98  dwellings, 
with  128  tenements;  1918,  83  dwellings,  with  101  tenements;  1919, 
269  dwellings,  with  396  tenements ;  1920,  to  August  25, 121  dwellings, 
with  176  tenements. 

Now,  the  city  of  New  Bedford  to-day  has  under  construction 
manufacturing  plants  to  the  amount  of  over  $5,000,000.  That  is, 
without  the  machinery,  which  would  probably  be  three-quarters  of 
that  amount;  probably  it  would  be  $7,500,000,  if  not  more — the 
total  of  that— which  is  under  construction,  consisting  of  the — 

Coat. 

Manomet  MiU  CJorporation,  new  niiU,  King  Street $1,500,000 

National  Spun  Silk  Co.,  new  mill,  Bullard  Street 1,000,000 

Nashawena  Mills,  new  weave  mill,  new  waste  mill 1,000,000 

Beacon  Manufacturing  Co.,  new  weaving  mill 500.000 

Butler  Mill  Corporation,  new  picker  mill 200,000 

Palrhaven  Mills  Corporation,  addition  and  alterations 200,000 

Passaic  Mills,   additions 150,000 

W.  C.  Jones  Co.  (Inc.),  additions  and  alterations 300,000 

Wamsutta  Mills,  additions  and  alterations 200,000 

Sharp   Manufacturing  Co.,   addition 100,000 

J.  C.  Rhodes  Co.,  enlargement  of  plant 300,000 

Whitman  Mills,  new  waster  mill 100,000 

New  Bedford  Waste  Co.,  additions 75,000 

Hill  &  Cutler  Co.,  addition  to  waste  mUl 50,000 

Total 5, 675, 000 

That  means,  Mr.  Chairman,  an  increase  or  at  least  10,000  in  help, 
which  means  30,000  additional  people  coming  into  the  city  of  New 
Bedford  in  the  next  18  months.  These  mills  are  just  being  put  under 
cover — the  tops  of  them  are  being  put  on,  and  some  of  them  are 
finished  outside  of  the  machinery. 

New  Bedford  stands  to-day  from  1.500  to  2,000  houses  short  of 
the  number  necessary  to  take  care  oi  the  people  there  to-day  as 
they  should  be  taken  care  of.  There  is  not  a  day  in  the  week  that 
there  are  not  from  one  to  five  people  who  come  into  my  office  in 
this  way :  "  Mr.  Mayor,  I.  have  had  a  notice  of  eviction ;  not  for 
nonpayment  of  rent,  but  because  the  house  has  been  sold.  I  can 
pay  my  rent,  but  I  can  not  find  a  place  to  move  into.  I  have  got 
five  children,"  or  "  I  have  three  children,"  as  the  case  may  be,  "  and 
I  cannot  get  in,  even  if  there  is  a  place,  because  I  have  those  chil- 
dren." Now,  in  each  and  every  case  of  that  kind  I  have  looked  up 
the  facts;  have  looked  up,  when  they  have  brought  up  the  ques- 
tion of  paying  more  rent,  the  investment  in  each  and  every  case, 
and  I  have  up  to  date  found  but  two  cases  where  it  was  profit- 
eering, where  it  was  not  some  specific  reason  for  it;  that  they  did 
not  want  to  evict  them,  but  they  wanted  them  to  get  out  because 
they  had  sold,  or  because  somebody  had  leased.  In  fact,  houses  have 
changed  hands  in  New  Bedford  10  times  in  five  months — and  that 
is  not  exceptional.  They  have  been  sold  to  one  party,  and  then 
in  another  week  sold  to  some  one  else,  and  in  four  davs  sold  to 
some  one  else,  and  so  on. 

The  Chairman.  The  shortage  of  houses  is  so  great? 

Mr.  Ashley.  The  shortage  of  houses  is  so  great ;  yes. 
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The  Chairman.  That  people  are  bidding  against  each  other  for 
them? 

Mr.  Ashley.  Yes,  Senator.  That  is  just  the  case.  They  go  to 
the  door  bells  and  pull  them  and  ask  "  what  will  you  take  for  this 
piece  of  property  ?  "  The  State  of  Massachusetts,  as  you  of  course 
know,  has  passed  a  law  that  gives  each  and  every  city  the  right  to 
expend  1  per  cent  of  its  total  valuation,  and  in  our  case  it  would  be 
$1,800,000;  and  I  think  that  the  city  of  New  Bedford  is  the  only 
city  in  the  Commonwealth  of  Massachusetts  that  has  adopted  that 
law.  We  have  adopted  it.  That  law  is  based  as  follows.  It  is 
chapter  554  of  the  acts  of  1920,  relative  to  the  providing  of  shelter 
by  cities  for  their  inhabitants  in  case  of  emergency,  and  it  provides 
as  follows : 

Upon  the  proclamation  of  the  mayor  that  a  public  exigency,  emergency,  or 
distress  exists  because  of  Insufficient  supply  of  shelter  or  available  dwellings 
the  city  may  acquire  by  purchase  or  take  by  right  of  eminent  domain  unim- 
proved or  improved  realty  in  fee,  may  improve  the  same,  or  may  dispose  of 
the  same,  all  in  a  manner  to  provide  shelter  and  to  aftord  adequate  relief. 

The  ordinary  provisions  with  reference  to  taking  by  eminent  do- 
main shall  apply. 

The  city  may  borrow  money  outside  of  the  debt  limit,  not  exceed- 
ing 1  per  cent  of  its  assessed  valuation,  and  may  issue  10-year  notes  or 
bonds  therefor.  Any  taking  or  purchase  must  be  made  before 
February  1,  1922. 

From  the  foregoing  it  is  apparent  that  the  city  may  take  land  with 
buildings,  may  improve  buildings  upon  land  taken,  and  may  erect 
new  structures.  There  are  no  provisions  in  the  law  relating  to 
handling  the  property  after  the  taking,  as.  to  how  the  same  is  to  be 
occupiea,  rented,  or  used. 

Now,  you  see  it  has  a  10-year  clause,  that  it  shall  be  paid  for  in 
10  years. 

Now,  of  course,  there  is  one  argument  in  opposition  to  that,  and 
that  is  as  to  the  expenditure  of  the  city's  money  or  the  public  money 
as  against  private  capital,  and  that  we  do  not  wish  to  do  if  private 
capital  will  take  care  of  it ;  but  private  capital  is  not  taking  care  of 
it,  and,  in  our  position,  I  believe  that  it  is  our  duty ;  and  what  we 
are  here  to-day  to  find  out  is  if  there  is  any  policy  that  has  been 
formed  by  the  State  of  Massachusetts  or  by  the  mayors  of  the  diflfer- 
ent  cities  which  may  have  adopted  this — I  know  of  none  that  has, 
but  thev  may  have — in  order  that  some  united  and  concerted  policy 
might  be  adopted  or  formulated  that  would  be  the  same  in  every 
<^ity. 

For  instance,  this  is  an  open  door;  we  can  go  out  and  condemn,  we 
can  buy,  we  can  build.  Xow,  what  is  the  policy  that  is  to  be  adopted 
in  that  way  for  10  years?  Shall  we  say  that  a  man  can  purchase 
the  city's  property,  or  one  of  these  houses,  if  he  will  pay  25  per  cent 
down  and  the  balance  in  the  way  of  rental?  That  will  take  it  up  in 
10  years — or  shall  we  take  some  other  form,  or  one  city  might  adopt 
one  policy  and  another  city  another  kind  of  policy.  We  can  bond 
outside  of  our  bonding  rights  or  capacity  for  this  purpose.  Every 
city  can  do  the  same  thing.  New  Bedford  is  no  different  from  the 
rest  of  them.  This  is  a  State  bill.  Now,  it  is  a  ticklish  matter  as 
to  the  form  or  method  of  going  about  it,  to  get  into  the  proper  form 
to  carry  it  out. 
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Again,  personally,  I  do  not  believe  in  colonization.  I  believe  the 
people  should  be  distributed  over  the  city ;  that  there  should  not  be 
a  colony  of  houses  built  upon  one  plan  to  supply  a  certain  class  of 
people,  and  then  say  that  those  are  mill  houses  or  shoe  houses  or  some 
other  kind  of  houses;  but  there  is  not  any  question,  to  my  mind,  that 
the  man  who  owns  his  own  house  is  a  far  better  citizen  than  the  man 
who  does  not.  The  man  who  works  in  the  mill  and  only  drops  from 
the  mill  into  a  lodging  house  does  not  haye  the  same  influence  for  the 
benefit  of  the  public,  in  a  social  way,  as  does  the  man  who  has  an 
interest  at  heart  for  his  family  and  the  welfare  of  them,  who  owns 
a  house. 

Now,  whatever  the  policy  is — and  I  think  that  this  is  a  very  im- 
portant matter — I  believe  it  is  a  good  step  toward  Americaniza- 
tion; that  this  is  an  important  factor  in  the  work  of  Americaniza- 
tion ;  there  is  not  any  question  about  that.  If  you  will  take,  as  we 
find,  with  the  different  nationalities,  they  come  into  a  mill  city  and 
they  all  get  together  in  one  section  of  the  city  and  they  do  not 
develop;  they  do  not  go  out;  they  stay  right  there  amongst  them- 
selves; and  that  is  not  as  good  as  if  we  could  induce  those  people 
to  scatter  around  among  the  different  sections  of  the  city  and  make 
them  a  part  of  the  great  composite  whole  of  the  city's  population 
instead  of  being  as  they  are.  1  am  getting  away,  a  little  mite,  from 
this  question  of  housing,  but  We  find  that  the  husoand  goes  around  a 
little,  but  the  mother  does  not  get  any  education  whatever  along  the 
lines  of  Americanization.  The  children,  however,  do  go  out  and  get 
the  education.  They  come  back,  and  in  a  short  time  they  will  laugh 
at  their  fathers  and  mothers,  who  can  not  keep  up  with  American 
customs,  and  from  that  they  go  on,  and  the  parents  have  no  control 
over  them  alter  that.  So  1  believe  that  the  building  of  housing,  if 
we  can  not  get  any  private  capital  to  do  it,  then  we  have  got  to  do  it 
ourselves.  The  only  question  comes  as  to  the  policy  to  be  followed 
in  doing  it  or  the  best  method  of  procedure  that  will  bring  about  the 
best  results.  So  that  all  that  I  can  say — I  did  not  expect  to  make 
any  extended  remarks  on  this,  although  I  am  greatly  interested  in 
it,  but  I  would  like  to  see  something  in  the  State  of  Massachu- 
setts— I  do  not  know  about,  the  other  States — of  course,  you  have 
come  here  to  get  some  information  about  the  situation  we  are  in  and 
what  I  have  told  you  reflects  the  situation  in  New  Bedford. 

I  have  here  a  few  notes  that  I  have  just  put  down,  that  I  might 
hand  to  you,  showing  the  cost  of  erection  of  buildings  in  New  Bed 
ford  has  practically  doubled  since  1915.     I  have  a  lot  of  these  statis- 
tics here  which  were  handed  to  me  by  the  building  commission  there. 

The  cost  of  erecting  a  two-family  house  of  five  rooms  and  bath 
each,  equipped  with  gas,  having  a  slate  roof,  no  heat,  with  no  rooms 
in  attic,  would  be  $8,000,  minimum  price.  If  heat  is  included,  add 
$1,000. 

A  two-family  house  of  six  rooms  each,  like  above,  would  cost  $9,000. 
If  heat  is  included,  add  $1,000. 

A  five-room  bungalow  cottage,  the  popular  type  of  one-family 
house  at  present,  would  cost  from  $4,500  to  $5,000,  according  to  size 
of  rooms.     If  heat  is  to  be  included,  add  $500  at  least. 

The  cost  of  the  above  types  of  buildings  have  practically  doubled 
since  1915.     The  houses  mentioned  above  are  typical  of  those  erected 
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at  the  north  and  south  ends  of  the  city  the  last  10  years.  The  total 
number  of  dwellings  assessed  in  the  city  at  present  is  13,619.  Total 
cost  of  building  operations  for  1919  was  $7,005,420.  Total  cost  of 
building  to  August  25,  1920,  was  $4,101,166. 

In  1910,  the  year  of  the  large  industrial  boom  in  this  city,  639 
houses  were  built,  containing  1,812  tenements,  averaging  practically 
three  tenements  each.  This  was  the  largest  year  of  which  a  record 
has  been  kept. 

In  1909,  the  year  previous,  550  houses  were  built,  containing  1,473 
tenements.  The  city's  population  in  1915,  according  to  the  State 
census,  was  109,568.  The  city's  population  in  1920,  according  to  the 
United  States  census,  was  121,217. 

We  pay  bricklayers  $1.25  per  hour,  44  hours  per  week,  weekly  wage, 
$55;  carpenters,  plumbers,  electricians,  steamntters,  etc.,  $1  an  hour; 
we  pay  laborers  60  cents  per  hour. 

There  are  in  New  Bediord  13,619  dwellings  now  housing  121,217 
population. 

The  Chairman^  Does  that  include  construction  of  every  character? 

Mr.  Ashley.  Yes,  Senator. 

The  Chairman.  Dwellings,  factories,  and  all  ? 

Mr.  Ashley.  Yes;  but  the  $5,000,000  is  just  for  the  factories  alone. 

The  Chairman.  Mr.  Mayor,  I  understood  you  to  say  your  city  had 
determined  to  take  advantage  of  this  law  to  which  you  referred  and 
to  undertake  some  building  yourselves? 

Mr.  Ashley.  Yes. 

The  Chairman.  To  relieve  this  very  pressing  emergency  ? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  you  indicated,  I  believe,  that  you  can  expend 
under  the  terms  of  this  act  about  $1,500,000  for  that  purpose  ? 

Mr.  Ashley.  $1,800,000,  Senator. 

The  Chairman.  And  you  will  have  to  borrow  that? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  you  will  issue  bonds  for  it? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  those  bonds  that  you  issue  will  be  exempt 
from  all  Federal  and  State  taxes? 

Mr.  Ashley.  Yes. 

The  Chairman.  Because  they  will  be  city  bonds  issued  under  that 
law? 

Mr.  Ashley.  Yes. 

The  Chairman.  Then,  your  present  idea  is  to  build  houses  your- 
selves, and  sell  them,  if  you  can,  at  cost? 

Mr.  Ashley.  Yes. 

The  Chairman.  And  loan  on  them  perhaps  75  per  cent  of  their 
value? 

Mr.  Ashley.  There  comes  the  question  as  to  figuring  this  out.  This 
law  limits  us  to  10  years.  These  oonds  must  be  taken  up  in  10  years. 
Now,  there  must  be  a  sinking  fund,  of  course,  from  the  proceeds  that 
will  meet  that  requirement;  and  the  question  then  comes  whether  it 
is  too  hard  for  a  man  to  buy  a  house  that  costs  $4,000  or  $5,000  and 
take  care  of  it  out  of  his  wages  in  10  years'  time.  Again,  the  ques- 
tion comes  whether  in  that  case  you  would  go  to  work  and  sell  to 
those  who  could  pay  a  certain  percentage  down,  and  then  the  balance 
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of  that  to  be  paid  in  10  years,  at  a  fair  rental  that  would  take  care  of 
his  interest,  taxes,  and  so  on. 

The  Chairman.  I  recognize,  Mr.  Mayor,  that  these  are  difficult 
things  to  work  out. 

Mr.  Ashley.  Yes;  we  are  up  against  it  as  to  the  method  of  pro- 
cedure that  should  be  adopted  along  those  lines  that  will  make  it  a 
safe  and  sound  business  proposition. 

The  Chairman.  I  have  no  desire  to  criticise  what  you  are  doing; 
but  the  fact  that  your  bonds  will  be  exempt  from  taxation,  and  that 
the  income  the  city  receives  from  the  mortgages  it  has  upon  the  houses 
will  be  exempt  from  taxation,  rather  is  an  argument  in  favor  of  some 
legislation  by  the  State  and  Federal  Governments,  relieving  the  in- 
come on  other  mortgages  from  taxation,  for  the  purpose  of  encourag- 
ing private  individuals  to  enter  into  the  construction  of  houses. 
Have  you  had  anv  experience  yourself  in  building  construction  work? 

Mr.  Ashley.  Only  as  mayor  of  the  city.  In  fact,  we  now  have  two 
and  a  half  million  dollars  of  expenditures  on  school  houses.     We 

fropose  to  build  five  school  houses  now,  but  what  little  construction 
have  done  of  my  own  has  been  very  small.  I  do  believe,  however, 
that  it  is  an  acute  question  as  to  how  to  go  at  it.  On  the  question  of 
exemption,  I  believe  that  if  the  cities  start  this,  private  capital  will 
not  stop  but  will  continue. 

The  Chairman.  That  is  the  thing  that  is  worrying  me,  whether 
when  the  city  starts  it,  it  will  discourage  private  capital. 

Mr.  Ashley.  Of  course,  if  a  city  or  a  State  is  going  into  competi- 
tion, if  you  are  going  to  give  lower  rents  to  the  people  who  purchase^ 
which,  in  my  opinion,  should  not  be  done  for  the  few  at  the  expense 
of  the  many — it  has  got  to  be  placed  upon  a  sound  business  basis, 
that  would  view  them  the  same  as  any  other  people.  If  you  do  not 
do  that,  then  you  have  opened  the  door  in  a  way  that  is  dangerous. 

The  Chairman.  And  you  will  stop  all  private  construction? 

Mr.  Ashley.  Yes;  you  certainly  will. 

The  Chairman.  We  thank  you  verv  much,  Mr.  Mayor. 

Mr.  Ashley.  Not  at  all,  Senator.    It  was  a  pleasure  to  be  here. 

Mr.  Nichols.  Mr.  Chairman,  a  gentleman  from  Springfield,  Mr. 
Lumis,  the  building  commissioner  is  here,  and  he  has  got  to  catch  a 
train.  I  was  going  to  call  on  some  of  the  other  mayors,  but  I  will  ask 
their  indulgence  in  order  to  call  Mr.  Lumis  now. 

STATEMENT  OF  MR.  FEED  W.  LUMIS,  BinLDINO  COMMISSIONEE, 

SPEINOFIELD,  MASS. 

The  Chairman.  You  are  commissioner  of  buildings  of  Spring- 
field, Mass.  ? 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  And  you  have  authority  over  all  building  opera- 
tions, public  and  private! 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  A  builder  must  come  to  you  for  a  permit  before 
he  can  commence  the  construction  of  a  building? 

Mr.  Lumis.  Yes,  sir. 

The  Chairman.  The  committee  will  be  glad,  Mr.  Lumis,  to  have 
you  give  us  some  information  on  the  building  situation  in  Spring- 
field during  the  past  few  years  and  its  present  needs,  if  you  can. 
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Mr.  LuMis.  You  probably  mean  with  respect  to  housing,  Mr. 
Chkirman  ? 

The  Chairman.  Yes. 

Mr.  LuMis.  More  particularly  ? 

The  -Chairman.  \  es. 

Mr.  LuMis.  Our  records  go  back  approximately  10  years.  The 
building  department  was  established  just  10  years  ago.  Up  to,  say, 
1913  I  can  give  you  the  totals  of  dwellings  provided  in  Springfield — 
going  back  that  far,  I  mean. 

In  1913  there  was  a  total  of  883  families  provided  for;  in  1914, 
1,474  families;  in  1915,  1,312  families;  in  1916,  1,612  families;  in 
1917,  519  families;  in  1918,  101  famUies;  in  1919,  704  families;  and 
up  to  August  28  of  this  year,  1920,  378  families  were  provided  for. 

That  includes  the  apartments  in  tenement  houses,  three-family 
houses,  two-family  houses,  and  one-family  houses. 

The  Chairman.  What  figure  did  you  give  for  this  year? 

Mr.  LuMis.  For  this  year,  to  date,  378  families. 

The  Chairman.  That  is  to  say,  building  permits  have  been  issued 
for  houses  that  wiU  accommodate  that  many  families? 

Mr.  LuMis.  Yes,  sir. 

The  Chairman.  That  is  to  say,  the  permits  for  this  year  would 
apparently  be  about  one-fifth  oi  the  permits  granted  for,  say,  the 
years  1915  and  1916? 

Mr.  LcMis.  Of  1916,  about  one-quarter.  At  that  time  there  was  a 
great  deal  of  speculative  building.  The  apartment  houses  were  built 
not  to  supply  any  particular  demand  but  simply  to  do  something,  to 
handle  money  and  do  business,  and  probably  at  that  time  the  city  was 
overbuilt.  I  have  no  doubt  but  that  it  was.  I  have  never  yet  been 
able  to  find  what  would  be  considered  a  normal  number  of  vacant 
tenements  in  any  particular  city,  but  at  that  time  I  know  there  were 
probably  more  than  1,000  vacancies,  and  that  during  that  time  the 
population  has  increased — during  the  last  10  years  it  has  increased 
46  per  cent.  That  is,  it  went  from  about  88,000  to  130,000  during 
those  10  years  that  the  building  department  has  been  established. 
During  the  war  a  great  many  people  came  to  Springfield,  in  common 
with  other  cities.  They  flocked  from  the  country  and  from  the  small 
towns  to  where  they  could  earn  big  wages  and  because  they  had  an 
opportunity  to  live  a  more  pleasant  life.  They  took  up  all  the  slack 
and  filled  up  the  tenements  that  were  already  in  existence,  and  for  the 
privilege  of  living  in  the  city  they  were  not  only  willing  to  pay  large 
rentals  out  were  willing  to  pay  a  premium  for  the  privilege  oi  living 
where  thev  could  earn  big  wages  and  enjoy  amusements,  etc.,  that 
they  coula  not  get  in  the  country  or  the  small  towns.  Now,  those 
newcomers  have  spent  their  money  freely ;  they  have  made  times  good 
and  prices  have  increased  for  all  the  necessaries  of  life  because  of 
their  presence.  They  have  good  clothes  and  automobiles  and  ga- 
rages. It  might  interest  you  to  know  that  we  are  building  twice  as 
many  garages  as  we  are  houses.  They  seem  to  be  able  to  find  plenty 
of  lumber  and  material  for  building  garages.  That  may  be  all  very 
well  and  good,  because  that  is  the  spirit  of  the  times. 

The  Chairman.  Of  course,  you  are  building  garages  because  the 
men  who  build  them  believe  that  will  be  profitable  business? 

Mr.  LuMis.  Yes ;  they  pay  good  rent. 
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The  Chair^ian.  While  the  people  who  are  building  houses  or  who 
usually  build  them  are  fearful  of  the  return,  based  on  the  present 
cost  ? 

Mr.  LuMis.  That  is  it  exactly,  Senator.  According  to  an  authentic 
report  which  I  have  recently  read,  the  cost  of  building — ^that  is,  in- 
cluding labor  and  materials,  approximately  100  different  items— has 
gradually  increased  from  1914  to  the  extent  of  140  per  cent.  That 
IS  to  say,  what  would  have  cost  $1,000  in  1914  would  cost  $2,400 
to-day. 

The  Chairman.  Yes ;  I  think  that  is  perhaps  so. 

Mr.  LuMis.  Now,  before  there  will  be  very  much  speculative  build- 
ing the  rent  must  be  increased  in  proportion.  If  property  just  car- 
ried itself  in  1914  it  must  also  carry  itself  to-day,  and  at  the  new 
costs  there  niust  be  a  new  rate  of  rental.  A  tenement  that  rented, 
say,  for  $20  in  1914  should  rent  for  $50  to-day.  Now,  as  soon  as  any 
builder  can  collect  that  $50  for  rent  he  will  build ;  but  he  does  not 
care  to  take  a  chance  and  build  and  have  building-material  prices  and 
the  cost  of  labor  decrease  and  leave  him  with  an  expensive  building 
on  his  hands  that  he  can  only,  perhaps,  get  the  original  $20  a  month 
for  in  the  way  of  rent. 

The  Chairman.  The  building  business  is  perhaps  the  most  hazard- 
ous one  in  the  country  at  this  time,  is  it  not  ? 

Mr.  LuMis.  Well,  in  a  ceitain  way  it  is;  but  if  it  were  only  brought 
down  to  a  science,  as  many  other  lines  of  business  are,  it  would 
not  be  any  more  of  a  risk  than  other  lines;  but  the  trouble  is  that 
everybody  and  anybody  who  makes  a  failure  in  something  else  or 
in  aiiji;hing  else  in  the  world  thinks  that  he  can  go  into  the  ouilding . 
business  and  make  money — and  some  of  them  do. 

The  Chairman.  Are  you  a  practical  builder  yourself? 

Mr.  LtTMis.'  Yes,  sir. 

The  Chairman.  Were  you  a  mechanic  originally  ? 

Mr.  Lumis.  I  have  been  a  carpenter  and  an  architect  and  now  I 
am  building  commissioner. 

The  Chaii^man.  Have  you  any  suggestions  to  make  to  this  com- 
mittee that  you  think  would  be  helpful  here  in  relieving  this  situ- 
ation ? 

Mr.  Lumis.  Of  course,  it  takes  time  to  bring  about  any  changes. 
If  municipalities  are  goin^  into  financing  building  operations,  there 
must  be  a  new  order  of  society.  It  means  a  good  deal ;  it  means  more 
than  people  think  it  means.  You  can  not  change  such  a  thin^  over- 
night. If  people  have  their  schools  built  for  them  and  their  chil- 
dren taken  to  the  school  and  put  on  the  doorstep,  and  thev  have  their 
pencils  and  their  paper  and  their  books  furnished  free  oi  Charge  and 
they  have  their  dental  operations  performed  and  some  of  their  surgi- 
cal operations  free  of  cnarffe  they  want  you  to  go  still  further  and 
provide  jobs  and  houses.  Well,  that  may  be  all  very  well ;  I  do  not 
say  that  it  is  not ;  but  I  say  that  if  we  are  going  to  do  that  Sve  must 
have  a  new  order  of  society.  I  think  one  way  to  encourage  building 
would  be  to  preach  self-reliance  to  everybody — teach  the  people  to 
have  initiative.  The  trouble  to-dav  is  that  everybody  is  waiting  for 
somebody  else  to  do  something?.  'They  do  not  know  how  things  are 
coming  out,  and  they  have  cola  feet,  and  they  are  waiting  to  see  what 
is  going  to  turn  up. 


REQpNSTRUCTION  AND  PRODUCTION.  463 

Now,  if  they  had  self-reliance,  they  would  go  ahead  themselves  and 
build  a  house  and  not  wait  for  some  one  else  to  do  it.  Many  a  man 
will  spend  his  years  in  a  little  2-room  flat  dreaming  about  a  7-room 
house  that  he  is  going  to  build  some  day  that  will  lav  over  everything 
eJse  on  the  avenue,  but  the  result  is  that  he  will  likely  die  in  his  little 
2-room  flat,  and  his  family  will  continue  to  be  cramped,  and  his 
children  will  have  no  place  to  play;  whereas  if  he  would  only  go 
ahead  and  build  a  2,  3,  or  4-room  house  he  would  have  somewhere 
to  live,  and  he  would  know  the  value  of  things.  He  would  then  be 
a  real  citizen,  and  a  better  man,  and  a  bigger  man.  He  would  have 
a  bigger  and  a  broader  and  happier  outlook  on  life;  but  they  lack  the 
initiative,  and  you  have  got  to  preach  that  into  them ;  you  have  got 
to  interest  the  people  in  it.  Now,  I  believe  that  to  help  people  to-day 
and  to  get  them  ^oing  in  the  new  way,  which  I  think  is  bound  to 
come  as  we  go  on,  it  might  be  well  to  have  a  Federal  home-loan  bank, 
just  as  they  have  the  farm-loan  bank,  to  take  charge  of  loans  to  the 
people.  Have  the  prospective  home  owner  furnish  a  certain  per- 
centage— say,  not  less  than  20  per  cent — and  the  savings  bank  would 
take  over  not  to  exceed  60  per  cent,  and  the  home-loan  bank  would 
take  over  the  balance  in  the  form  of  a  second  mortgage,  to  be  paid 
off,  possibly  in  the  way  of  rental,  or  quarterly,  and  to  continue 
through  a  period  of  years.  Now,  a  man  might  be  able  to  pay  that 
second  mortgage  off  in  10  years;  but  I  doubt  if  the  majority  could 
pay  off  the  cost  of  a  home  in  10  years.  That  would  bring  his  home 
down  to  merely  the  first  mortgage,  and  he  would  have  his  own 
equity,  and  would  have  finally  paid  off  the  Federal  loan,  and  then  he 
would  be  the  owner  of  a  home. 

Now,  I  think  that  sort  of  thing  should  be  encouraged  in  every 

{ossible  way.  If  buildings  cost  too  much  let  us  make  them  smaller, 
do  not  know  of  any  better  way  to  economize  or  to  get  around  the 
high  costs  than  to  make  the  buildings  smaller  and  simpler.  A  build- 
ing does  not  need  to  be  elaborate  in  order  to  be  beautiful.  Some  of 
the  simplest  buildings  in  the  world  are  the  most  beautiful.  There 
was  a  picture  published  the  other  day  in  a  paper  of  Horace  Greely's 
home,  but  people  would  be  ashamed  to  build  so  simple  a  house  as  that 
great  man  was  born  in — but  we  have  got  to  come  to  it. 

The  Chairman.  Have  you  had  called  to  your  attention  the  sugges- 
tion that  perhaps  there  was  a  combination  on  the  part  of  building- 
material  men  to  maintain  increased  prices  ? 

Mr.  LuMis.  Yes;  I  know  that  that  is  the  one  great  deterrent 
to-day — the  increased  prices.  It  is  the  great  drawback  in  building 
operations.  There  seems  to  be  uncertainty  in  the  minds  of  everybody 
as  to  whether  prices  are  going  to  continue. 

The  Chairman.  I  asked  you  if  you  have  heard  of  any  combination 
of  interests  to  keep  the  prices  of  building  material  up  ? 

Mr.  LuMis.  No;  I  have  not.  There  might  be  sucn  a  thing,  and  I 
would  not  hear  of  it,  because  I  am  not  buying  material  and  not 
looking  after  such  affairs.   ^ 

The  Chairman.  Have  you  had  called  to  your  attention  the  sug- 
gestion that  savings  banks  were  asking  bonuses  to-day  for  loans,  or 
requiring  people  to  accept  Liberty  bonds  in  lieu  of  cash? 

Mr.  LuMis.  No ;  I  never  heard  any  such  reports. 
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The  Chairman.  Or  that  trust  companies  were  doing  that  thing 
either  ? 

Mr.  LuMis.  I  have  never  heard  any  such  report ;  no. 

The  Chairman.  Have  you  anjrthing  further  to  offer  the  committee^ 
Mr.  Lumis? 

Mr.  Lumis.  No  ;  I  can  think  of  nothing  further,  Senator. 

The  Chairman.  Have  you  a  statement  that  you  will  leave  with 
the  committee  to  put  into  the  record  ? 

Mr.  Lumis.  Would  you  care  for  these  figures  ? 

The  Chairman.  Yes;  we  would  be  glad  to  have  them. 

Mr.  Lumis.  There  is  a  brief  review  of  the  proposition.  [Handing 
paper  to  the  chairman.] 

The  Chairman.  Thank  you  very  much,  sir. 

Mr.  Nichols.  Mr.  Chdirman,  we  have  two  other  mayors  of  large 
manufacturing  cities  here.  You  have  heard  from  Mayor  Ashley,  of 
New  Bedford.  I  am  going  to  call  now  on  the  mayor  of  the  twin 
sister,  Fall  Elver,  Hon.  James  H.  Kay. 

STATEMENT  OF  HON.  JAMES  H.  KAT,  MATOE  OF  FALL  EIVEE, 

MASS. 

The  Chairman.  Mr.  Mayor,  have  you  any  housing  difficulties  in 
your  city  ? 

Mr.  Kay.  Mr.  Chairman,  we  have  the  same  housing  problems  that 
every  other  community  has,  but  I  do  not  think  the  situation  is  as 
acute  in  Fall  River  as  in  most  other  places.  We  happened  to  have  a 
surplus  of  houses  before  this  condition  came  about.  I  think  most  of 
us  will  agree  that  we  had  a  great  many  empty  tenements.  There  is 
a  shortage  of  houses  in  Fall  Kiver  to-day,  but  we  have  something  like 
1,400  empty  tenements  there  now,  as  against  2,200  a  year  ago.  Those 
figures  were  compiled  by  our  assistant  assessors  at  the  beginning  of 
the  year;  but  those  tenements  are  not  the  kind  of  tenements  that 
people  want  to  live  in  to-day.  They  are  six  and  eight  tenement 
houses,  and  the  owners 

The  Chairman  (interposing).  Six  and  eight  families  under  one 
roof? 

Mr.  Kay.  Yes;  and  the  owners  of  those  houses  do  not  believe  that 
it  would  be  profitable,  with  the  high  costs  of  labor  and  material,  ta 
improve  them,  and  do  not  think  that  the  people  would  live  in 
them  or  would  pay  the  rent  in  those  localities,  in  case  they  were 
repaired  or  altered,  that  they  would  be  forced  to  charge  in  order  to 
get  out  clear  on  their  investments.  There  are  some  of  them  that 
could  be  improved  profitably.  We  have  a  rent  commission  there 
appointed  by  myself  some  months  ago,  and  we  have  probably  an 
average  of  five  complaints  a  week.  They  meet  once  a  week,  and  I 
think  in  most  cases  they  have  satisfied  both  the  tenant  and  the 
landlord.  There  are  in  some  cases  two  families  living  together. 
I  remember  one  case  that  came  before  the  rent  commission.  He  said 
he  thought  they  were  entitled  to  more  rent  because  they  had  taken  in 
another  family.  There  is  some  shortage,  and  there  will  be  more  in 
the  next  year,  because  there  are  two  large  mills  building  there  that 
will  have  to  have  help,  and  I  think  that  not  just  now,  but  in  times 
past,  our  factories  have  been  short  of  help  some,  too,  but,  of  course,, 
just  now  they  are  not  running  full  time,  but  I  think  if  they  wer*^ 
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running  full,  and  if  they  had  all  the  help  they  needed,  there  would 
be  a  larger  shortage  of  tenements.  But  in  Fall  Biver  there  is  a  very 
large  percentage  of  tenement  houses  owned  by  the  operatives. 
I  should  think  it  is  perhaps  true  that  75  per  cent  of  the  houses  there 
are  owned  by  the  operatives  or  people  working  in  different  capacities. 

The  Chairman.  The  working  people  own  their  homes? 

Mr.  Kay.  Yes. 

The  Chairman.  Are  these  houses  that  will  accommodate  more 
than  one  family? 

Mr.  Kay.  A  great  many  three-family  houses;  yes.  Fall  Eiver 
has  a  large  number  of  those. 

The  Chairman.  They  live  in  one  cpartment  and  rent  out  the 
other  two  ? 

Mr.  Kay.  Yes;  they  usually  do  that. 

The  Chairman.  And  that  carries  taxes  and  interest  and  helps  to 
pay  off  the  mortgage  ? 

Mr.  IvAY.  Yes;  and  they  build  many  of  them  on  the  cooperative 
plan,  pajnng  each  month;  but  to-day  if  a  man  wanted  to  build  a 
house  like  that,  usually  they  would  require  that  the  person  building 
would  have  40,  per  cent  of  equity,  but  that  40  per  cent  of  equity  now 
would  be  as  much  as  he  paid  for  the  house  altogether  in  normal 
times.  I  have  been  told — 1  will  not  say  that  it  is  so,  but  I  have  been 
told — that  the  banks  are  now  requiring  60  per  cent  of  the  present- 
day  cost.  My  own  opinion  of  the  shortage  is  that  it  is  not  because 
they  can  not  m  all  cases  get  the  money,  but  they  are  all  waiting  for 
costs  to  go  down.  Now,  whether  they  will  go  down  or  not  I  do 
not  know,  but  they  are  waiting  for  it.  The  other  day  a  man  came  in 
and  said  he  had  money  to  build  a  house,  but  he  was  not  going  to 
build  because  the  costs  were  too  high. 

Then,  there  is  a  law  in  this  State  that  you  can  not  increase  the 
rents  more  than  so  much  over  the  previous  year,  and  that  holds  the 
rents  of  the  tenements  down  pretty  well;  but  if  a  man  were  to  build 
on  the  present-day  cost  he  could  not  rent  his  house  at  a  profit. 

The  Chairman.  Does  that  affect  new  buildings? 

Mr.  Kay.  It  affects  them  in  this  way:  If  the  time  comes,  as  it  will 
come,  when  there  is  any  choice  of  tenements,  the  man  who  has  built 
at  the  high  cost  can  not  get  his  return. 

The  Chairman.  We  have  a  law  of  that  character  in  our  State,  New 
York,  passed  recently,  which  applies  to  houses  already  built;  but  a 
man  who  builds  new  houses,  flats,  or  tenements  he  can  fix  his  own  rate. 

Mr.  Kay.  Oh,  yes ;  he  can  fix  his  rate. 

The  Chairman.  Based  on  the  cost  of  his  property. 

Mr.  Kay.  Yes;  but  they  will  always  point  to  the  fact  that  John 
Jones  has  a  house  that  is  renting  for  a  clollar  or  a  dollar  and  a  half 
less. 

The  Chauiman.  Yes;  that  is  the  difficulty,  that  a  man  who  builds 
new  houses  always  has  to  comi>ete  with  all  of  the  existing  houses. 

Mr.  Kay.  Yes. 

The  Chairman.  And  while  it  seems  unjust  to  the  tenants,  and  often 
is  unjust,  he  has  to  raise  the  level  on  the  old  houses  before  he  can  get 
a  fair  return  for  the  new  houses  ? 

Mr.  Kay.  Yes. 

The  Chairman.  That  is  the  difficult  point  in  that  situation  ? 

Mr.  Kay.  Yes. 
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The  Chairman.  Are  you  being  urged  in  your  city  to  have  the 
municipality  go  into  the  building  business,  like  they  are  in  New 
Bedford  ? 

Mr.  Kay.  No,  sir.  There  was  an  order  passed  by  the  board  of 
aldermen  some  time  ago  asking  the  mayor  to  appoint  a  committee 
that  would  look  into  building.  Now,  1  looked  around  and  I  took 
it  up  with  the  local  chamber  of  commerce,  and  I  interviewed  men 
who  were  at  the  head  to  act,  but  I  could  not  get  the  kind  of  men  that 
I  wanted  on  the  committee,  and  I  have  not  yet  been  able  to  look 
favorably  upon  building  houses  for  the  operatives.  Personally,  I 
do  not  believe  in  exempting — of  course,  you  have  got  to  meet  the 
present  situation — ^but  when  a  manufacturing  concern  or  anjrthing  of 
that  kind  wants  to  come  into  Fall  Eiver,  although  of  course  it  is 
against  the  law  of  the  State,  but  if  an  exemption  from  taxation  is  the 
deciding  factor  I  do  not  want  them  anyway,  because  that  is  not  a 
very  large  part  of  the  cost  of  operating  a  plant.  Taxes  are  not  as 
much  as  people  think  of  the  cost  of  operation. 

The  Chairman.  The  suggestion  has  been  made  in  New  York  City 
that  we  exempt  from  taxation  all  new  houses  built  exclusively  for 
dwelling  purposes  for  a  period  of  five  years.  That  is  to  say,  you 
will  go  out  and  build  a  dozen  dwelling  houses,  and,  even  if  you  sell 
them,  that  the  men  to  whom  you  sell  them  will  not  be  required  to  pay 
any  taxes  on  the  houses  for  a  period  of  five  years.  Now,  that  would 
be  an  inducement  for  the  builder  to  build  and  an  inducement  for 
the  man  to  buy,  would  it  not? 

Mr.  Kay.  I  would  say  yes,  if  the  situation  were  serious  enough, 
but  it  would  be  only  as  a  last  resort. 

The  Chairman.  The  suggestion  has  also  been  made  that  Congress 
exempt  from  taxation  under  the  Federal  income  and  profits  taxes 
the  profits  on  the  sales  of  new  buildings  for  a  period  or  the  next  10 
years,  provided  that  those  profits  be  reinvested  in  other  buildings. 

Mr.  Kay.  That  is  one  of  the  wavs  that  you  could,  perhaps,  meet 
it ;  but,  of  course,  another  way  of  looking  at  it  is  that  persons  can 
invest  their  money  in  such  high-grade  securities  to-day,  with  no 
trouble  with  them,  and  they  can  get  6,  7,  and  even  8  per  cent ;  whereas 
they  would  have  to  do  a  lot  of  work  to  get  6  or  8  per  cent  clear 
from  tenements  with  a  lot  of  worry,  too. 

The  Chairman.  There  is  no  encouragement  to  invest  in  tenements 
to-djjiy. 

Mr.  Kay.  No;  in  Fall  Eiver  there  has  been  very  little  speculative 
building,  as  it  is  called.  Most  of  it  has  been  individual  building. 
Fall  River  has  done  very  little  building  in  the  last  few  years. 

The  Chairman.  What  is  the  population  of  Fall  River? 

Mr.  Kay.  About  120,000. 

The  Chairman.  How  much  has  that  increased  in  the  last  10  years? 

Mr.  Kay.  I  am  sorry  you  asked  me.  Senator;  not  very  much.* 

The  Chairman.  Well,  your  turn  is  coming,  I  hope. 

Mr.  Kay.  It  has  not  increased  very  much ;  but,  as  I  say,  the  situa- 
tion down  there  will  be  w^orse  than  what  it  is  now. 

The  Chairman.  We  thank  you  very  much,  Mr.  Mayor,  for  coming 
here. 

Mr.  Kay.  Not  at  all.  Senator. 

Mr.  Nichols.  Senator,  we  have  another  mayor,  from  one  of  the 
leading  shoe  cities  of  the  country.  Mayor  Creamer,  of  Lynn. 
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STATEHEITT  OF  HON.  WALKER  H.  CBEAMEB,  HATOK  OF  LYNN, 

MASS* 

The  Chairman.  Mr.  Mayor,  we  would  be  very  glad  to  have  a  state- 
ment from  you  with  regard  to  the  situation  in  Lynn  as  respects  the 
housing  conditions. 

Mr.  Creamer.  Mr.  Chairman,  the  situation  in  Lynn  is  somewhat 
different  from  that  of  any  other  city  which  has  been  represented  here. 
We  have  a  population  of  about  a  hundred  thousand.  It  has  increased 
about  10  per  cent  in  the  last  10  years.  Lynn  is  very  compactly  built 
up.  It  has  a  very  small  area,  compared  with  most  other  manufactur- 
ing cities — so  much  so,  that  a  good  many  of  our  operatives  overflow 
into  the  neighboring  towns,  which  are  practically,  to  all  intents  and 
purposes,  from  an  economic  standpoint,  parts  of  Lvnn. 

At  present,  owing  to  labor  conditions  there,  the  lack  of  proper 
housing  facilities  which  we  felt  seriously  a  year  ago,  is  disappearing. 
The  shoe  business  is  very  dull,  practically  nothing  being  done;  the 
General  Electric  Co.,  our  leading  industry,  is  not  extending  its  plant 
in  Lynn,  on  account  of  labor  conditions,  but  extending  it  elsewhere ; 
so  that  at  present,  while  there  is  some  shortage  of  housing,  there  is 
not  very  much.  We  have  a  good  many  empty  tenements,  principally 
of  a  character  that  people  do  not  want  to  live  in  nowadays;  and 
owing  to  the  high  cost  of  repairing  and  making  those  tenements 
more  habitable,  very  little  is  bemg  done  in  that  direction. 

To  show  vou  the  state  of  the  public  mind  on  some  of  those  things, 
or  on  this  thing,  I  will  tell  you  about  a  young  man  who  came  to  me 
the  other  day  and  complained  that  his  landlord  had  increased  his 
rent  25  per  cent — all  he  is  entitled  to  increase  it  under  the  statutes 
of  the  last  legislature.  I  asked  him  where  he  worked.  He  told  me. 
I  said,  "  Have  you  been  making  much  money  in  the  last  few  years  ?  " 
"  Yes,  I  have  been  doing  pretty  well — more  than  I  ever  expected  to 
make  in  my  life."  "  Have  you  any  money  ?  "  He  answered,  "  Yes." 
I  said,  "  Then,  why  do  you  not  build  a  house,  if  you  do  not  like  this 
increase  in  rent?  You  can  not  expect  that  people  will  furnish  you 
houses  under  the  present  costs  of  building  houses  and  be  satisfied  to 
let  it  go  on  without  some  increase  in  the  rent  when  the  dollar  has  a 
value  of  perhaps  only  50  cents.  You  meet  the  increases  on  most  every- 
thing else  except  rent,  and  you  expect  the  rent  not  to  be  raised."  He 
said,  "  Oh,  I  can  take  my  money  and  make  it  earn  more  than  I  can 
by  building  houses."  I  said,  "And  yet  you  expect  somebody  else  to 
build  them  for  you."  I  said,  "  They  can  not  do  it  any  more  than  you 
can."  Now,  I  fin(l  that  that  condition  is  more  or  less  prevalent 
throughout  Lynn,  and  I  presume  it  is  prevalent  elsewhere.  We  are 
somewhat  handicapped  by  the  high  cost  of  materials ;  and  to  answer 
a  question  which  you  asked  some  of  the  other  witnesses  here — I  will 
say  that  the  cement  situation  is  particularly  aggravating.  I  know  that 
from  personal  experience,  because  I  contracted  for  a  good  many 
hundred  cars  of  cement  for  municipal  purposes  last  February,  at 
$2.44  net  a  barrel.  I  am  unable  to  get  that  cement,  except  in  driblets, 
on  the  plea  of  car  shortage,  although  I  can  buy  all  the  cement  I  want 
at  twice  that  price. 

It  seems  to  me  that  the  car  shortage  does  not  affect  the  situation — 
only  the  cement  combination — and  I  would  remind  you  that  the 
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cement  combination  is  one  of  the  strongest  in  the  country — an  abso- 
lute monopoly,  in  restraint  of  trade;  and  that  they  can  get  all  the 
cars  they  want  when  they  can  get  the  prevailing  prices.  The  same 
thing  applies  to  coal.  I  had  a  contract  for  7,000  tons  of  soft  coal 
placed  last  February  for  $4.25  a  ton  at  the  mines.  That  would  stand 
me,  landed  in  Lynn,  put  into  the  bins  of  our  public  buildings,  $9.55 
a  ton.  I  asked  the  administration  to  put  an  embargo  on  coal  in 
order  to  remedy  the  situation,  but  I  could  not  get  that  coal  on  the 

Elea  of  car  shortage;  yet  plenty  of  cars  were  going  to  Hampton 
loads  for  export  purposes,  and  there  has  been  no  embargo  put  on. 
and  the  market  price  of  that  coal  in  Lynn  to-day  is  $16  a  ton.  It 
I  could  get  my  contract  filled,  I  could  land  it  there  for  $9.55. 

The  Chairman.  Are  you  buying  coal  to-day  at  $16  ? 

Mr.  Creamer.  I  am  not.  I  am  getting  a  little  coal  dribbled 
through  at  $9.55. 

The  Chairman.  That  is,  just  enough  to  meet  your  immediate 
needs  ? 

Mr.  Creamer.  Well,  I  had  quite  a  stock  on  hand,  which  I  bought 
last  fall — last  year.  I  am  also  fitting  up  some  of  our  public  utilities 
to  burn  Mexican  crude  oil,  and  I  hope  to  be  free  from  the  exactions 
of  the  coal  profiteers  inside  of  six  months. 

The  Chairman.  Would  you  give  the  committee  the  name  of  the 
man  or  the  concern  from  whom  you  are  purchasing  coal? 

Mr.  Ckeamer.  I  am  buvinff  it  at  the  mines. 

The  Chairman.  You  are  buying  it  at  the  mines? 

Mr.  Creamer.  Yes. 

The  Chairman.  Then  the  name  of  the  coal  operator  who  is  selling 
you  coal. 

Mr.  Creamer.  It  comes  from  the  Johnstown  district.  That  is  as 
far  as  I  would  want  to  go,  because  I  am  getting  my  coal  now.  I  did 
not  begin  to  get  it  until  about  three  weeks  ago.  I  have  had  2,500  tons 
out  of  7,000  come  in  in  the  last  two  weeks  by  rail. 

The  ('hairman.  This  committee  is  endeavoring  to  induce  the  Ship- 
ping Board  to  help  relieve  that  situation  by  reducing  the  water 
rate 

Mr.  Creamer.  Well,  my  coal  is  coming  by  rail.  It  is  much  cheaper 
that  way  than  it  is  by  water. 

The  Chairman.  Yes ;  I  think  the  rate  is  about  a  dollar  and  a  half 
less  by  rail  than  it  is  by  water  and  rail. 

Mr.  Creamer.  Yes ;  but  the  crux  of  the  situation  is  the  high  prices 
that  the  foreigner  is  paying  for  coal  and  the  permission  granted  by 
our  Government  to  let  that  coal  go  to  those  foreigners. 

The  Chairman.  You  probably  heard  me  make  the  statement  at 
the  opening  of  this  hearing  that  last  year  we  shipped  about  4,000,000 
tons  of  coal  abroad,  and  that  in  the  months  of  June,  July,  and  August 
we  shipped  for  export  at  the  rate  of  24,000,000  tons  a  year  to  Europe. 

Mr.  Creamer.  And  that  difference  of  20,000,000  tons  comes  out  of 
New  York  and  New  England,  and  nowhere  else. 

The  Chairman.  And  that  coal  is  all  taken  on  the  spot  price. 

Mr.  Creamer.  Yes.  At  the  time  I  started  a  little  commotion  in 
that  situation ;  within  a  week  I  had  offers  of  20,000  tons  of  coal  from 
operators,  if  I  would  pay  the  market  price  then,  and  they  guaranteed 
to  find  the  cars,  too ;  so  that  if  you  are  looking  into  the  transportation 
situation 
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The  Chairman  (interposing).  We  know  all  about  that,  Mr.  Mayor. 

Mr.  Creamer.  There  is  something  for  you  to  consider,  sir. 

The  Chairman.  We  are  going  into  that. 

Mr.  Creamer.  I  have  told  vou  the  local  situation  in  regard  to 
housing  in  Lynn.  I  realize  that  if  our  manufacturing  conditions 
were  different  we  would  need  houses  very  much,  but  1  hesitate  to 
recommend  much  of  what  has  been  suggested  here  to-day.  I  (lo  not 
believe  it  is  good  public  policy  for  the  people  to  depend  too  much  on 
the  Government.  It  is  too  socialistic.  I  believe  that  the  Govern- 
ment should  depend  upon  the  people  and  that  we  should  encourage 
individualism,  not  socialism.  Neitner  do  I  believe  that  we  should  go 
to  the  Federal  Government  very  much  with  our  troubles.  I  do  not 
like  too  much  centralization  of  power  at  Washington.  It  seems  to 
me  that  most  of  our  difficulties  can  be  remedied  right  here  in  the 
State  of  Massachusetts ;  our  legislature  can  do  that.  Mayor  Ashley 
spoke  about  accepting  a  provision  of  the  last  legislature  giving  him 
the  power  to  borrow  $U8()0,000  outside  of  the  deht  limit  for  the  sake 
of  building  houses.  He  did  not  tell  you  at  the  rate  of  $5,000  per 
house  that  would  only  build  360  houses.  I  have  not  recommended 
to  our  city  government  the  acceptance  of  that  legislation,  because  I 
thou*ght  it  was  simply  making  the  people  of  Lynn  more  dependent 
than  they  were  now  upon  the  government. 

It  seems  to  me  if  the  government  of  Massachusetts  wants  to  do 
anything — and  that  is  where  I  think  the  remedy  should  come  from — 
if  they  want  to  do  anything  to  help  in  the  lack  of  housing,  to  be 
sure  they  had  a  homestead  commission,  I  believe,  provided  for  a  few 
years  ago,  which  has  been  a  fizzle  as  nearly  as  I  can  make  out — but 
if  they  want  to  do  anything,  let  them  loan  the  State's  credit  to  the 
individual  and  encourage  him  to  build.  Then  you  do  not  destroy 
initiative;  but  you  certainly  do  destroy  initiative  when  you  continue 
to  feed  the  people  on  pap,  and  that  is  what  the  building  of  houses 
for  them  is. 

I  am  sorry  to  say  that  our  constitutioji  is  so  extremely  Tory  in 
this  State  that  we  can  not  extend  help  along  taxation  lines  to  those 
who  desire  to  employ  labor  and  to  construct  houses.  I  wish  that  we 
had  a  constitution — and  Mr.  Nichols  will  bear  me  out — I  have  been 
trying  to  get  it  amended  every  since  I  have  been  in  politics  in  this 
State — I  wish  we  had  a  constitution  like  Pennsylvania  s,  whereby  we 
could  have  a  lower  rate  of  taxation  on  buildings  than  we  do  on  land. 
That  would  certainly  help  to  solve  the  situation.  I  do  not  know 
how  far  your  committee  has  gone.  Have  you  had  any  meetings  in 
Pittsburgh  ? 

The  Chairman.  No. 

Mr.  Creamer.  Have  you  had  any  in  Baltimore  ? 

The  Chairman.  Yes;  in  Baltimore  and  in  Philadelphia. 

Mr.  Creamer.  Did  you  find  very  much  lack  of  housing  in  Balti- 
more? 

The  Chairman.  There  is  some. 

Mr.  Creamer.  But  verv  little  as  compared  with  other  places? 

The  Chairman.  Yes ;  I  think  perhaps  that  is  so. 

Mr.  Creamer.  Pittsburgh  permits  her  buildings  to  be  assessed  at, 
I  think,  60  per  cent  of  their  value.  Maybe  it  is  70  per  cent ;  but  a 
number  of  years  ago  the  State  of  Pennsylvania  passed  legislation — 
and  they  could  do  it  under  their  constitution — permitting  cities  of 
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the  second  class — I  think  that  Pittsburgh  and  Scranton  are  the  only 
ones  of  that  kind  in  Pennsylvania — to  assess  buildings  at  90  per  cent 
of  their  value  the  first  year ;  the  next  year,  80  per  cent ;  the  next  year^ 
70  per  cent;  the  next  year,  60  per  cent;  and  50  per  cent  the  next 
year.  So  that  at  the  end  of  five  years  the  buildings  would  be  as- 
sessed at  one-half  their  value.  That  is  real  encouragement  to  build,, 
and  wJLth  the  present  situation  I  think  the  individual  needs  encour- 
agement to  build* 

I  think  he  needs  encouragement  to  be  an  individual;  I  think  he 
needs  more  initiative  and  I  think  in  those  two  ways  you  could  give 
it  to  him  first,  by  lending  the  State's  credit — I  would  not  lend  the 
National  credit — ^I  would  lend  the  State's  credit  to  the  individual 
who  wants  to  build.  Then  I  would  amend  the  constitution  in  Massa- 
chusetts striking  out  that  word  "  proportional,"  which  you  and  I 
have  had  so  many  conversations  about,  and  permit  our  municipali- 
ties or  our  States  to  levy  a  lower  tax  rate  on  the  product  of  labor 
than  I  would  on  the  value  of  a  privilege.  In  that  way  you  would 
not  destroy  initiative.  I  think  that  is  all  I  have  to  say,  Mr.  Chair- 
man. 

The  Chairman.  We  thank  you,  Mr.  Mayor. 

Mr.  Nichols.  In  closing  for  tne  morning,  Mr.  Chairman,  I  'will 
present  a  report  from  the  State  Commission  on  Necessaries  of  Life^ 
and  I  think  we  will  have  two  more  cities  to  hear  from  when  we  re- 
convene. What  has  been  said  on  the  coal  and  transportation  situa- 
tion will  lead,  I  think,  very  naturally  and  very  interestingly  to  what 
may  be  said  this  afternoon  with  respect  to  the  coal  situation.  That 
is  all  for  the  present,  sir. 

The  Chairman.  Then,  the  committee  will  recess  now  until  2.15. 
The  Chair  wants  to  take  this  opportunity  of  thanking  Mr.  Nichols 
for  his  kindness  in  conducting  the  matter  for  us. 

(Whereupon,  at  1.15  o'clock  p.  m.,  the  committee  took  a  recess 
until  3  o'clock  p.  m.) 

AFrER  RECESS. 

(At  3.05  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess.) 

Mr.  Nichols.  Mr.  Chairman,  before  we  go  on  with  the  discussion 
of  the  coal  situation,  we  have  one  more  gentleman,  representing  a 
municipality,  and  I  will  call  on  Mr.  Briggs,  of  Chelsea. 

STATEMENT  OF  MR.  ALTON  E.  BRIOOS,  REPEESENTINO  MATO& 
BEEATH,  OF  THE  GITT  OF  CHELSEA,  MASS. 

Mr.  Briggs.  I  am  here,  Mr.  Chairman  and  gentlemen,  not  because 
1  can  add  anjrthing  to  what  was  said  this  morning,  but  because  of  a 
personal  request  tliat  came  over  the  telephone  to  my  office  from 
Mayor  Breath,  1  being  the  chairman  of  his  rent  investigating  com« 
mittee,  to  appear  here  and  make  a  statement  concerning  conditions 
in  our  own  city. 

The  city  of  Chelsea  is  a  small  city,  of  only  40,000  or  50,000  in- 
habitants; and,  from  the  viewpoint  of  the  work  of  our  committee,, 
there  is  not  an  a'^ute  condition  existing,  so  far  as  housing  conditions 
are  concerned.    We  have  had  a  great  many  cases  before  us;  but  most 
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of  them  seemed  to  have  arisen  because  of  disputes  that  commenced 
between  the  landlord  and  the  tenant  on  account  of  rents,  that  con- 
dition bein{j  largely  induced  by  the  fact  that  the  less  prosperous 
people  of  the  community  formerly,  wlto  have  become  more  pros- 
j>erous  under  the  conditions  eidsting  in  the  past  two  years,  have  de- 
sired to  burst  their  bondage  in  the  poorer  quarters  of  the  city,  and 
go  into  the  better  quarters.  It  may  oe  said  that,  almost  without  ex- 
ception, satisfactory  agreements  have  been  reached — satisfactory  to 
both  sides — the  landlord  and  the  tenant — so  far  as  our  work  is  con- 
cerned. 

As  to  some  possible  solution,  of  course  no  man  is  wise  enough, 
under  present  circumstances,  to  solve  all  the  situations  that  exist.  It 
appears  to  me,  however,  that  it  is  not  the  man  who  is  wanting  a 
house  to  live  in  to-day  who  is  being  so  much  injured  as  it  is  the  indi- 
vidual whose  labor  might  be  employed  in  building — and  even  that 
type  of  man  is  probably  emplpyed  in  some  other  occupation — but 
more  particularly  the  contractor  and  the  builder  himself,  who  should 
be  feeling  the  stress  of  the  present  situation.  Personally,  I  am  of  the 
belief  that  the  cities  should  do  as  little  as  possible,  and  only  then 
under  the  stress  of  real  distress.  I  believe  that  the  initiative  on  the 
part  of  the  individual  and  the  capability  of  business  to  care  for  the 
wants  of  the  people  is  the  thing  that  should  produce  the  best  results. 

Xor  do  I  believe  in  the  so-called  untaxable  equities.  In  fact,  I  am 
a  great  unbeliever  in  imtaxable  equities.  I  believe  that  every  form 
of  equity  should  be  taxed ;  and,  in  that  respect,  I  might  go  to  the  very 
great  extreme  of  including  in  the  list  many  old-time  equities  that 
have  always  been  regarded  as  necessarily  free  from  taxation;  so,  on 
that  account,  the  very  thought  of  attempting  through  municipal 
action  to  create  nontaxable  equities  is  repulsive  to  me,  and  I  could 
not  approve  of  it  for  a  moment. 

The  Chairman.  Were  you  here  this  morning,  Mr.  Briggs  ? 

Mr.  Briggs.  For  a  short  time ;  yes. 

The  Chairman.  I  do  not  know  whether  you  were  here  when  I 
asked  one  of  the  witnesses  what  he  thought  of  exempting  from  tax- 
ation for  a  period,  say,  of  five  jears,  only  new  buildings  erected 
solely  for  dwelling  purposes,  having  in  mind,  of  course,  the  encour- 
agement of  people  to  build  dwellings,  in  order  to  settle  this  (question, 
rather  than  to  have  the  city  or  the  State  or  the  Nation  go  into  the 
building  business. 

Mr.  Briggs.  Well,  from  my  somewhat  extreme  viewpoint  which  I 
have  already  stated,  relative  to  nontaxable  equities,  I  could  not  see 
in  that  a  solution,  unless  it  were  a  solution  to  obviate  real  distress. 

The  Chairman.  As  you  perhaps  know,  we  have  just  passea  a  ship- 
ping bill  in  Washington,  in  whicn  we  gave  a  preference  of  5  per  cent 
to  American  vessels  bringing  in  goods. 

Mr.  Briggs.  Yes. 

The  Chairman.  We  gave  them  that  indirect  subsidy. 

Mr.  Briggs.  Yes. 

The  Chairman.  We  have  also,  in  that  same  bill,  provided  that 
the  profits  of  American  ships  in  forei^  trade  shall  be  exempt  from 
all  excess-profits  taxes,  the  purpose  being  to  re-create  and  maintain 
an  American  merchant  marine,  which  we  have  sorely  needed. 

Mr.  Briggs.  Surely. 


472  RECONSTRUCTION   AND  PRODUCTION. 

The  Chairman.  Now,  in  a  great  emergency  like  this,  if  there  is  a 
real  need  for  housing,  is  the  Government  justified,  do  you  think,  in 
enacting  legislation  of  that  character  ? 

Mr.  Briggs.  If  there  is  a*  real  distressing  need,  yes ;  as  a  matter 
of  compromise,  certainly. 

The  Chairman.  Then  the  State  of  Massachusetts  might  give  au- 
thority to  its  mayors  and  councils  of  the  various  cities,  if  they  find 
the  situation  is  really  distressing,  to  exempt  from  taxation,  perhaps, 
new  buildings  erected  solely  for  dwelling  purposes,  for  a  limited 
period  of  years  ? 

Mr.  Brigos.  Yes.  It  seems  to  me,  however,  that  the  real  solution 
of  the  present  difficulty,  which  dates  back  to  even  a  bit  before  the 
distressing  conditions  created  by  the  war  existed,  is  the  matter  of 
decentralization.  It  may  seem  almost  like  heresy  to  suggest  that  our 
cities  should  not  be  bigger^  but  believing  as  I  do,  from  some  consid- 
erable study  of  the  situation^  during  the  past  10  years,  that  many 
of  our  evils  to-day  exist  because  too  many  people  are  living  in  con- 

§ested  communities,  I  would  say  that  anything  that  the  United 
tates  Government  or  the  States  or  the  city  governments  themselves 
can  do  to  decentralize  would  be  doing  something  really  construc^ve ; 
and  when  they  do  that,  also  to  develop  a  commuting  transportation 
system,  including  both  steam  and  electricity,  which  can  carry  the 
people,  so  that  they  can  do  business  in  communities  25  or  40  miles 
away.  That,  to  my  mind,  is  the  real  solution  of  the  difficulties  that 
exist  to-day  in  the  cities,  where  the  most  trouble  does  exist.  It  was 
a  very  noticeable  fact  that  our  last  census  showed  that  the  cities 
had  grown  33  per  cent  in  10  years,  while  the  rural  communities  had 
only  grown  10  per  cent.  We  not  only  need  the  growth  of  the  rural 
communities  for  the  sake  of  getting  the  added  production  of  food, 
but  we  also  need  them  to  prevent  the  evils  that  are  existing  in  the 
cities,  and  to  create  more  healthful  conditions  for  the  people  under 
which  to  live. 

The  Chairman.  I  think  the  committee  is  inclined  to  agree  with 
you  in  that  regard,  Mr.  Briggs.  Have  you  any  particular  sugges- 
tion to  offer  as  to  how  we  could  encourage  the  people  to  go  back  to 
the  farms? 

Mr.  Briggs.  There  is  a  very  serious  condition  existing  within  40 
miles  of  Boston,  not  particularly  dealing  with  Boston,  but  with  other 
fairly  large  communities  or  towns,  where  a  very  considerable  area 
beyond  the  range  of  a  town  has  been  developed  during  the  last  15 
years  by  the  building  of  electric  railways  running  out  into  these  com- 
munities, and  all  along  those  lines.  I  have  in  mind  one  community, 
where  I  spent  much  of  my  boyhood  days,  and  in  the  country  there- 
abouts 25  years  ago  there  was  hardly  a  house  in  sight,  but  now  we 
find  the  whole  road  lined  with  homes,  and  the  traction  companies 
have  ceasedto  operate.  Now,  that  is  a  very  serious  situation  in  many 
parts  of  New  England. 

The  Chairman.  Can  you  tell  us  why  they  have  ceased  to  operate 
those  traction  lines? 

Mr.  Briggs.  I  can  not ;  no,  sir.  The  conditions  of  the  electric  roads 
are  beyond  me — beyond  my  knowledge.  Where  lines  used  to  be  able 
to  carry  cars  back  and  forth  with  people,  now  it  does  not  carry  any- 
one, because  it  does  not  run. 
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The  Chairman.  Well,  is  that  because  of  the  fact  that  people  have 
left  those  communities,  going  to  the  big  cities  because  of  supposed 
advantages  that  they  may  enjoy  there,  or  is  it  because  of  too  nigh  a 
rate  on  the  cars,  or  is  it  perhaps  because  there  was  not  enough  fare 
paid? 

Mr.  Briggs.  All  we  know  is  that  the  cars  have  ceased  to  operate. 

The  Chairman.  The  gentleman  states  a  theory  in  which  most  peo- 
ple will  concur,  that  it  would  be  a  good  thing  to  have  the  people 
go  back  to  the  farms,  and  if  the  gentleman,  in  his  leisure  moments, 
can  prepare  a  suggestion  for  the  committee  to  develop,  I  will  be  very 
glad  to  present  it  to  Congress,  and  j)erhaps  he  or  some  one  else  can 
work  out  some  means  of  accomplishing  what  I  think  is  most  com- 
mendable. I  live  in  a  big  city,  and  nave  lived  there  all  my  life, 
and  I  represent  the  largest  State  in  the  Union ;  but  I  wouFd  like  to 
encourage  people  to  go  back  and  live  in  the  farming  communities,  if 
they  could.  We  have  hundreds  and  Jiundreds  of  fertile  farms  in 
New  York  where  people  have  given  up  their  homes  and  gone  to  the 
cities.  There  they  find,  perhaps,  better  amusements  for  the  young 
people  and  better  living  conditions,  and  that,  I  think,  is  the  reason. 
Now,  I  really  do  not  know  how  to  get  them  to  go  back  on  the  farms, 
and  I  would  like  to  have  some  one  to  help  me  work  it  out. 

Mr.  Briggs.  Preach  it  from  every  house  top,  Mr.  Chairman.  I 
think  I  have  nothing  further  to  say,  sir. 

Mr.  Nichols.  Perhaps,  Mr.  Chairman,  I  can  offer  some  testimony 
on  the  transportation  system,  being  somewhat  familiar  with  the 
situation  around  about  here.  Our  local  transportation. has  suffered 
veigr  greatly  on  account  of  the  old  theory  that  the  car  rider  ought 
to  pay  all  the  expenses,  and  the  car  rider  can  not  do  it.  That  is  the 
trouble  in  building  subways  and  tunnels  and  everything  of  that  sort. 
We  have  got  to  refinance  under  modem  conditions  what  ostensibly 
could  be  easily  financed  under  the  old  conditions.  Now,  that  is,  of 
course,  coupled  up  with  a  complexity  of  things — ^the  jitney  competi- 
tion has  hurt  one  local  line  here  very  much,  the  Bay  State — it  has 
not  hurt  the  elevated  so  much,  but  it  has  been  a  great  trouble,  of 
course,  all  throughout  Massachusetts,  and  we  had  a  very  elaborate 
study  of  that  whole  thing  in  May  last  year  by  a  special  street  rail- 
way committee.  The  fare  wAs  too  small  in  many  instances,  and  that, 
of  course,  has  had  to  be  raised ;  and  I  think  there  was,  in  many  in- 
stances, a  lot  of  loose  financing.  It  is  very  complex  but  those  are 
some  of  the  things  that  have  complicated  it. 

The  coal  situation,  I  think,  will  be  a  desirable  topic  to  treat  upon 
at  this  time,  and  I  will  call  upon  Mr.  David  A.  Ellis,  a  member  of 
the  State  commission  on  public  utilities,  who,  I  think,  is  thoroughly 
familiar  with  the  subject. 

STATEMEHT  OF  MB.  DAVID  A.  EIXIS,  COMiaSSIONEB  OF  PUBLIC 

UTILITIES,  BOSTON,  MASS. 

Mr.  Ellis.  We  are  facing,  as  you  doubtless  know,  Mr.  Chairman 
and  gentlemen,  a  very  difficult  and  critical  coal  situation  in  New 
£ngland.  Coal,  of  course,  is,  in  the  last  analysis,  merely  a  ques- 
tion of  transportation,  so  that  our  situation  in  the  last  analysis — our 
coal  situation — is  one  of  inadequate  transportation.    New  England 
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needs  to  accumulate  reserves  of  coal  beyond  what  most  States  of  the 
Union  do.  The  Northwest  is  in  a  worse  position  than  we  are,  but 
we  are  called  upon  during  the  good  weather  to  make  large  accumu- 
lations of  coal  because  of  our  distance  from  the  sources  of  supply^ 
because  of  our  severe  winters,  and  because  of  possible  strikes  and 
other  untoward  contingencies. 

Now,  not  half  of  our  coal  comes  in  by  rail ;  more  than  half  of  it 
comes  into  New  England  by  tidewater.  Our  railroads  have  now 
brought  in  half  of  our  coal,  and  they  are  not  capable  to-day  of  bring- 
ing in  much  over  half,  under  the  best  circumstances,  without  seri- 
ously interfering  with  the  transportation  of  other  commodities^ 
such  as  building  materials,  in  which  you  are  interested  more  di- 
rectly. So  a  serious  interference  with  the  free  movement  of  coal 
into  New  England  by  tidewater  means  interference,  in  the  first  jplace, 
with  the  bringing  in  of  other  commodities  into  New  England,  and 
then  if  it  grows  serious  enough  a  breakdown  of  the  New  England 
railroad  transportation  system,  and  finally  a  breakdown  of  the  trans- 
portation systems  which  feed  the  New  England  railroads. 

That  is  very  nearly  the  situation  which  we  are  facing  to-day.  Of 
course,  the  trouble — the  basis  of  all  this  trouble — lies  in  Europe  and 
in  the  deficient  coal  supplies  of  Europe.  I  do  not  know  how  much 
the  committee  would  like  to  go  into  detail  on  this.  I  have  here  some 
notes  on  the  coal  situation  in  Europe.  I  might  leave  with  the  com- 
mittee a  copy  of  these  notes,  and  say  very  briefly  what,  of  course, 
the  committee  knows  well,  that  Europe  is  not  producing  anything 
like  the  coal  that  it  did  before  the  war,  and  the  situation  is  not  im- 
proving materially.  The  papers  of  the  last  week  have  told  us  of 
strikes  in  the  upper  Silesia  which  are  interfering  seriously  with  the 
German  coal  supply,  and  I  see  that  the  British  coal  miners  have 
recently  voted  to  go  out  on  a  strike ;  I  believe  they  desire  the  nation- 
alization of  the  coal  mines  of  England.  Now,  the  result  of  the  short 
production  of  coal  in  Europe  has  been,  of  course,  a  tremendous  de- 
mand upon  America  for  its  coal,  and  that  centralizes  at  Hampton 
Koads.  Now,  Hampton  Roads,  as  I  understand  it,  was  built  origi- 
nally largely  for  the  transportation  of  New  England  coal. 

The  Chairman.  That  is  to  say,  the  Hampton  Roads  dumping 
facilities  for  coal? 

Mr.  Ellts.  Yes,  sir.  Now,  the  result  of  this  world's  demands  at 
Hampton  Roads  and  Baltimore — particularly  at  Hampton  Roads — 
has  led  to  a  tremendous  increase  in  exports.  Now,  you  take  in  Janu- 
arv,  there  were  897,000  tons  exported;  in  February,  718,000  tons; 
in^^March,  1,133,000  tons;  in  April,  1,903,000  tons;  in  May,  1,942,000 
tons;  in  June,  2,175,000  tons.  The  official  figures  for  the  month  of 
July  are  not  yet  available,  but  from  the  forecasts  which  have  ap- 
peared in  the  trade  journals  it  seems  likely  that  the  figures  for  July 
will  exceed. those  for  June,  and  the  movement  for  the  month  of 
August,  we  understand,  has  shown  no  reduction  from  the  rate  reached 
in  June  and  July. 

Now,  in  that  large  volume  of  exports,  to  meet  the  world's  shortage 
of  coal,  lies  the  cause  of  our  New  England  troubles. 

The  Chairman.  The  figures  for  June  and  July  would  seem  to  indi- 
cate that  we  would  have  coal  exports  of  about  25,000,000  tons  a  year 
if  those  figures  were  carried  out  for  the  entire  year? 
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Mr.  Ellis.  Yes,  sir. 

The  Chairman.  Does  the  witness  know  what  have  been  our 
previous  shipments  of  coal  abroad  annually  before  this  year? 

Mr.  Ellis.  Well,  I  do  not  have  them  in  this  memorandum,  but  I 
do  know  that  they  were  quite  slight,  in  comparison.  I  am  going  to 
ask  Mr.  Howie,  who  is  here,  whether  he  could  tell  us  what  the  exports 
of  coal  have  been  in  past  yeai*s.  Have  you  those  figures  available, 
Mr.  Howie?  .  . 

Mr.  Howie.  I  think  an  avera^  over  a  period  of  years  would  show 
about  500,000  tons  a  month  of  tidewater,  from  1912  to  1919. 

The  Chairman.  That  would  indicate  about  6,000,000  tons  a  year.  I 
thought  it  was  4,000,000.  So  the  coal  shipments  for  the  latter  part 
of  this  year  would  be  about  four  times  the  volume  of  the  shipments 
for  previous  to  this  year? 

Mr.  Ellis.  Yes.  Now,  we  are  feeling  the  results  of  that  in  New 
England.  In  the  first  place  we  have  gotten  an  insufficient  volume  of 
ccal — not  insufficient,  perhaps,  for  our  current  needs,  but  insufficient 
having  in  mind  that  we  have  got  to  build  up  reserves  during  the  sum- 
mer weather.  Then,  of  course,  we  are  paying  high  prices.  For  coal 
at  Hampton  Roads  to-day  the  spot  market  is  around  $20  a  ton.  It 
was  about  $5.50  a  ton  when  the  (iovemment  released  control  of  prices 
on  April  1. 

The  Chairman.  Mr.  Ellis,  your  coal  that  comes  by  the  water  route, 
do  you  know  if  that  is  contract  coal  or  is  it  spot  coal  ? 

Mr.  Ellis.  Well,  it  is  both,  I  think.  Mostly  or  largely  contract 
coal,  however.  It  is  both.  I  will  not  attempt  to  apportion  the  quan- 
tities, but  it  is  both. 

The  Chairman.  Could  you  tell  the  committee  what  the  needs  of 
the  public  utilities  of  this  State  are  during  a  year? 

Mr.  Ellis.  Yes:  I  can  tell  you  in  round  figures  that  I  think  the 
needs  in  tons  would  be  about,  say,  12,000,000  to  15,000,000  annually 
of  soft  coal  for  the  public  utilities. 

The  Chairman.  That  is,  for  the  public  utilities  alone? 

Mr.  Ellis.  Yes j  I  think  it  is  practically  that — around  12,000,000. 
If  I  am  incorrect  I  would  ask  Mr.  Howie  to  correct  me. 

Mr.  Howie.  That  includes  the  railroads. 

Mr.  Ellis.  I  think  that  is  substantially  correct. 

The  Chairman.  Do  you  know  what  proportion  of  that  supply  has 
come  to  New  England  on  contract  made  by  those  public  utilities,  and 
what  proportion  they  hav^  had  to  go  out  into  the  market  and  buy  ? 

Mr.  Ellis.  I  am  afraid  I  can  not  answer  that,  but  I  think  Mr. 
Tenney,  who  will  speak  later,  will  have  some  rather  precise  figures 
on  that. 

The  Chairman.  Very  well,  then. 

Mr.  Ellis.  These  increasing  prices  are  producing  great  hardship 
upon  the  users  of  the  public  utility  facilities.  I  am  a  member  of  the 
public  utilities  commission  and  we  have  had  to  raise  the  price  of 
gas,  electric  light,  and  all  that  sort  of  thing  right  straight  along  the 
line  in  order  to  enable  the  public  utilities  to  do  business;  and  that 
means  a  serious  burden  on  the  pockets  of  the  consumers  of  those  very 
essential  things.  Then  you  have,  of  course,  as  a  result  of  this,  the 
congestion  of  the  New  England  railroads  and  the  embargoes  on  neces- 
sary commodities.    I  see  tnat  the  Boston  &  Maine  just  issued  another 
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embargo  a  couple  of  days  ago.  Now,  that  interferes  with  all  kinds 
of  programs,  including  your  building  program.  It  is  also  having  a 
bad  effect  on  the  railroads  back  of  the  New  England  railroads.  Of 
course,  whenever  New  England  puts  an  embargo  on  something  it 
clutters  up  the  railroads  which  have  the  merchandise  to  deliver  to- 
the  New  England  railroads,  so  that  it  tends  to  put  the  whole  trans- 
portation system  of  the  North  Atlantic  States  out  of  gear. 

Now,  the  remedy  for  that  sort  of  thing  is  perhaps  not  very  far  to- 
seek.  The  Interstate  Commerce  Commission  nas  issued  orders  which 
are  accomplishing  some  measure  of  good,  but  they  are  not  accom- 
plishing the  maximum  of  good.  The  only  real  way,  probably,  in 
which  this  situation  can  be  dealt  with  is  by  striking  at  the  root  of 
the  evil — exports. 

Now,  England  has  done  that ;  England  has  developed  a  very  busi- 
nesslike program  on  that  subject.  It  limits  strictly  the  amount  of 
coal  that  can  be  exported,  and  it  fixes  the  price  at  which  it  can  be 
exported.  I  think  in  England  the  price  of  coal  exported,  if  I  remem- 
ber rightly,  is  about  double  the  price  of  coal  fixed  for  domestic  use* 
It  is  rather  amusing  to  think  that  England  restricts  its  exports  so 
carefully  and  then  that  we  sell  coal  at  Hampton  Roads  to  operate 
the  Government-controlled  roads  in  Egypt.    That  is  an  actual  fact. 

Now,  France  has  recently  undertaken  some  regulations  in  the  same 
direction.  I  appreciate  that  under  the  Constitution  the  Congress  has 
no  right  to  levy  a  tax  upon  exports,  as  I  recall  it;  but  the  question 
of  coal  for  export  is,  in  the  last  analysis,  purely  a  question  of  pier 
facilities,  and  those  pier  facilities  are  under  the  control  of  the  Gov- 
ernment of  the  United  States;  and  when  we  go  down  to  Hampton 
Roads  and  try  to  buy  coal  what  we  are  really  doing,  in  effect,  is 
merely  to  bid  for  pier  facilities  against  the  Italian  Grovemment,  or 
what  not.    I  think  that  is  all  I  care  to  say,  sir. 

The  Chairman.  Mr.  Ellis,  it  has  been  suggested  to  the  committee 
that  the  export  of  coal  to  other  parts  of  the  world,  where  they  are 
so  much  in  need  of  fuel,  would  put  the  rest  of  the  world  under 
great  obligation  to  America  for  coal  just  at  a  time  like  this,  when 
nobody  else  is  furnishing  coal  for  them.  What  do  you  think  of 
that  ? 

Mr.  Ellis.  I  think  there  is  a  good  deal  of  force  in  that;  but  the 
question  really  comes  down,  in  the  last  analvsis,  to  whether  you 
want  to  put  a  New  England  man  out  of  a  joo  in  a  mill  in  order^ 
let  us  say,  to  keep  a  Dane  at  work  in  Copenhagen.  That  is  what  it 
largely  comes  down  to. 

The  Chairman.  A  witness  to  whom  I  presented  that  question  in 
Baltimore  the  other  day  suggested  that  the  South  Africans  or  South 
Americans,  whom  we  are  requiring  to  pay  $30  to  $50  a  ton  for  coal 
in  this  present  emergency,  in  years  to  come  would  not  feel  under 
very  great  obligation  to  us. 

Mr.  Ellis.  I  should  think  that  is  a  still  shorter  answer,  and  that 
is  borne  out  by  the  official  action  of  the  French  Government,  with 
which  you  are  doubtless  acquainted.  The  particular  thing  that 
the  French  (lovemment  is  striking  at  is  the  price  of  coal.  It  for- 
bids any  coal  to  be  sold  in  France  above  a  certain  price,  and  the 
interesting  thing  about  the  newspaper  articles  which  I  have  read 
and  have  in  my  bag  is  that  the  articles  tell  in  Paris,  for  example. 
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how  the  American  coal  dealers  there  are  protesting  violently  against 
this  infringement  upon  their  rights.  They  have  even  suggested 
that  the  French  Government  can  have  no  constitutional  right  to  fix 
a  price  on  coal  which  would  interfere  with  the  contracts  which  the 
American  coal  speculators,  for  the  most  part,  have  already  made 
with  Frenchmen. 

The  Chairman.  Is  that  all  you  have  to  say  to  the  committee,  Mr. 
Ellis? 

Mr.  Ellis.  Yes ;  I  think  that  is  all,  Senator. 

The  Chairman.  The  committee  thanks  you  very  much,  sir. 

Mr.  Ellis.  Not  at  all,  sir. 

Mr.  Nichols.  Now,  Mr.  A.  B.  Tenney,  of  C.  H.  Tenney  &  Co., 
who  represents  a  number  of  public  utility  companies. 

STATEMENT  OF  MB.  A.  B.  TENNET,  PBESXDENT,  C.  H.  TENNEY  & 

CO.,  BOSTON,  MASS. 

The  Chairman.  You  are  a  member  of  the  firm  of  C.  H.  Tenney  & 
Co.?  • 

Mr.  Tenney.  I  am  associated  with  it.  I  am  President  of  the  Mai- 
den &  Melrose  Gaslight  Co.,  and  other  gas  and  electric  companies  in 
Massachusetts.  I  am  also  acting  now  in  the  capacity  of  chairman  of 
a  small  committee  representing  the  gas  and  electric  utilities  of  Mas- 
sachusetts. The  principal  statement  that  I  have  to  make  will  relate 
to  those  companies,  although  in  the  course  of  preparing  a  few  sug- 
gestions relating  to  Massachusetts,  my  effort  carried  me  generally 
about  New  England  somewhat.  I  have  prepared  here  a  statement  in 
some  detail,  which  I  shall  not  attempt  to  read,  as  I  realize  that  your 
time  is  limited ;  but  I  shall  leave  it  with  the  committee,  if  I  may,  and 
refer  simply  to  one  or  two  of  the  more  important  points  in  connection 
with  it. 

One  of  the  principal  things  relating  to  a  successful  and  proper 
operation  of  a  public  utility  is  an  adequate  supply  of  fuel,  either 
coal  or  oil,  or  both. 

On  June  26,  1920,  taking  19  typical  gas  companies  in  Massachu- 
setts, and  figuring  their  day's  supply  of  coal  on  hand  and  comparing 
it  with  the  returns  to  the  department  of  public  utilities  for  June  30, 
1919,  the  gas  companies  had  on  hand  but  25  per  cent  of  the  supply 
of  gas  coal  that  they  had  on  June  30,  1919.  At  that  time — that  is, 
June  26,  1920 — the  average  day's  supply  of  gas  coal  on  hand  of  all 
the  public  utilities  in  New  England  that  I  could  get  replies  from 
*was  about  25  days'  supply,  whereas  a  normal  supply  for  a  gas  com- 
pany is  about  100  days'  supply  of  gas  coal. 

Now,  taking  the  electric  companies,  we  find  that  they  had  on  hand 
on  June  26, 1^0,  as  compared  with  June  30, 1919,  only  about  33^  per 
cent  of  their  normal  supply,  and  relating  that  fact  to  the  clay's  supply 
of  steam  coal  on  hand,  the  electric  companies  should  have  75  to  90 
days'  supply  of  steam  coal. 

1  could  give  considerable  interesting  history  as  to  the  limited 
supply  on  hand  at  that  time  of  the  utilities  throughout  New  England, 
but  that  is  all  covered  in  the  memorandum  which  I  shall  leave  here, 
and  it  will  perhaps  be  sufficient  now  to  say  that  there  were  46  utili- 
ties, exclusive  of  steam  roads,  that  had  less  than  10  days'  supply.    It 
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takes  about  35  days,  under  normal  conditions,  to  get  coal  from  the 
mines  to  the  public  utilities  here  in  New  England. 

That  this  condition  of  shortage  of  coal  is  not  due  to  a  failure  to 
make  contracts  is  shown  by  the  fact  that  our  analysis  indicated  that 
the  major  portion — I  should  say  90  per  cent — of  the  gas  and  electric 
companies  had  made  contracts  for  their  coal  early  m  the  spring — 
March  and  April. 

The  Chairman.  That  is  the  usual  period  for  making  contracts? 

Mr.  Tenney.  Yes,  sir.  Coal  fails  to  come  through,  due  to  car 
shortage.  That  is  to  say,  that  is  the  reason  that  was  advanced  to 
the  managers  of  the  utilities  companies— that  the  contractors  could 
not  fulfill  their  contracts  on  account  of  a  car  shortage. 

A  few  figures  indicate  that  the  percentage  of  contract  deliveries 
from  April  1  to  July  1  on  gas  coal — that  is,  bituminous  gas  coal — 
that  but  47  per  cent  of  the  contract  requirements  had  been  shipped — 
there  were  two  contracts  which  I  have  in  mind,  aggregating  146,000 
tons  of  coal  for  the  year,  and  one  had  shipped  47  per  cent  and  an- 
other but  37  per  cent,  the  excuse  being  car  shortage. 

The  Chairman.  Well,  that  percentage  of  delivery  did  not  meet 
your  immediate  needs,  did  it? 

Mr.  Tenney.  No,  sir;  that  was  well  below  the  immediate  needs. 

The  Chairman.  What  percentage*  of  your  immediate  needs 
was  it? 

Mr.  Tenney.  I  shoidd  not  think  that  that  met — well,  in  those  two 
contracts  I  should  say  about  80  per  cent  of  the  immediate  need  at 
the  present  time.  These  contracts  are  made  for  12  months,  and  the 
aggregate  quantity  is  the  amount  required  during  12  months, 
shipped  in  12  equal  monthly  shipments. 

The  Chairman.  And  if  you  were  receiving  a  100  per  cent  supply 
you  would  be  laying  aside  a  surplus? 

Mr.  Tenney.  Yes. 

The  Chairman.  But  when  only  receiving  47  per  cent  from  one 
and  37  per  cent  from  another,  then  you  were  able  to  lay  aside  no 
surplus  and  you  were  inquired  to  buy  coal  at  spot  prices? 

Mr.  Tenney.  Yes.  sir. 

The  Chair^ian.  So  I  would  assume  that  20  per  cent  of  your  needs 
during  April,  May,  and  June  you  had  to  supply  in  the  open  mar- 
ket— ^that  which  you  actually  used? 

Mr.  Tenney.  I  should  think  it  would  be  higher  than  that.  I  am 
trying  to  give  you  some  exact  figures  that  I  had  in  mind.  I  had  to 
buy  myself  21,000  tons  to  meet  about  36,000  tons  that  I  should  have 
received.    That  is,  about  60  per  cent  of  spot  coal  I  had  to  buy. 

The  Chairman.  So  at  one  period  you  had  to  buy  60  per  cent  of 
your  supply  in  spot  coal  ? 

Mr.  Tenney.  Yes ;  to  make  up  my  daily  requirements. 

The  Chairman.  Does  the  table  that  you  have  prepared  and  are 
submitting  to  the  committee  contain  a  statement  of  the  price  you 
paid  for  your  contract  coal  ? 

Mr.  Tenney.  I  have  here  some  extracts  which  I  think  will  answer 
that.  At  any  rate,  I  can  tell  you  for  gas  coal  the  average  price  was 
$3.50  a  net  ton  at  the  mines  on  the  1st  of  April.  The  steam  coal  was, 
I  think,  $3.75  a  net  ton  at  the  mines  on  the  1st  of  April. 

The  Chairman.  Both  per  net  ton? 
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Mr.  Tenney.  Yes:  both  per  net  ton. 

The  Chairman.  Those  two  figures  are  contract  figures? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  For  this  year's  delivery? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  During  the  coal  year,  from  the  1st  of  April  to 
the  1st  of  April? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  Now,  you  are  compelled  to  go  out  and  buy  spot 
coal? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  And  does  this  contractor  make  up  the  difference 
to  you  at  all? 

Mr.  Tenney.  No,  sir ;  that  coal  which  has  been  unshipped  for  the 
months  that  have  elapsed  will  not  be  made  up  under  the  terms  of  tlie 
contract. 

The  Chairman.  And  you  have  no  relief. 

Mr.  Tenney.  No,  sir. 

The  Chairman.  Have  you  a  record  there  of  the  prices  you  paid 
for  spot  coal  during  that  period  ? 

Mr.  Tenney.  I  have  some  records  here  which  I  think  perhaps  will 
give  you  what  you  want.  For  instance,  one  electric  company  paid 
as  high  as  $21.18  a  ton  for  steam  coal. 

The  Chairman.  At  the  mine? 

Mr.  TenneY'.  No,  sir ;  that  is  a  delivered  price. 

The  Chairman.  What  would  that  make  it  at  the  mine,  about  ? 

Mr.  Tenney.  I  should  think  that  would  make  the  price  at  the 
mine  approximately  $14  or  $15. 

The  Chairman.  So  that  would  be  about  $10  or  $11  more  than  the 
contract  price  ? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  $11,  or  $12,  rather? 

Mr.  Tenney.  Yes. 

The  Chairman.  Above  the  contract 'price? 

Mr.  Tenney.  Yes.  A  street  railway  paid  as  high  as  $16.70  a  ton. 
One  steam  railroad  paid  as  high  as  $18.75,  and  one  gas  company  as 
high  as  $17.  Those  are  all  per  net  ton,  delivered.  Now,  the  enects,  of 
course,  of  these  increased  costs  are  really  startling.  There  was  one 
thing  that  I  wanted  to  bring  out — the  department  of  public  utilities 
in  l^ssachusetts  has  met  this  question  of  increased  costs  in  a  big  way, 
and  they  have  allowed,  upon  proper  showing,  the  gas  companies  to 
advance  their  prices.  I  say  "  the  gas  companies,"  because  most  of  the 
increases  have  been  on  gas  rather  than  on  electricity  up  to  the  pres- 
ent time.  A  clipping  from  the  Boston  Herald^  under  date  of  July  11, 
1920,  of  which  I  have  a  copy  here,  gives  a  list  of  39  companies,  to 
which  I  have  added  a  fortieth  company,  which  shows  the  increases 
allowed  over  the  previous  prices ;  and  for  18,000,000,000  feet  of  gas 
sold  by  these  companies  for  the  year  ending  June  30^  1919 — and  those 
are  the  latest  figures  available — these  increased  prices  mean  a  total 
of  five  million  seven  hundred  and  odd  thousand  dollars — the  in- 
creased cost  to  the  consumers,  for  coal  and  oil — the  principal  propor- 
tion of  this  being  coal. 

The  Chairman.  $5,700,000  to  the  public  utilities? 
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Mr.  Tenney.  To  the  consumers  of  gas  in  Massachusetts. 
The  Chairman.  That  is  for  gas  alone  ? 
Mr.  Tenney.  Yes,  sir;  gas  alone. 

The  Chairman.  Mr.  Tenney,  did  I  ask  you  a  moment  ago  if  you 
could  give  me  the  names  of  the  concerns  from  whom  your  companies 
buy  coal  ? 
Mr.  Tenney.  I  shall  be  very  glad  to  do  so ;  yes. 
The  Chairman.  Is  it  possible  for  you  to  give  us  the  names  of  the 
companies  from  whom  you  bought  spot  coal  ? 
Mr.  Tenney.  I  should  think  so. 

The  Chairman.  I  wish  you  would.  I  ask  these  two  questions  of 
you  because  the  committee  has  been  informed  that  imder  some  cir- 
cumstances where  two  industries  or  two  public  utilities  are  operatii^ 
in  a  given  city,  a  public  utility,  A  buys  coal  under  contract  from  X, 
while  B,  a  public  utility,  buys  coal  under  contract  from  W,  then  X 
finds  himself  unable  to  furnish  A  all  that  the  contract  calls  for,  and 
W  also  finds  himself  unable  to  furnish  contract  coal  to'  B ;  but  A  can 
go  out  and  get  some  spot  coal  from  W,  as  B  can  get  it  from  X.  Now, 
have  you  seen  any  evidences  of  anything  of  that  character  here  in 
this  coal  situation? 

Mr.  Tenney.  Speaking  from  mv  own  experience,  Senator,  and  for 
my  own  companies,  I  do  not  think  we  have  had  a  single  case  where 
we  have  bought  spot  coal  at  spot  prices  from  the  people  with  whom 
we  had  made  contracts. 

The  Chairman.  No;  but  with  whom  some  other  people  had  made 
contracts  ? 

Mr.  Tenney.  Well,  I  have  heard  a  good  deal  about  such  things  as 
that. 

The  Chairman.  I  would  be  very  glad  to  get  some  definite  infor- 
mation on  that.  I  would  like  very  much  to  Know  if  any  industries 
in  New  England,  whether  public  utilities  or  otherwise,  are  buying 
coal  from  anybody  who  has  contracts  with  anybody  else  up  here,  at 
a  spot  price. 

Mr.  Tenney.  I  can  speak  for  my  own  companies  only  in  such  in- 
formation as  I  can  give  you.  I  should  feel  obliged  and  obligated 
to  the  other  companies  who  have  submitted  information  to  me  to  get 
their  consent  before  I  should  go  beyond  my  own  companies  that  I 
represent. 

The  Chairman.  Thank  you.    The  committee  will  be  very  glad  if 
you  will  get  that  information  from  the  others,  if  they  will  give  it. 
Mr.  Tenney.  Yes ;  I  will  endeavor  to  get  it. 

The  Chairman.  The  committee  would  not  care  to  be  put  to  the 
inconvenience  of  subpoenaing  your  associates  to  come  here  and  put 
them  under  oath,  or  to  examine  their  books. 

Mr.  Tenney.  I  shall  be  very  glad  to  endeavor  to  get  that  informa- 
tion for  you.  Senator. 

The  Chairman.  The  committee  has  given  this  subject  some  consid- 
eration in  New  York  and  in  Baltimore,  and  we  are  rather  impressed 
with  the  notion  that  some  coal  operators  have  taken  advantage  of 
this  diflScult  situation  to  profit  undidy  at  the  eimense  of  the  con- 
sumers, and  we  would  like  to  get  at  that  thing  dennitely — ^that  some 
men  having  contracts  here  in  New  England  have  failed  to  live  up 
to  their  contracts,  but  have  sold  at  higher  prices  coal  to  others  in 
New  England. 
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Mr.  Tenney.  I  would  like  to  add  this,  richt  at  the  present  time, 
that  I  have  been  surprised  to  see  how  much  spot  coal  I  could  get 
when  I  could  not  get  coal  on  my  contracts. 

The  Chairman.  The  complaint  is  broadcast  that  the  railroads 
have  failed  in  this  emergency,  but  it  seems  that  one  can  not  get 
through  the  coal  they  have  contracted  for,  but  can  get  coal  when 
they  need  it  by  paying  for  it  what  is  asked  ? 

Mr.  Tenney.  I  should  not  say  that  the  New  England  railroads 
have  failed  to  furnish  transportation,  because  I  have  gotten  plenty 
of  coal  at  spot  prices,  but  not  at  contract  rates. 

The  Chairman.  It  may  become  necessary  to  l^slate  on  this  sub- 
ject next  winter  in  order  to  prevent  a  repetition  of  this  condition. 

Mr.  TENNfcT.  Yes. 

The  Chairman.  And  the  committee  want  all  the  information  it  can 
obtain  on  the  subiect. 

Mr.  Tenney.  Shall  I  proceed.  Senator? 

The  Chairman.  Yes. 

Mr.  Tenney.  I  have  reached  about  the  end  of  my  story.  I  have 
tried  to  point  out  that  there  was  a  shortage  here  of  fuel  for  the 
public  utilities ;  that  it  was  not  due  to  the  failure  on  the  part  of  the 
public  utilies  to  make  contracts — many  .of  them  could  not  make 
contracts.  I  spent  a  great  deal  of  time  personally  trying  to  make 
contracts,  and  I  was  onlv  able  to  make  them  with  one  or  two  people 
who  had  supplied  us  before ;  so  I  know  the  difficulties  of  some  of  the 
other  companies  in  getting  contracts.  The  coal  did  not  come,  and 
the  situation  was  met  bv  buying  spot  coal ;  but  now,  since  the  order 
No.  9,  so-called,  of  the  Interstate  Commerce  Commission,  permitting 
assigning  cars  tor  public  utilities  and  public  institutions  has  been  in 
effect,  we  are  getting,  speaking  for  myself,  and,  I  think,  for  most  of 
the  companies  in  Massachusetts,  a  very  good  car  shipment  on  order 
No.  9.  This  order,  however,  expires,  1  understand,  on  the  18th  day 
of  September.  It  provides  only  for  current  needs;  it  does  not  per- 
mit any  storage.  Now,  one  of  the  things  that  the  public  utilities 
would  like  is  a  continuation  of  order  No.  9  and  an  expansion  of  it, 
enabling  it  to  store  up  against  the  time  when  the  slowing  up  of 
transportation,  which  will  come  in  the  next  two  or  three  months. 
Another  point  that  we  would  like  to  see  receive  some  attention  is  the 
question  of  these  foreign  shipments,  which  bring  us  in  direct  com- 
petition with  Europe,  and  make  us  here  pay  very  high  prices  for 
coal — prices  that  compare  favorably  with  rates  which  will  take 
coal  abroad. 

The  Chairman.  Mr.  Tenney,  you  are  disposed  to  feel  that  if  the 
exp)orts  were  reduced,  say,  to*  half  what  they  are  to-day,  or  should  go 
back  to  what  they  were  oefore  this  year,  that  that  would  materially 
affect  the  users  of  coal  in  New  England  to  their  advantage? 

Mr.  Tenney.  Yes,  sir ;  I  should  say  so — if  they  were  not  allowed 
to  sell  coal  abroad  until  the  requirements  of  home  were  taken  care 
of — some  reasonable  requirement  of  that  kind.  And,  further,  that 
the  question  of  price  is  one  which  must  be  met  some  time;  and  we 
should  not  be  obliged  to  pay  more  for  coal  at  the  mines  than  perhaps 
*is  paid  for  coal  at  the  mines  in  other  parts  of  the  count rv,  having 
in  mind  at  the  present  time  the  shipments  of  coal  to  the  I^Torthwest 
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and  the  prices  paid  for  same  and  also  the  prices  paid  under  contracts 
last  May  for  coal. 

Now,  attached  to  this  memorandum  which  I  shall  leave  with  you 
are  two  letters,  one  from  Mr.  Campbell,  who  is  associated  with  me 
in  the  Maiden  &  Melrose  Gas  Light  Co.,  describing  his  efforts  to  get 
some  coal  recently  and  how  difficult  it  was  to  get  any  definite  oner. 
All  that  he  was  able  to  get  was  about  1,000  tons  at  $10.76  at  the 
mines.  Then  there  is  a  letter  from  Mr.  Mahler,  of  the  Boston  Ele- 
vated, who  will  speak  later — the  purchasing  agent — and  who  will 
give  you  in  detail  his  experiences;  and  then  several  typical  letters 
that  1  selected  from  answers  to  inquiries  sent  out  by  the  department 
of  public  utilities  imder  date  of  July  6  to  all  the  public  utilities  in 
Massachusetts  under  their  jurisdiction,  asking  questions  as  to  the 

Srice  of  coal  for  the  months  of  April  and  May,  1919,  and  April  and 
[ay,  1920,  and  so  on,  for  June  and  July,  and  the  statement  as  to  the 
effect  upon  the  operating  cost.  I  think,  sir,  that  concludes  every- 
thing that  I  have  to  say. 

The  Chairman.  Mr.  Tenney,  can  you  tell  the  committee  the  prices 
paid  by  your  concern  or  those  that  you  represent  ? 

Mr.  Tenney.  Yes,  sir. 

The  Chairman.  The  contract  prices  for  coal  vfor  the  years  from 
1914  to  1920? 

Mr.  Tenney.  Yes,  sir.  I  can  not  give  you  that  offhand,  but  I  will 
get  it  and  submit  it  to  you." 

The  Chairman.  Very  well.  If  you  will  address  me  at  No.  29  West 
Thirty-ninth  Street,  New  York. 

Mr.  Tenney.  Yes. 

The  Chairman.  The  names  of  the  coal  contractors  from  whom  you 
purchased  coal  and  all  the  other  gentlemen  whom  you  represent  and 
with  the  names  of  the  people  from  whom  they  purchased  spot  coal 
and  the  prices  they  paid  for  spot  coal  ? 

Mr.  Tenney.  The  spot  coal — do  you  want  the  same  information 
from  1914  to  1920  from  all  these  others? 

The  Chairman.  No. 

Mr.  Tenney.  But  the  spot  coal  you  want  from  the  others? 

The  Chairman.  Yes.  1  want  the  contract  price  and  the  spot 
price  paid  by  the  other  public-utilities  men,  with  the  names  of  the 
people  with  whom  they  had  contracts  and  those  from  whom  they 
obtained  spot  coal.  If  any  of  them  object  to  giving  that  informa- 
tion, please  say  so  in  your  letter  and  we  will  ask  them  to  give  it  to  us 
directly. 

Mr.  Tenney.  Might  I  have  a  copy  of  those  requests  of  yours,  so 
that  I  may  follow  your  instructions  carefully  ? 

The  Chairman.  Yes;  we  will  write  you. 

Mr.  Miller.  Mr.  Tenney,  if  order  No.  9  were  extended  in  time 
and  in  scope,  so  that  you  could  make  storage  coal,  you  would  have 
no  use  for  order  No.  7,  would  j^ou  ? 

Mr.  Tenney.  I  do  not  sec  how  order  No.  7 — ^that  relates  to  open- 
top  cars  ? 

Mr.  Miller.  Yes. 

Mr.  Tenney.  I  do  not  just  see  how  that  has  any  effect  on  order 
No.  9. 
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Mr.  Miller.  I  mean  to  say  that  order  No.  7  would  not  be  necessary ; 
it  would  be  surplusage. 

Mr.  Tenney.  So  tar  as  the  gas  and  electric  companies  are  con- 
cerned, order  No.  9  is  what  we  are  really  interested  in. 

Mr.  MiLi^ER.  Have  you  made  any  estimate  of  the  percentage  of 
si>ot  coal  that  you  have  bought? 

Mr.  Tennet.  Well,  I  bought  21,000  tons  of  gas  coal,  all  of  which 
has  been  delivered,  and  that  is — let  me  see,  that  happens  to  be  about 
14  per  cent  to  date  of  my  contract  reauirements  for  the  year. 

Mr.  Miller.  You  have  bought  all  of  that  since  the  1st  of  May, 
have  you? 

Mr.  Tenney.  Yes ;  practicallv. 

Mr.  Miller.  Then  that  woula  be  something  like  25  per  cent? 

Mr.  Tenney.  Taking  my  monthly  quota  under  my  contracts,  I 
should  receive  about  13,000  tons  a  month,  and  I  bought  21,000.  Now, 
13,000  tons  a  month — say,  three  months,  just  roughly — would  be 
39,000  tons.  I  should  think  it  would  be  nearer  two  months,  or  26,000, 
and  I  have  had  to  buy  21,000  spot  coal. 

Mr.  Miller.  Eighty  per  cent  of  your  requirements? 

Mr.  Tenney.  Yes. 

Mr.  Miu.ER.  In  spot  coal? 

Mr.  Tenney.  Yes.  It  all  depends  upon  the  number  of  months  you 
take  in  your  calculation. 

The  Chairman.  Is  your  contract  coal  coming  all  rail  ? 

Mr.  Tenney.  Some  all  rail  and  some  by  water.  Most  of  this  con- 
tract happens  to  be  an  all-rail  proposition. 

The  Chairman.  The  rail  and  water  coal  is  a  mo:  e  expensive  propo- 
sition than  the  all  rail  ? 

Mr.  Tenney.  Yes. 

The  Chairman.  How  much  more  ? 

Mr.  Tenney.  Boughly,  $2  to  $3  a  ton  more. 

The  Chairman.  That  is  all,  Mr.  Tenney.    Thank  you  very  much. 

Mr.  Tenney.  Not  at  all.  Senator. 

(Statement  prepared  by  committee  representing  gas  and  electric 
companies  in  Massachusetts,  together  with  other  data  relating  to 
fuel  supply  for  gas,  electric,  water,  and  transportation  companies 
in  New  England  relating  to  their  fuel  supply.  Committee:  H.  H. 
Morrison,  general  manager,  Lynn  Gas  &  Electric  Co.,  Lynn,  Mass. ; 
M.  L.  Sperry,  vice  president.  Fall  Eiver  Gas  Works,  and  other 
companies;  A.  B.  Tenney,  president,  Maiden  &  Melrose  Gas  Light 
Co.,  and  other  companies :) 

Boston.  August  30,  1920, 
To  Senator  Caldeb, 

Chairman  Committee  on  Reconstruction  and  Production, 

No  one  will  deny  that  an  uninterrupted  public-utility  service  Is  absolutely 
essential  to  human  convenience. 

Continuous  service  (be  it  gas  for  heating,  cooking,  and  lighting;  be  It  elec- 
tricity for  lighting,  heating,  and  power ;  bfe  it  water  for  drinking  or  steam ;  be 
it  railroads  for  transportation)  depends  upon  an  adequate  and  uninterrupted 
supply  of  fuel — meaning  by  fuel,  coal  and  oil. 

Early  in  April  the  gas  and  electric  companies  in  Massachusetts,  foreseeing  a 
serious  situation  because  of  fuel  shortage,  met  with  the  Massachusetts  de- 
partment of  public  utilities  in  Boston  to  acquaint  the  department  with  the 
situation.     Acting  upon   their  suggestion,   these  gas   and  electric  companies 
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appointed  a  committee  of  three  (H.  H.  Morrison,  of  Lynn  Gas  &  Electric  Co.; 
M.  L.  Sperry,  of  Stone  &  Webster ;  and  A.  B.  Tenney,  of  the  Maiden  &  Melrose 
Gas  Light  Co.)  to  gather  Information  relating  to  the  then  existing  situation. 

Subsequently,  the  committee  met  with  the  department  and  the  presidents  of 
the  Boston  &  Maine,  New  York,  New  Haven  &  Hartford,  and  Boston  &  Albany 
roads,  and  steps  were  taken  to  relieve  the  immediate  emergency. 

Later  on,  at  the  request  of  Mr.  J.  J.  Storrow,  the  writer  sent  a  question- 
naire to  over  800  gas,  electric,  street  railway,  and  .water  compani^, .  under 
the  jurisdiction  of  the  public  utilities  commissions  of  the  six  New  England 
States,  a  copy  of  which  is  attached  hereto. 

Of  423  replies  received  to  July  14,  195  utilities  used  coal. 

A  compilation  of  these  reports  showed  the  following  situation,  as  of  June 
26,  1920 : 


OAS  COAL. 

Bituminous  gas  coal  on  hand. 

Daily  consumption , 

Days*  supply 

In  transit 

Days'  supply  In  transit 


Tons. 


25.7 


113,912 
I      4,422 


7.5 


I    31,803 


STEAM  COAL. 


Bituminous  steam  coal  cm  hand . 

Dai  ly  consumption 

Days'  supply 

Intramit 

Days'  supply  in  transit 


Days. 


25 


7.6 


Tons. 


243,552 
9,733 


74,375 


To  determine  what  would  be  a  fair  coal  supply  which  gas  and  electric  com- 
panies should  have,  19  typical  gas  companies  in  Massachusetts  r^;)orted  to  the 
department  of  public  utilities  for  June  30,  1^9,  129,276  tons  of  bituminous 
gas  coal  on  hand,  or  four  times  the  amount  in  1920. 

Eleven  representative  electric  companies  reported  on  June  30,  1919,  110,814 
tons  of  bituminous  steam  coal  on  hand  or  3.4  tiines  the  amount  in  1920. 

Applying  these  percentages  to  New  England,  there  should  have  been  on  Imnd : 

Tons. 

Bituminous  gas  coal 473,100 

Bituminous  steam  coal 836, 900 

On  this  date — June  26,  1920— the  fuel  situation  in  New  England  was  des- 
perate: 46  utilities,  exclusive  of  steam  roads,  had  less  than  10  days*  supply; 
76  utilities  exclusive  of  steam  roads,  had  less  than  20  days'  supply;  100  utili- 
ties, exclusive  of  steam  roads,  had  less  than  30  days'  supply ;  118  utilities,  ex- 
clusive of  steam  roads,  had  less  than  40  days'  supply ;  137  utilities,  exclusive  of 
steam  roads,  had  less  than  50  days'  supply;  152  utilities,  exclusive  of  steam 
roads,  had  less  than  60  days'  supply ;  159  utilities,  exclusive  of  steam  roads,  had 
less  than  70  days'  supply ;  166  utilities,  exclusive  of  steam  roads,  had  less  than 
80  days'  supply ;  169  utilities,  exclusive  of  steam  roads,  had  less  than  90  days' 
supply;  and  171  utilities,  exclusive  of  steam  roads,  had  less  than  100  days' 
supply. 

The  average  for  all  of  the  195  companies  reporting  was  but  25  days. 

When  one  recalls  that  it  takes  an  average  of  nearly  35  days  to  get  coal  from 
the  mines  to  New  England,  the  situation  was  appalling. 

That  this  condition  was  not  due  to  failure  to  make  contracts. Is  shown  by  the 
following : 

Of  30  gas  companies  having  less  than  50  days'  supply,  25  reported  having 
made  contracts,  2  had  tentative  agreements,  and  3  had  none. 

Of  66  electric  companies  having  less  than  50  days'  supply,  32  had  contracts, 
22  i-eported  "  no,"  12  did  not  report. 

Of  25  traction  companies  having  less  than  50  days'  supply,  14  reported  "  yes," 
6  "  no,"  and  the  balance  did  not  report. 

Of  12  water  companies  having  less  than  50  days'  supply,  4  reported  "  yes," 
1  verbal,  and  6  "  no." 

Most  of  the  conipanlos  which  reported  "no"  were  undoubtedly  unable  to 
make  contrnct.s.  as  we  know  the  difficulty  of  so  doing. 

This  serious  condition  was  not  due  to  failure  on  the  part  of  the  utility  com- 
panies to  make  contracts,  but  was  due  to  the  inability  of  the  shippers  to  deliver 
the  coal,  causing  a  great  shortage. 
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For  instance,  four  companies  having  contracts  for  126,000  tons  of  gas  reported 
delivery  of  but  47  per  cent,  while  on  another  contract  for  20.000  tons  they 
received  but  87  per  cent. 

While  it  is  true  tliat  the  rail  movements  were  affected  by  the  outlaw  strike, 
the  principal  reason  for  the  serious  condition  was  reported  by  the  operators  as 
due  to  car  shortage. 

On  July  1,  1920,  the  Massachusetts  department  of  Public  Utilities  addressed 
a  questionnaire  to  all  companies  under  its  Jurisdiction  regarding  the  cost  of 
coal  and  its  effect  upon  operating  expenses.  The  replies  to  these  questions 
showed  that: 

One  electric  company  paid  as  high  as  $21.18  a  ton  for  steam  coal ;  one  street 
railway  paid  as  high  as  $16.70  a  ton  for  steam  coal ;  one  steam  railway  paid 
as  high  as  $18.75  a  ton  for  steam  coal;  one  gas  company  paid  as  high  as  $17 
a  ton  for  gas  coal. 

In  reply  to  the  question,  "  What  is  the  effect  of  the  increase  In  cost  of  coal 
upon  your  operating  statement?*'  one  electric  company  reported  that:  "The 
increase  In  cost  of  coal  alone  for  the  year  ending  June  30,  1920,  was  to  add 
$1,415,048." 

Qr.e  street  railway  reported :  "  Our  operating  expenses  for  the  month  of  May, 
1920,  increased  approximately  $55,600  as  compared  with  the  month  of  May, 
1919." 

For  12  months  this  would  mean  $667,200. 

One  gas  company  reported:  "The  Increjise*]  cost  between  July,  1919,  and 
July,  1920,  Is  $10.20  per  ton."  This  iMirtlcuIar  comrmny  carbonized  for  the 
year  ending  June  30, 1919,  69.943  tons,  so  that  If  this  condition  continued  during 
the  present  fiscal  year  the  increased  cost  would  have  been  $713,419. 

One  steam  railroad  reported:  "The  total  cost  of  fuel  (cost  on  tender)  con- 
sumed in  May,  1919,  was  if313,964.76,  as  agoinst  $018,469.40  in  1920,  an  Incronso 
of  approximately  97  per  cent." 

At  this  rate  for  12  months  the  increase  would  mean  $3,767,568. 

All  gas  companies  In  Massachusetts  consumed  for  the  year  ending  June 
30,  1919: 

Net  torn. 

Bituminous  gas  coal 517.000 

Bituminous  steam  coal 46,750 

Anthracite  coal 68, 515 

Total 632,265 

All  electric  companies  in  Massachusetts  consumed  during  the  same  period 
879,547  net  tons. 

The  total  consumption  of  these  two  classes  was  1.511,812  net  tons. 

An  increase  of  $1  per  net  ton  means  $1,511,812  per  annum. 

The  following  extract  from  the  Boston  Herald  of  recent  date  (July  11.  1920) 
shows  how  the  gas  rates  of  Massachusetts  have  been  advanced  to  meet  the  In- 
creased cost  of  fuel : 

OAS    RATE   BOOST    IN   CHABIJ^TOWN — 30    CENTS    A    THOUSAND   ADDFI>— LONG   LIST   OF 

INCREASES. 

The  department  of  public  utilities  yesterday  authorize<l  the  Charlestown 
Gas  &  Electric  Co.  to  increase  the  price  of  its  gas  to  $1.35  from  $1.05.  The 
company  petitioned  for  permission  to  charge  $1.40. 

The  deportment  makes  the  following  statement : 

"  By  reason  of  transportation  difficulties  the  management  anticipators  that  it 
will  not  receive  more  than  60  per  cent  of  tha  coal  for  which  It  has  contracted, 
and  coal  purchased  in  the  open  mnrket  will  result  in  an  increase  of  $4.50 
per  ton  over  the  price  at  which  the  contract  coal  was  ordered.  Also  the 
quality  of  the  coal  so  far  received  shows  a  lower  yield  In  gas.  The  company 
makes  coal  gas  only,  and  an  Increase  of  $1  In  the  cost  of  gas  coal  means  an 
increase  of  10  cents  In  the  cost  of  making  gas,  save  so  far  as  modified  by  the 
Increased  value  of  residuals,  especially  coke. ' 

Few  win  be  the  gas  companies  of  Massachusetts  not  authorized  this  year 
to  raise  prices,  even  though  such  Increases  come  on  top  of  advances  granted 
within  a  twelvemonth. 
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In  Newburyport  gas  will  cost  $3,  aiihough  coal  can  be  landed  In  that  port 
at  the  mouth  of  the  Merrlmac  cheaper  by  far  than  all-rail  coal.  A  table  of 
Increases  of  the  price  of  gas  in  various  c<»niinunitie8  presents  the  following 
changes : 


Company  or  city. 


-*rliii^on 

Northiuiipton 

Salem 

Marlboro  Hudson 

Lowell 

Worcester 

Old  Colony 

Taimton 

Brockton 

Amherst 

Maldon  &  Melrose. . . 
Worcester  (a^ain) . . . 

W^akefield 

Suburban 

Lowell  (arain) 

Quincy 

Boston  Consolidated. 

Plymouth 

Attleboro 

Brockton  (attain) 


Increased 
from— 


$1.25 
1.25 
1.40 
1.25 
L20 
1.15 
1.00 
1.30 
1.45 
1.90 
1.20 
1.30 
l.flO 
1.20 
1.30 


1.00 


1.30 
1.80 


To— 


51.70 
1.W 
LSO 
1.80 
L30 
1.30 
2.00 
1.45 
2.10 
2.60 
L50 
1.50 
l.«0 
1.50 
L40 
1.35 
1.10 
2.75 
L40 
2.69 


Company  or  city. 


Beverly 

Webster  &  Southbridge 

East  hampton 

Worcester  County 

W^illiamstown 

Spencer 

T  exin^n 

Clinton 

-*  dams 

Pittsfteld 

Lenox  A  Lee 

Nantucket 

Cambril^e 

North -•  ttreboro 

Lynn. 

Newburyport 

Springfield 

South  Hadley 

East  Longmeadow 


Increase! 
from— 


T«>— 


$L70 
1.^ 
2.50 
3.00 
L65 
3.00 
2.00 
1.90 
1.05 
1.80 
2.00 
2.70 
1.60 
1.65 
1.36 
2.78 
1.45 
1.55 
1.60 


Since  the  above  article  was  printed  the  Boston  Consolidated  Gas  Co.  has  in- 
creased its  rate  from  $1.10  to  $1.35  per  1,000  cubic  feet  and  the  Fltchburg  Gas  & 
Electric  Light  Co.  has  increased  its  rates  from  $1.30  per  1,000  cubic  feet  to  $1.70. 

Total  sales  of  these  companies  for  the  year  ending  June  30,  1919,  was  18,376,- 
876,000  cubic  feet  and  the  increases  mean  an  added  burden  of  $5,706,698. 

To-day  the  situation  has  been  somewhat  improved  by  the  issuance,  by  the 
Interstate  Commerce  Commission,  of  orders  Nos.  8,  9,  and  11,  granting  priority 
of  car  assignment  to  steam  railroads,  public  utilities,  public  institutions,  and 
tidewater  shipments. 

Order  No.  9  affects  the  public  utilities  and  was  originally  issued  for  30  days ; 
fortunately  It  was  extended  a  second  30  days. 

Public  utilities  in  New  England  are  in  direct  competition  to-day  with  Europe. 
During  June  alone  nearly  2,000,000  tons  of  coal  were  reported  by  the  United 
States  Geological  Survey  as  having  been  exported ;  this  is  approximately  the 
total  coal  consumed  by  all  electric  light  and  power  companies  in  the  United 
States. 

In  addition  to  the  coal  supply,  all  gas  companies  in  New  England  are  vitally 
affected  by  the  cost  and  quantity  of  gas  coal,  the  price  of  which,  due  to  foreign 
competition  and  increased  use  by  vessels,  both  Government  owned  and  operated, 
and  the  automobiles,  has  increased  from  a  nominal  prewar  price  of  approxi- 
mately 3  cents  to  nearly  15  cents  per  gallon. 

Massachusetts  alone,  for  the  year  ending  June  30,  1919,  used  over  36,000,000 
gallons. 

What  the  utilities  of  Massachusetts  want,  and  New  England  as  well,  is : 

First.  A  continuation  of  the  Interstate  Commerce  Commission  Order  No.  9 
until  matters  are  again  normal. 

Second.  An  enlargement  of  Order  No.  9  from  a  restriction  of  **  current  use 
only,"  so  that  the  companies  may  accumulate  a  storage  to  insure  an  uninter- 
rupted service  during  the  coming  winter. 

Third.  An  embargo  on  foreign  shipments,  pariial  at  least,  until  we  at  home 
have  our  requirements  satisfied.  In  order  that  we  may  be  free  from  disturbances 
that  will  surely  follow  our  present  policy  in  case  of  shortage  at  home. 

Fourth.  Regulation  of  prices  so  that  we  will  not  have  to  pay  more  for  coal  at 
the  mines  than  other  portions  of  the  country. 

Attached  hereto  are  copies  of  letters  in  reply  to  the  question  of  the  Massa- 
chusetts Department  of  Public  Utilities,  and  two  letters  showing  how  nearly 
Impossible  it  Is  to  purchase  any  quantity  of  coal  to-day  for  tidewater  shipment 
to  New  England,  except  at  prices  so  exorbitant  that  to  pay  them  means  financial 
mln  or  a  cessation  of  public  service. 
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[MemoraDdum  for  Mr.  A.  B.  Tenney.] 

>r     /L   T>  m.  August  21,  W20. 

Mr.  A.  B.  Tenney  : 

^i.T^^1^^*^^  ^  endeavored  to  buy  a  cargo  of  southern  coal  for  the  loading  of  barge 
Cni9Hom,  and  talked  the  matter  over  with  the  Pocahontas  Fuel  Co.,  William 
C.  Atwater  &  CJo.,  Knickerbocker  Coal  Co.,  New  River  Fuel  Co.,  Dickerman  & 
English,  Gibson  &  Wright  Co.,  and  Seleeman  &  Kemball. 

Some  of  the  business  firms  above  mentioned  talked  with  other  shippers  and 
endeavored  to  secure  a  cargo  for  us.  Practically  no  coal  was  definitely  offered 
except  1,000  tons  of  Somerset  County  coal  at  Curtis  Bay  by  the  Gibson  &  Wright 
Co.  The  price  on  this  was  $10  per  ton  at  the  mines.  Seleeman  &  Kemball  could 
arrange  with  some  delay  a  cargo  of  high  volatile  coal  at  $10.75  per  ton  at  the 
mines.  The  above  people  agreed  that  to  secure  any  coal  at  this  time  was  most 
difficult. 

I  also  endeavored  to  secure  a  cargo  at  Philadelphia  and  New  York  shipping 
points,  but  could  find  nothing  available  at  any  price. 

Jere  Campbell. 

^ 

Offices  of  Board  of  Trustees  Boston  Elevated  Railway  Co., 

Boston,  August  17, 1920, 
Mr.  A.  B.  Tenney, 

Boston,  Mass, 

Dear  Mr.  Tenney:  Confirming  telephone  conversation  of  the  16th  Instant,  we 
are  having  considerable  difficulty  In  securing  cargo  of  coal  for  steamship 
Everett,  capacity  7,300  tons,  which  steamer  reported  for  loading  at  Hampton 
Roads  August  3. 

We  Inquired  of  the  following  parties  for  price  to  furnish  all  or  any  part  of 
cargo :  New  River  Coal  Co.,  Eastern  Coal  &  Export  Co.,  Fort  Dearborn  Coal  & 
Export  Co.,  Coale  &  Co.,  Virginia  Smokeless  Coal  Co.,  Davis  Coal  &  Coke  Co., 
Gulf  Smokeless  Coal  Co.,  West  Virginia  Coal  Co.,  W.  E.  Deegans  Coal  Co.^ 
Lake  &  Export  Coal  Conporatlon,  Raleigh  Smokeless  Fuel  Co.,  Interstate  Coal 
&  Dock  Corporation,  Consolidated  Co.al  Co.,  and  Weston-Dodson  Co.  Also  job- 
bers and  parties  In  Boston  representing  coal  companies. 

The  only  offers  we  have  from  above  Inquiries  Is  the  Raleigh  Smokeless  Fuel 
Co.,  who  offer  cargo  at  $20.75  to  $21.50  per  gross  ton  f.  o.  b.  Hampton  Roads,, 
and  1,500  tons  by  tlie  Weston-Dodson  Co.,  at  $12  gross  ton  f.  o.  b.  Hampton 
Roads.    The  Weston-Dodson  offer  we  accepted. 

We  purchased  from  George  E.  Warren  Co.  to  be  loaded  at  Lilly  No.  2  mine,. 
Lilly,  Pa.,  7  cars  per  day,  and  from  Hughes  No.  2  mine,  South  Forks,  Pa.,. 
3  cars  per  day  for  transshipment  at  South  Amboy  piers.  Anoroval  was  re- 
ceived for  this  amount  per  day  or  60  cars  per  week,  but  I  am  In  receipt  of 
advice  this  a.  m.  from  George  E.  Warren  Co.,  stating  that  they  are  just  in 
receipt  ,of  notice  from  the  shipper  that  the  number  of  cars  has  been  reduced 
to  30  cars  per  week  for  transshipment  from  South  Amboy. 

Our  plants  are  laid  out  principally  to  receive  coal  by  water,  and  we  estimate 
our  consumption  as  318,000  net  tons  per  annum.  We  have  chartered  steamship 
Everett — approximately  7300  tons  capacity — to  transport  our  requirements,  as 
our  facilities  for  handling  coal  via  rail  are  very  limited  and  expensive.  We 
discharge  steamship  Everett  in  24  hours,  and  when  the  steamer  is  loaded 
promptly  we  are  in  position  to  make  one  round  trip  per  week,  and  this  steamer 
will  transport  our  requirements  for  one  year. 

You  will  note  this  steamer  has  now  been  detained  at  Hampton  Roads  14  days 
awaiting  cargo,  and  during  that  interval  had  we  been  able  to  secure  coal  at  a 
reasonable  price  we  would  have  transported  approximately  15,000  tons  of  coal. 

As  advised  you  above,  the  only  offer  we  have  received  to  load  this  vessel  is 
$20.75  to  $21.50  per  gross  ton,  which  price  we  consi'ler  prohibitive. 

From  August  1  to  date  we  have  received  but  48  tons  of  coal,  therefore  it  has 
been  necessary  to  use  our  reserve  supply  for  or.r  current  requirements,  and  un- 
less we  can  secure  shipments  by  water  from  Hampton  Roads,  Baltimore,  or 
Philadelphia  our  situation  will  be  very  serious  In  a  very  short  time. 

Under  date  of  July  30  we  forwarded  requests  to  40  operators  and  jobbers  for 
proposal  covering  our  requirements  from  August  1  to  April  1 — approximately 
225,000  gross  tons.  The  only  reply  we  received  was  from  a  jobber  whom  I 
understand  represented  exporters  and  the  offer  was  for  a  period  of  12 
months — 200,000  tons — at  $12  per  gross  ton  f.  o.  b.  Hampton  Roads. 
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This  offer  our  trustees  did  not  consider  advisable  to  accept  on  account  of 
price,  and  we  also  felt  there  would  be  some  uncertainty  of  our  receiving  the 
supply,  providing  the  exporters  were  in  a  position  to  dispose  of  the  coal  abroad 
at  a  higher  price. 

I  have  no  doubt  if  the  Attorney  General  would  state  to  the  coal  operators 
what  he  considers  a  fair  price  to  charge  for  domestic  use  we  would  receive 
offers  from  various  operators  that  would  enable  us  to  make  contracts  covering 
our  total  requirements,  and  if  this  matter  can  be  brought  to  the  attention 
of  the  Attorney  General  to  secure  prompt  announcement  as  to  what  is  a  fair 
price  the  situation  in  the  Eastern  States  would  be  very  much  improved. 

I  inclose  herewith  copies  of  telegrams  sent  to  J.  M.  Howe,  J.  D.  A.  Morrow, 
and  C.  M.  Graham  by  the  New  England  Coal  Committee  in  the  endeavor  to 
secure  cargo  of  coal  for  steamship  Everett,  The  committee  received  but  one 
response  to  their  telegrams  advising  that  1,700  tons  of  coal  were  held  at  Norfolk 
by  the  three  following  parties.  We  wired  these  parties,  but  to  date  have  re- 
ceived no  response  to  our  inquiry. 

North  Attlebobo  Gaslight  Co., 

North  Attleboro,  Mass.,  July  6,  1920. 

The  Commonwealth  of  Massachusetts, 

Department  of  Public  Utilities. 

Gentlemen:  Answering  your  inquiry  of  July  1,  1920. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  The  average  cost  of  coal  for  the  months  of  April  and  May,  1919,  was 
$7.61. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  The  average  cost  of  coal  for  the  months  of  April  and  May,  1920,  was 
^.62;  May,  $10.12. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  The  average  cost  of  coal  for  the  month  of  June,  1919,  was  $7.61. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  The  average  cost  of  coal  for  the  month  of  June,  1920,  was  $11.92. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  We  were  paying  for  coal  on  or  about  July  1,  1919,  $7.61. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1, 1920? 
Answer.  We  were  paying  for  coal  on  or  about  July  1,  1920,  $15.30. 

7.  Question.  What  is  the  effect  of  the  coa!  increase  in  the  co.st  upon  your 
operating  expense? 

Answer.  The  effect  of  the  increase  in  the  cost  of  coal  upon  our  operating  ex- 
j>enses  is  60  per  cent  increase. 


Very  truly,  yours. 


North  Attlebobo  Gaslight  Co., 
E.  A.  CoDDiNo,  Clerk  of  Directors. 


ViBGiNiA  Smokeless  Coal  Co. 

W.  E.  Deeqans  Coal  Co. 

Interstate  Coal  &  Dock  Corporation. 

We  have  on  hand  at  the  present  time  approximately  21,000  net  tons  coal 
stored  as  a  reserve  at  six  different  stations.  Our  average  consumption  is  900 
net  tons  per  day. 

Yours,  truiy,  Edward  Mahler, 

Purchasing  Agent. 


Amesbury  &  Salisbury  Gas  Co., 

Amesbury,  Mass.,  July  7,  1920. 
Mr.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilities^  Boston,  Mass. 

Dear  Sir  :  We  have  gone  over  your  questions  and  answered  them  to  the  best 
of  our  ability,  taking  in  questions  1  and  2,  the  average  of  the  months  of  March, 
April,  and  May. 


RECONSTRUCTION  AND  PRODUCTION.  489 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  $7.90. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  $9.60. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  $10.80. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $16.35. 

.V  Question.  What  were  you  paying  for  coal  on  or  ahout  July  1,  1919? 
Answer.  $10  to  $12. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  In  answer  to  question  6  the  present  price  of  coal  runs  from  $16  to 

$20  and  very  hard  to  get  at  that,  as  none  of  the  dealers  seem  to  be  willing  to 
take  orders  to  ship  coal. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expenses? 

Answer.  Relative  to  the  effect  of  the  increase  in  the  cost  of  coal  upon  our 
operating  expenses,  it  is  estimated  to  be  40  per  cent  of  the  total  expenses.  We 
are  at  the  present  time  getting  $3  to  $3.50  per  thousand  for  our  gas,  and  we 
shall  either  have  to  ask  a  40  per  cent  increase  or  close  down  our  plant  Some- 
thing should  be  done  to  relieve  the  situation  in  the  pMce  of  coal  immediately. 
If  y<»u  are  able  to  help  our  small  company  in  any  way,  please  advise. 
Very  respectfully,  y|)urs, 

Amesburt  &  Salisbury  Gas  Co., 
By  John  A.  McCabtht, 

Superintendent, 

Offices  of  the  Board  of  Trustees, 

Boston  Elevated  Railway  CJo., 

Boston,  July  7,  1920. 
Mr.  Andrew  A.  Highlands, 

Hevretary  Department  of  Public  Utilities,  Boston,  Mass. 

Dear  Sir:  Repl>iug  to  your  questionnaire  of  July  1,  1920,  with  l^eference  to 
the  cost  of  coal  used  by  this  company,  I  would  report  as  follows,  the  price  I  am 
quoting  being  the  cost  alongside  the  wharf  at  Boston : 

1.  Question.  What  was  your,  average  cost  of  coal  for  the  months  of  April  and 
May.  respectively,  1919? 

Answer.  April,  1919,  $5.46 ;  May,  1919,  $5.36. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May, 'respectively,  1920? 

Answer.  April,  1920,  $8.48;  May,  1920,  $8.54. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  June,  1919,  $5.28. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  June,  1920,  $10.44. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  July  1,  1919,  $5.28. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  July  1,  1920,  $10.44. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expenses? 

Answer.  Our  operating  expenses  for  tlie  month  of  May,  1920,  increased  ap- 
proximately $55,600,  as  compared  with  the  month  of  May,  1919,  due  to  the 
difference  in  our  costs  for  the  two  months. 
I  trust  that  the  above  information  will  be  adequate  for  your  purpose. 
Yours,  very  truly, 

J.  H.  MoRAN,  General  Auditor. 

Edison  Electric  Illuminating  CJo.  of  Boston, 

Boston,  July  7,  1920. 

Average  cost  of  coal  per  long  ton  delivered  to  boilers : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 
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Answer.  $7,400  and  $7,197. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  $7,010.  , 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  $11,228. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  $6,839. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Some  of  the  July,  1920,  coal  cost  as  high  as  $21.18. 

7.  Question.  What  Is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  For  the  year  ended  June  30,  1920,  the  increased  cost  amounted  to 
$1,415,048.10. 


Salem  Gaslight  Co., 
Satem,  Mass.,  July  P,  J9Z0. 
Mr.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilities,  Boston,  Mass. 

Dear  Sir:  Referring  to  the  questions  asked  on  your  circular  of  July  1,  we 
would  answer  In  this  order : 

1.  What  was  your  average  cost  of  coal  for  the  months  of  April  and  May, 
respectively,  1919? 

Answer.  $7.24. 

2.  What  was  your  average  cost  of  coal  for  the  months  of  April  and  May, 
respectively,  1920? 

Answer.  $9.23. 

3.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  $7.34. 

4.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $12. 

7.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your  operating 
expense? 

Answer.  Increase  in  cost  adds  $51,000  to  operating  expense,  which  equals  IS 
cents  per  thousand  sold. 
Yours,  very  truly, 

John  S.  Tudbury,  Manager^ 

Beverly  Gas  &  Electric  CJo., 

Beverly,  Mass.,  July  7,  1920, 
Department  Public  Utilities, 

Boston,  Mass. 

Attention  Mr.  A.  A.  Highlands. 

Gentlemen  :  Replying  to  your  letter  of  July  1,  we  are  inclosing  schedule  show- 
ing cost  of  our  gas  coal  and  steam  coal. 

Our  estimated  consumption  this  coming  year  will  be  6,072  gross  tons  steairr 
coal  and  5,313  gross  tons  gas  coal. 

Replying  to  question  No.  7,  as  to  the  effect  of  Increased  cost  of  coal,  it  is 
necessary  to  make  an  estimate.  First,  taking  the  gas  coal,  we  expect  to  buy 
some  outside  coal  at  much  higher  prices  than  the  July  1  price,  because  the 
company  with  whom  we  have  contracts  state  they  are  unable  to  deliver  more 
than  60  per  cent  of  their  contract.  Using  July  1,  1920,  prices,  however,  as 
compared  with  June  1,  1919,  our  gas-coal  expense  would  increase  $12,379.^. 

In  regard  to  the  steam  coal,  we  hope  we  will  not  have  to  pay  July  1  prices 
all  the  year,  but  if  we  should  the  increased  cost  of  5,313  tons  at  this  price 
over  June,  1919,  price  is  $71,327.70. 

In  our  gas-coal  estimate  we  have  not  allowed  any  credit  from  the  increased 
price  of  coke,  because  practically  all  our  coke  is  used  In  our  water-gas  plant, 
and  there  would  be  simply  an  Increased  credit  to  the  coal-gas  operating  and 
an  increased  charge  to  the  water-gas  operating,  so  that  there  would  be  no 
Increase  in  net  receipts  from  coke  to  offset  the  increased  cost  of  the  coal. 

Trusting  this  will  give  j'ou  the  information  desired,  I  am. 
Very  truly,  yours, 

C.  K.  Prichard,  Treasurer. 
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Bevebly  Gas  &  Electbic  Co., 

July  6,  1920. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  Gas  coal,  April,  $9.20;  May,  $8.20;  steam  coal,  April,  $10;  May, 

2.  Question.  What  was  your  average  coast  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  Gas  coal,  April,  $7.61;  May,  $8.47;  steam  coal,  April,  $12.41;  May, 
$14.37. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  Ctas  coal,  June,  $7.60 ;  steam  coal,  June,  $835. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  Gas  coal,  June,  $9.93 ;  steam  coal,  June,  $17.33. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Gas  coal,  July,  $9.93 ;  steam  coal,  July,  $18.45. 

7.  Question.  What  is  the  effect  of  the  Increase  In  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  Using  July  1,  1920,  prices,  as  compared  with  June  1,  1919,  gas-coal 
expense  would  increase  $12,379.29 ;  steam  coal  would  increase  $71,327.70. 


Braintbee  Eijcctric  Light  Department, 

East  Hraintree,  Mass.,  July  8,  1920. 

Department  of  Public  Utiuties, 

StcUe  House,  Boston,  Mass. 

Gentijsmen  :  Replying  to  your  circular  letter  of  July  1,  1920,  I  would  reply 
to  your  seven  inquiries  as  follows : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  $7.05,  gross  ton. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  $7.90  gross  ton. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  $7.05. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  $14. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  $7.05. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  $14. 

7.  Question.  What  is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
^operating  expense? 

Answer.  Increased,  approximately,  $350  per  week. 
Yours,  truly, 

E.  B.  Lawrence,  Manager. 

Boston,  Revere  Beach  &  Lynn  Railroad, 

Boston,  July  5,  1920. 
Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilitie>i. 

Sir:  I  have  the  honor  to  acknowledge  the  receipt  on  July  3  of  your  circular 
inquiry  of  the  1st  Instant  requesting  information  of  coal  .costs  and  reply  thereto 
as  follows :  All  these  prices  and  costs  are  on  the  wharf  at  the  terminal  in  East 
Boston. 

1.  Question.  What  was  your  average  cost  of  coal  for  th^  months  of  April  and 
May,  respectively,  1919? 

Answer.  Cost  April,  1919,  $8.22 ;  cost  May,  1919,  $8.10. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 
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Answer.  Ck>st  April,  1920,  $12.19;  cost  May,  1920.  $8.10. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Cost  June,  1919,  $8  37. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920?. 
Answer.  Cost,  June,  1920,  $17.50. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Cost,  July,  1919,  $8.65. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Cost,  July,  1920,  $18.75. 

7.  Question.  What  Is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  At  this  season  of  the  year  we  bum  daily  about  lOD  tons,  making; 
our  fuel  cost  alone  about  $30,000  a  month  more  than  one  year  ago,  and  at 
present  prices  about  $300,000  a  year  mone  than  one  year  ago. 

Point  Shirley  Street  Railway  Co.  is  storage-battery  service  using  gas  for 
power. 

Respectfully,  yours, 

Melvin  O.  Adams,  President. 

Cambridgb  Gas  Light  Co., 
Cambridge,  Mass,,  July  5,  1920, 
Department  of  Public  Utilities, 

Boston,  Mass, 

Gentlemen  :  Replying  to  your  Inquiry  of  July  1  in  relation  to  Information 
desired  by  James  J.  Storrow,  Esq.,  fuel  administrator,  we  beg  to  submit  the 
following : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  Average  cost  coal  April,  1919,  $6.404 ;  May,  1919,  $7,055. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  Average  cost  coal  April,  1920,  $7.769 ;  May,  $10.0746. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Average  cost  coal  June,  1919,  $6,943. 

4.  Question.  W^hat  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  Average  cost  coal  June,  1920  (estimated),  $13.3342. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Average  cost  coal  July,  1919,  $6.80. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  During  the  latter  part  of  June  and  so  far  In  July  we  have  been 

compelled  to  pay  from  $16.83  to  $17.44  for  coal  to  be  delivered  In  July,  an 
average  price  of  practically  $17  per  ton. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  The  increased  cost  between  July,  1919,  and  July,  1920,  is  $10.20  per 
ton ;  taking  11,000  cubic  feet  as  the  yield  of  gas  per  ton  of  coal,  this,  without 
taking  Into  consideration  the  receipts  from  residuals,  makes  an  Increase  in  cost 
per  thousand  of  93  cents,  or  9.3  cents  per  hundred. 
Trusting  that  the  above  information  is  what  you  desire,  we  remain. 
Yours,  very  truly, 

Karl  S.  Barnes,  Vice  President. 


Boston  &  Albany  Railroad, 

Boston,  Mass.,  July  6,  1920. 
Mr.  A.  A.  Highlands, 

Secretary  Department  of  Public  Utilities,  Boston,  Mass. 

Dear  Sir  :  Replying  to  your  circular  letter  of  the  1st  instant  relative  to  fuel 
costs  for  various  periods,  the  following  is  the  situation  as  far  as  the  Boston  & 
Albany  Railroad  Is  concerned. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answer.  Average  cost  of  coal  (net  ton)  for  April  and  May,  1919,  based  on 
fuel  consumed,  April,  $6.671 ;  May,  $5,699. 
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2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  Average  cost  of  coal  (net  ton)  for  April  and  May,  1920,  based  on 
fuel  cmisumed,  April,  $7.242 ;  May,  $8,110. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Average  cost  of  coal  (net  ton)  for  June,  1919,  based  on  fuel  con- 
sumed, June,  $5.^1. 

(The  above  figures  include  cost  of  putting  on  tenders.) 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  It  is  impossible  to  give  any  accurate  figures  at  this  time  as  to 

average  cost  for  coal  for  June,  1920,  but  this  information  will  be  furnished  as 
soon  as  available.  * 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Cost  of  coal  per  net  ton  at  the  mines  in  July,  1919,  was  $2.50  in 

the  Clearfield  district  and  $2.75  in  the  Pocahontas  district. 

6.  Question.  W^hat  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  CJost  of  coal  per  net  ton  at  the  mines  at  present  on  contract  basis 

varies  from  $3.10  to  $4.25,  but  very  little  of  this  coal  is  being  received.  For 
spot  coal  we  are  paying  from  $8  to  $9  net  ton  at  the  mines  for  rail  coal  and 
$15  or  more  alongside  for  water-borne  coal. 

7.  Question.  What  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  The  total  cost  of  fuel  (cost  on  tender)  consumed  in  May,  1919,  was 

$313,964.76,  as  against  $618,469.40  in  1920,  an  increase  of  approximately  97  per 

cent.     The  expenditures  for  fuel  in  May,  1919,  amounted  to  about  16  per  cent 

of  our  total  operating  expenses,  while  in  1920  this  item  was  nearly  25  per  cent. 

Yours,  very  truly, 

H.  M.  BiscoE,  Vice  President. 


Old  Colony  Gas  Co., 
East  Braintree,  Mass,,  July  6,  1920, 
Department  of  Public  Utilities, 

Statehouse,  Boston,  Mass, 

Gentlemen  :  Replying  to  your  request  of  July  1  in  regard  to  information  of 
our  coal  costs,  we  desire  to  submit  the  following  information : 

We  assume  that  you  want  information  in  regard  to  generator  fuel  and  we 
are  giving  you  our  generator  fuel  figures.  We  were  using  anthracite  until 
June  1,  1919,  at  which  time  we  were  able  to  purchase  coke  somewhat  cheaper, 
and  we  therefore  changed  to  coke  at  that  time.  The  spring,  however,  we  have 
been  endeavoring  to  change  back  to  anthracite  coal,  but  as  we  were  not  a  cus- 
tomer of  the  coal  company  last  year- this  has  been  very  difficult.  We  believe 
that  we  are  now  reinstated,  but  we  have  not  been  able  to  get  any  anthracite 
through,  though  we  hope  to  be  able  to  within  the  next  few  weeks. 

The  figures  which  you  request  are  as  follows : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1919? 

Answ*er.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  months 
of  April  and  May,  1919,  anthracite,  $10.43. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April  and 
May,  respectively,  1920? 

Answer.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  months 
of  April  and  May,  1920,  coke,  $14.45. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1919? 

Answer.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  June, 

1919,  coke,  $8.90. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June, 
1920? 

Answer.  Average  cost  in  gross  tons  of  coal  delivered  in  our  bins  for  June, 

1920,  coke,  $20.15. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  What  we  were  paying  for  coal  about  July  1,  1919,  coke,  $8.90. 

6  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  What  we  were  paying  for  coal  about  July  1,  1920,  coke,  $20.15. 
7.  Question.  What  Is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
operating  expense? 
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Answer.  The  effect  of  these  increases  on  our  operating  expenses:  The  cost 
of  the  generator  fuel  for  the  month  of  June,  1919,  wfis  $0.1^  per  thousand 
cubic  feet  of  gas  made.  We  have  not  yet  the  exact  figures  for  the  month  of 
June,  1920,  but.  basing  our  results  on  our  pres^it  costs,  the  generator  fuel 
figure  will  probably  be  26.6  cents  per  thousand  cubic  feet  of  gas  made. 

If  you  wish  further  Information,  or  wish  a  similar  set  of  figures  for  bitu- 
minous, kindly  advise  us. 
Very  truly,  yours, 

Old  Colony  Gas  Co. 
E.  M.  Fabnswobth, 

Vice  President. 


^  Charleston  Gas  &  Electbic  Co., 

Boston  J  Mass,,  July  7,  X920. 
Departmknt  of  Public  Utilities, 

Statehouse,  Boston,  Muss, 

Gentlemen:  Yours  of  July  1  was  received,  and  I  proceed  to  answer  your 
questions  in  detail. 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  Average  cost  of  coal  used  April,  1919,  $8.38;  May.  1919,  $7.09. 

2.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1920? 

Answer.  Average  cost  of  coal  used  April,  1920,  $7.45;  May.  1920,  $9.58. 

3.  Question.  What  was  your  average  cost  of  coal  used  for  the  month  of 
June,  1919? 

Answer.    Average  cost  of  coal  used  June,  1919,  $7.09. 

4.  Question.  What  was  your  average  cost  of  coal  used  for  the  month  of 
June,  1920? 

Answer.  Average  cost  of  coal  used  June,  1920,  $12.15. 

5.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1919? 
Answer.  Average  cost  of  coal  alongside  delivered  June,  1919,  $6.94. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1, 1920? 
Answer.  Average  cost  of  coal  alongside  delivered  June,  1920,  $11.93. 

7.  Question.  What  is  the  effect  of  the  Increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  It  increase?  our  cost  per  thousand  feet  of  gas  by  approximately 
10  cents  for  every  dollar  raise  In  the  cost  of  coal.  Our  cost  of  coal  used  in 
June,  1920,  was  higher  than  the  cost  of  coal  delivered  alongside  because  the 
most  expensive  coal  we  got  was  of  such  poor  quality  that  it  Is  our  interest  to 
use  it  up  without  delay. 

Hoping  that  these  answers  may  he  satisfactory  and  apologizing  for  the  long 
delay,  I  remain. 

Yours,  respectfully, 

S.  J.  FOWLEB, 

Treasurer,  Charlestoicn  Oas  rf  Electric  Co, 


(New  England  Inyestment  &  Security  Co. ;  Worcester  Consolidated  Street  Railway  Co. ; 
Springfield  Street  Railway  Co. ;  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co. ; 
Interstate  Consolidated  Street  Railway  Co.;  Attleboro  Branch  Railroad  Co.l 

Springfield,  Mass.,  July  9,  J920, 
Ml*.  Andrew  A.  Highlands, 

Secretary  Department  of  Public  Utilities, 

Sfatehouse,  Boston,  Mass, 

Dear  Sir  :  C<»mplying  with  your  request  of  July  1,  I  give  you  below  the  in- 
formation requested  by  James  J.  Storrow,  Esq.,  fuel  administrator  of  the 
Commonwealth : 

1.  Question.  What  was  your  average  cost  of  coal  for  the  months  of  April 
and  May,  respectively,  1919? 

Answer.  Springfield  Street  Railway  Co. :  Month  of  April,  1919,  average  cost 
gross  ton,  $7.46;  month  of  May,  1919,  average  cost  gross  ton,  $7.46.  Worcester 
Consolidated  Street  Railway  Co. :  Month  of  April,  1919,  average  cost  gross  ton. 
$8.18;  month  of  May,  1919,  average  cost  per  gross  ton,  ^.31.    Mil  ford,  Attle- 
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boro  &  Woonsocket  Street  Railway  Oo. :  Month  of  April,  1919,  average  cost 
Srofls  ton,  $9.17;  May,  $9.17. 

2.  Question.  What  was  your  avera^  cost  of  coal  for  the  months  of  April  and 
May  re^)ectively,  1920? 

Answer.  Springfield  Street  Railway  Co. :  Month  of  April,  1920.  average  cost 
gross  ton,  $7.84;  May,  $7.84.  Worcester  Consolidated  Street  Railway  Co.; 
Month  of  April,  1920,  average  cost  gross  ton,  $7.71 ;  May,  $8.54.  Milford,  Attle- 
boro  &  Woonsocket  Street  Railway  Co.:  Month  of  April,  1920,  average  cost 
gross  ton.  $7.38 ;  May,  $7.46. 

3.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1919? 
Answer.  Springfield  Street  Railway  Co.,  month  of  June,  1919,  average  cost 

gross  ton,  $7.46;  Worcester  Consolidated  Street  Railway  Co.,  month  of  June, 
1019,  average  cost  gross  ton,  $7.59;  Milford,  Attleboro  &  Woonsocket  Street 
Railway  Co.,  month  of  June,  1919,  average  cost  gross  ton,  $8.29. 

4.  Question.  What  was  your  average  cost  of  coal  for  the  month  of  June,  1920? 
Answer.  Springfield  Street  Railway  Co.,  month  of  June,  1920,  average  cost 

gross  ton  (estimated),  $8.24;  Worcester  Consolidated  Street  Railway  Co.,  month 
of  June,  1920,  average  cost  gross  ton  (estimated),  $8.00;  Milford,  Attleboro  & 
Woonsocket  Street  Railway  Co.,  month  of  June,  1920,  average  cost  gross  ton, 
$9.89. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1, 1919? 

Answer.  Springfield  Street  Railway  Co.,  cost  of  coal  received  during  July, 

1919,  $7.01;  Worcester  Consolidated  Street  Railway  Co.,  cost  of  coal  received 
during  July,  1919,  $7.06;  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co., 
cost  of  coal  received  during  July,  1919.  $7.21. 

6.  Question.  What  were  you  paying  for  coal  on  or  about  July  1,  1920? 
Answer.  Springfield  Street  Railway  Co. :  Last  anthracite  coal  bought  in  May, 

1920,  at  $15.68;  last  bituminous  coal  bought  September,  1919,  at  $7.01.  Wor- 
cester Onsolidated  Street  Railway  Co.:  Last  bituminous  coal  bought  in  June, 
1920,  $8.66.  Milford,  Attleboro  &  Woonsocket  Street  Railway  Co.:  Cost  of 
coal  received  during  July,  1920,  $10.20 ;  last  coal  bought  in  June.  1920,  $15.80. 

7.  Question.  Wliat  is  the  effect  of  the  increase  in  the  cost  of  coal  upon  your 
operating  expense? 

Answer.  Springfield  Street  Railway  Co.:  Total  for  year  1919,  910.99  tons; 
cost,  $6,860.19.    Worcester  Consolidated  Street  Railway  Co.:  Total  for  year 
1919,  19,046.3  tons;  cost,  $145,857.85.    Milford,  Attleboro  &  Woonsocket  Street 
Railway  Co.:  Total  for  year  1919,  2,730.7  tons;  cost,  $22,513.85. 
Yours,  very  truly, 

C.  V.  Wood, 
President  Springfield  Street  RaiUcay  Co, 

Mr.  NICHOLS.  Now,  we  will  hear  from  Mr.  Borden  Covel,  chairman 
of  the  New  England  Coal  Committee. 

STATEMENT  OF  MB.  BOBOEN  COVEL,  CHAIBHAXT,  NEW  ENGLAND 
COAL  COMMITTEE,  141  MILK  STSEET,  BOSTON,  MASS. 

Mr.  CovEL.  Mr.  Chairman,  early  last  summer  the  supply  of 
bituminous  coal  in  New  England  became  s6  low  and  so  alarmmg  that 
through  repeated  conferences  in  different  parts  of  the  East  here 
Service  Order  No.  11  was  obtained  by  the  National  Coal  Association. 
This  order,  as  you  know,  was  to  increase  the  flow  of  coal  to  New  Eng- 
land. That  increase  in  coal,  naturally^  had  to  come  via  tidewater,  as 
we  already  were  congested  at  the  all-rail  gateways  with  coal  and  other 
freight.  This  increase  was  figured  to  be  about  250,000  to  300,000  tons 
a  month,  and  was  to  come  from  the  ports  of  New  York,  Philadelphia, 
Baltimore,  and  Hampton  Roads,  divided  pro  rata  with  the  different 
roads,  and  figured  out  as  best  it  could  be  as  to  how  much  each  road 
should  ship  on  this  order. 

When  the  National  Coal  Association  obtained  this  order  they  asked 
the  people  in  New  England  to  cooperate  toward  a  better  carrying 
out  of  the  order,  and  the  New  England  Coal  Committee  was  formed. 

3915— 21--V0L 1 32 
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This  committee  consists  of  a  representative  of  the  New  England 
railroads,  a  representative  of  the  public  utilities  here,  a  representative 
of  Mr.  James  J.  Storrow,  our  fuel  administrator,  and  two  coal  men 
who  are  actively  engaged  in  the  handling  of  coal  between  these 
different  piers  and  New  England.  The  committee  has  an  office  at  15 
Exchange  Street,  in  Boston,  and  it  secured  the  services  of  Mr.  J.  P. 
Collins,  who  previously  was  with  the  New  England  Fuel  Adminis- 
tration. We  have  a  full  force  of  clerks,  statisticians,  and  keep  all 
kinds  of  records  as  to  the  inflow  of  spot  coal  into  this  district.  We 
are  in  touch  daily  with  the  agents  at  the  piers  in  New  York — all  the 

{iers  in  New  York — at  Philadelphia,  Baltimore,  and  Hampton  Roads, 
t  is  the  function  of  the  committee  to  expedite  the  movements  of  this 
Service  Order  No.  11  coal  through  those  ports.  If  there  is  any  con- 
gestion we  are  advised  of  it;  in  fact,  our  records  show  day  by  day 
exactly  how  much  coal  there  is.  We  get  after  either  the  shippers  or 
the  transshippers  of  the  coal  and  tell  them  that  there  is  a  little  coal 
down  there,  and  we  have  got  to  put  a  boat  in,  and  they  have  helped 
us  out  wonderfully  in  moving  that  coal. 

In  many  cases  there  have  been  operators  who  have  been  forced  to 
ship  coal  on  this  service  order  11.  We  have  in  many  cases  put  these 
operators,  who  do  not  know  anjrthing  about  New  Efngland  business, 
in  touch  with  New  England  transshipoers,  and  we  also  have  helped 
somewhat  with  the  consumers  who  were  short  of  coal,  and  have  been 
endeavoring  to  find  people  to  load  their  boats.  I  think  I  said  before 
that  the  committee  meets  every  day.  I  think  that  about  covers  the 
situation,  Mr.  Chairman,  from  our  end  of  the  line. 

The  Chairman.  Mr.  Covel,  what  is  your  business? 

Mr.  Covel.  The  coal  business. 

The  Chairman.  Are  you  an  agent  or  an  operator? 

Mr.  CoMSL.  A  transshipper  from  Hampton  Koads  to  New  England. 

The  Chairman.  You  say  that  this  order  No.  11  was  to  increase  the 
shipment  of  coal  by  tidewater?  ^ 

Mr.  Covel.  Yes. 

The  Chairman.  Has  it  had  the  effect  of  increasing  the  coal  ship- 
ments? 

Mr.  Covel.  I  do  not  think  you  wfll  see  much  effect  in  the  month  of 
August  over  the  month  of  July ;  no. 

The  Chairman.  Then  it  has  not  been  of  any  real  value? 

Mr.  Covel.  It  has  been  of  value,  certainly ;  but  the  shortage  of  the 
shipments  has  been  due  to  a  lack  of  cars  at  the  other  end. 

The  Chairman.  Cars  are  bringing  in  vast  quantities  of  coal  for 
export.  Why  is  it  not  possible  to  get  more  of  them  for  New 
England  ? 

Mr.  Covel.  As  I  understand  the  order,  sir,  this  coal  is  apportioned 
among  the  different  mines  on  a  certain  basis  pro  rata.  You  are  talk- 
ing about  the  heavy  exports ;  I  think  you  will  find  that  there  was  a 
large  accumulation  of  coal  shipped  in  July,  which  hung  over  into 
August.  As  you  understand,  in  the  tidewater  business,  coal  is  not 
figured  as  being  shipped  anywhere  until  it  is  dumped  into  a  vessel. 
It  leaves  the  mines  to-day;  it  may  not  reach  tidewater  until  next 
week;  and  then  the  tonnage  begins.  It  is  dumped  that  day  into  a 
boat  for  New  England  or  into  a  boat  offshore.  Coal  that  was  shipped 
last  several  days  in  July  did  not  reach  tidewater  until  August, 
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and  it  is  included  in  the  August  tonnages.  I  have  not  the  figures, 
but  I  do  not  think  that  the  August  exports  have  been  so  much  in 
excess  of  July.  I  should  say  they  possibly  were  less,  but  I  do  not 
know. 

The  Chairman.  Do  you  believe  that  order  No.  11  might  show, 
when  the  figures  for  Au^st  are  made  up,  that  you  are  getting  more 
coal  via  the  water  route  into  New  England  than  in  July? 

Mr.  CovEL.  I  should  think  we  are  getting  substantially  the  same; 
yes,  sir.  We  have  had  one  difficulty  this  month.  Last  week  for 
8  or  10  days  we  had  a  heavy  fo^,  as  you  possibly  know,  and  that  tied 
up  the  movement  of  boats,  particularlv  barges,  m  which  a  part  of  the 
coal  is  brought  to  New  England.  Those  barges  are  just  making  in 
from  the  other  end,  and  I  think  the  records  trom  last  Thursday  up 
to  to-morrow  will  show  very  heavy  dumping  for  New  England. 

Mr.  Miller.  Has  there  been  any  movement  on  the  part  of  the  coal 
operators  to  modify  order  No.  11  on  the  ground  that  you  were  not 
buying  the  coal,  and  that  they  could  not  move  the  coal  to  the  docks 
and  have  it  wait  there  for  you  ? 

Mr.  CovEL.  Not  to  my  knowledge. 

Mr.  Miller.  So  there  is  no  disposition  not  to  follow  out  that  order 
and  to  put  that  coal  on  the  docks  for  your  use  ? 

Mr.  CovEL.  There  is  the  natural  kick  tliat  you  get  in  any  line  of 
business  when  a  man  is  forced  to  do  something  that  he  does  not 
want  to  do. 

Mr.  Miller.  But  it  is  going,  is  it  ? 

Mr.  CovEL.  Oh,  surely,  it  is  going. 

Mr.  MiixER.  What  do  you  pay  for  your  inland  and  ocean  rates 
now? 

Mr.  CovEL.  Ocean  rates  to-day  from  Hampton  Roads  are  2.75  plus 
a  tax  of  3  per  cent.    The  rates  all  rail 

Mr.  MiLiJiR  (interposing).  No;  I  mean  what  is  the  rate  from  Poca- 
hontas to  Hampton  Roads,  for  instance  ? 

Mr.  CovEL.  $2.88,  with  a  tax. 

Mr.  Miller.  And  the  terminal  charge  is  about  58  cents? 

Mr.  Co\'EL.  Then  you  have  on  top  of  that  $2.88 — the  freight  from 
the  mine  to  tidewater — and  from  Hampton  Roads  to  Boston,  for 
instance,  it  is  $2.75  to-day,  and  a  tax  of  3  per  cent,  or  8  cents  on  that, 
ancl  50  cents  for  insurance  and  terminal  charges.  That  would  cover 
you  on  the  cars  at  Mystic  Wharf,  for  instance.    That  figures  $6.21. 

Mr.  Miller.  And  what  was  that  ratie  formerly? 

Mr.  CovEL.  Before  this  increase  of  August? 

Mr.  Miller.  Yes. 

Mr.  CovEL.  $5.39  it  averaged  last  week,  for  instance. 

Mr.  Miller.  What  is  the  all-rail  rate  from  the  Clearfield  district 
to  Boston? 

Mr.  CovEL.  $5.04. 

Mr.  Miller.  And  what  was  that  formerly? 

Mr.  CovEL.  $3.34. 

Mr.  Miller.  So  that  formerly  the  all-rail  rate  was  how  much  ? 

Mr.  CovEL.  $2.05  less  than  the  water  rate. 

Mr.  Miller.  And  how  much  is  it  now  ? 

Mr.  CovEL.  Eighty-two  cents,  approximately. 
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Mr.  Miller.  Is  there  any  likelihood  of  the  water  rate  beiug  in- 
creased? 

Mr.  CovEL.  There  has  been  some  talk  of  it,  sir. 

Mr.  Miller.  What  will  that  make  coal  cost  New  England  from 
now  on— that  $6.21  ? 

Mr.  CJbvEL.  That  $6.21  figure  is  a  gross  ton. 

Mr.  Miller.  I  assume  that  is  the  rate  that  New  England  has  got 
to  pay  for  the  majority  of  its  coal.  Now,  what  is  a  fair  price  for  coal 
at  the  mines? 

Mr.  CovEL.  Tliat  is  a  question  that  I  do  not  feel  competent  to 
answer  myself,  sir. 

Mr.  Miller.  It  has  been  testified  before  the  committee  as  being 
somewhere  between  $3.50  and  $4.  Assuming  that  it  is  $4  at  the 
mines 

Mr.  CovEL  (interposing).  I  think  the  man  that  testified  to  that 
made  a  low  figure.  I  should  say  that  a  fair  price  would  be  $6  to  $7 
per  net  ton  at  the  mines.  Six  dollars  and  twenty-one  cents  would  be 
approximately  $13  on  the  cars  at  Mystic  Wharf. 

Mr.  Miller.  $13  for  the  New  England  supply  ? 

Mr.  CovEL.  Yes. 

The  Chairman.  A  witness  who  testified  a  moment  ago  says  that 
the  price  for  gas  coal  was  $3.50  and  for  steam  coal  $3.75  at  the  mines. 

Mr.  CovEL.  Is  not  that  possibly  on  Service  Order  No.  9? 

The  Chairman.  That  was  the  contract  price  made  in  the  spring. 

Mr.  CovEL.  That  was  a  year  ago. 

The  Chahiman.  No  ;  this  spring. 

Mr.  CovEL.  I  mean  that  was  la5  year's  business. 

The  Chairman.  No  ;  that  was  a  contract  made  in  March  or  April 
of  this  year  for  this  year's  business. 

Mr.  CovEL.  Up  to  next  April? 

The  Chairman.  Yes;  $3.50  for  gas  coal  and  $3.75  for  steam  coal; 
and  that  is  in  line  with  prices  quoted  to  us  by  everybody  else. 

Mr.  Miller.  It  might  interest  you  to  faiow  that  the  committee 
received  information  from  one  of  the  largest  operators  the  other  day 
that  he  mined  a  million  and  a  half  tons  from  the  1st  of  January  to 
the  1st  of  August  and  sold  it  at  $3.20  a  ton,  and  he  also  mined  300,000 
tons  in  July  and  sold  it  at  an  average  of  $3.80. 

I  think  tne  same  witness  said  that  around  $4  was  a  fair  price  at  the 
mine. 

Mr.  CovEL.  Taking  $4  a  net  ton,  that  would  be  $4.48  gross,  and 
that  would  be  about  $10.60  or  $10.70  on  the  cars  at  Mystic  vVharf. 

Mr.  Miller.  What  was  a  minimum  price  paid  before  the  war  by 
New  England  industries  ? 

Mr.  CSvEL.  Oh,  around  $4  on  the  cars  at  Mystic  Wharf. 

Mr.  Miller.  Then  there  is  an  advance  of  at  least  $6  to  the  New 
England  industries  to-day? 

Mr.  CovEL.  Yes. 

Mr.  Miller.  Can  the  industries  stand  that  ? 

Mr.  CovEL.  Of  course  they  can  not  stand  it.  We  can  not  afford  to 
bring  in  raw  material  to  compete  with  the  rest  of  the  country. 

The  Chairman.  We  have  asked  you  the  cost  of  shipping  coal  by 
the  rail  and  water  route  and  the  price  of  coal  at  the  mines,  and  we 
have  agreed  between  ourselves  that  it  would  be  about  ten  dollars  and 
some  cents? 
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Mr.  CovEL.  Yes. 

The  Chaikman.  What  proportion  of  the  coal  that  comes  by  the 
i^ater  route  is  sold  at  that  figure?  In  other  words,  is  it  not  a  fact 
that  a  large  proportion  of  the  coal  coming  by  the  water  route  is  spot 
coal  and  is  very  much  higher  than  that  fi^ire? 

Mr.  CovEL.  I  should  say  just  the  opposite,  Senator.  I  should  say 
that  most  of  the  coal  that  is  coming  by  water  is  contract  coal. 

The  Chairman.  What  percentage  of  the  coal  coming  by  the  water 
route  is  sold  under  spot  prices  and  what  percentage  under  contract 
prices? 

Mr.  CovEL.  That  would  be  very  hard  to  say,  except  generally.  I 
should  say  that  probably  80  per  cent  of  the  water  coid  is  contract 
coal. 

The  Chairman.  How  was  it  in  May,  June,  and  July? 

Mr.  CovEL.  We  were  not  doing  as  well  then. 

The  Chairman.  In  other  words,  there  was  a  larger  proportion  of 
spot  coal  ? 

Mr.  CovEL.  Yes,  sir;  that  is  my  opinion. 

The  CELA.IRMAN.  In  any  one  month  did  the  spot  coal  run  as  high 
as  60  per  cent  of  the  total  coming  by  the  water  route? 

Mr.  CovEL.  I  would  have  to  guess  at  it.  Senator. 

The  Chairman.  I  mean  during  the  months  of  May,  June,  and 
'^uly. 

Mr.  CovEL.  I  should  say  it  was  worse. 

The  Chairman.  You  should  say  what? 

Mr.  CovEL.  I  should  say  it  was  60  per  cent,  yes,  in  any  of  those 
months. 

Mr.  Miller.  Do  you  know  of  any  cases  of  coal  being  refused  under 
contract  by  those  who  had  made  contracts  to  deliver  it,  and  yet  the 
same  party  selling  that  coal  for  spot  coal  ? 

Mr.  CovEL.  I  do  not  know  of  any  such  case  in  my  business.  I 
handle  entirely  Hampton  Boads  coal,  and  mine  is  all  contract 
business. 

The  Chairman.  You  personally  have  not  handled  any  spot  busi- 
ness? 

Mr.  CovEL.  No,  sir. 

The  Chairman.  Are  you  a  coal-mine  owner? 

Mr.  CovBL.  No,  sir:  I  am  a  transshipper  from  Hampton  Roads; 
a  wholesaler  in  New  England. 

The  Chairman.  Then  neither  you  personally  nor  your  concern 
has  gotten  any  of  this  soft  pioney  that  has  been  going  around  ? 

Mr.  CovEL.  No,  sir. 

The  Chairman.  That  is  all,  sir.    Thank  you. 

Mr.  CovEL.  Not  at  all.  Senator. 

Mr.  Nichols.  Now  we  will  have  Mr.  E.  G.  Mahler,  purchasing 
agent  of  the  Boston  Elevated. 

STATEMENT  OF  HB.  E.  G.  HAHLEB,  PUKCHASUTa  AOEHT,  BOSTON 

ELEVATED  SYSTEM,  BOSTON,  MASS. 

The  Chairman.  Mr.  Mahler,  you  are  purchasing  agent,  I  believe, 
of  the  Boston  Elevated  Kailroad  system 

Mr.  Mahler.  Yes.  sir. 

The  Chairman.  And  you  have  under  your  supervision  the  pur- 
chasing of  the  coal  for  that  system  ? 
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Mr.  Mahler.  Yes. 

The  Chairman.  What  are  the  needs  of  your  company  during  a 
year?    How  much  coal  do  you  consume? 

Mi:.  Mahler.  We  estimate  about  300,000  to  325,000  tons.  A  good 
deal  would  depend  on  the  quality  of  the  coal. 

The  Chairman.  Do  you  make  contracts  for  that  every  spring? 

Mr.  Mahler.  Every  year,  usually.  Our  last  contract  was  for  five 
years,  and  it  expired  the  1st  of  August  of  this  year,  since  which  time 
we  have  been  unable  to  make  any  contracts. 

The  Chairman.  The  coal  operators  will  not  make  contracts  with 
you  now? 

Mr.  Mahler.  No.  We  sent  out  a  request  to  about  40  operators 
and  operators'  agents  and  received  a  reply  from  one  jobber,  and  he 
represented  some  exporters  in  New  York,  offering  us  tonnage  for 
$12  a  ton,  but  we  did  not  think  that  was  reasonable. 

The  Chairman.  $12  a  ton  delivered  here? 

Mr.  Mahler.  No  ;  at  Hampton  Roads. 

The  Chairman.  And  that  would  mean  how  much  delivered  ? 

Mr.  Mahler.  $10  a  gross  ton  at  the  mines,  or  $9  a  net  ton  at  the 
mines. 

The  Chairman.  That  would  mean  about  $15  here? 

Mr.  Mahler.  Just  about  that. 

/The  Chaikman.  Your  contract  which  expired  the  1st  of  August, 
under  the  terms  of  that  contract  did  the  price  vary  each  year,  or 
was  there  one  fixed  price  for  the  entire  term  of  the  contract  s 

Mr.  'Mahler.  It  varied  only  5  cents. 

The  Chairman.  What  was  your  contract  price? 

Mr.  Mahler.  Our  average  contract  price  lor  five  years  was  $1,275 
a  gross  ton  at  the  mines. 

The  Chairman.  Were  you  able  to  get  the  operator  to  deliver  right 
up  to  August  1  ? 

Mr.  Mahler.  After  1916,  when  coal  went  up,  he  failed  to  get 
supplies — cars,  etc.  He  has  fallen  down,  I  should  think — in  1915 
and  1916  we  probably  got  100  per  cent  on  our  contracts ;  but  in  1917, 
1918,  and  1919  I  should  judge  it  was  about  50  per  cent. 

The  Chairman.  And  the  other  50  per  cent  you  went  out  and 
bought  at  the  market  price  ? 

•Mr.  Mahler.  Yes. 

The  Chairman.  Were  you  able  to  recover  that  difference  to  him  ? 

Mr.  Mahler.  From  the  contractor? 

The  Chairman.  Yes. 

Mr.  Mahler.  Not  yet. 

The  Chairman.  Have  you  tried  ? 

Mr.  Mahler.  I  think  the  trustees  will  try.  I  do  not  know  what 
their  plans  are,  but  I  think  they  regard  the  contractors  as  responsible. 

The  Chairman.  This  year  what  proportion  of  your  contract  coal 
was  delivered? 

Mr.  Mahler.  I  should  say  not  over  50  per  cent. 

The  Chairman.  So  you  had  to  buy  50  per  cent  in  the  spot  market  ? 

Mr.  Mahler.  Yes ;  we  paid  as  high  as  $19  a  gross  ton  for  coal  at 
Hampton  Eoads  for  some  time. 

The  Chairman.  Would  you  mind  giving  the  committee  the  names 
of  the  men  with  whom  you  had  contracts? 
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Mr.  Mahlek.  The  Chesapeake  &  Ohio  Coal  &  Coke  Co.  is  one  of 
them.  The  New  England  Coal  &  Coke  Co. — ^they  represented  two 
mines,  the  J.  B.  B.  Mine  and  the  New  Eiver  Coal  Co.  We  bought 
approximately  300,000  tons  from  those. people. 

The  Chairman.  The  committee  would  like  to  have  you  give  it  the 
pames  of  the  men  from  whom  you  bought  the  spot  coal  and  the  prices 
you  pafd  them. 

Mr.  Mahler.  We  have  a  long  list  of  them.  I  have  not  them  with 
me,  however. 

The  Chairman.  We  will  be  glad  if  you  will  send  them  to  the  com- 
mittee, at  No.  29  West  Thirty-ninth  Street,  New  York  City. 

Mr.  Mahler.  I  will  do  that  very  gladly. 

The  Chairman.  Giving  us  the  names  of  the  people  from  whom 
you  bought  spot  coal,  and  the  prices  you  paid  them. 

Mr.  M^HiiER.  For  what  period? 

The  Chairman.  For  this  year  particularly.  I  do  not  care  to  go 
back  anv  further  than  this  year,  I  think.  We  want  the  names  of  the 
I>eople  from  whom  you  bought  spot  coal  this  year,  and  the  prices  that 
you  paid  them  for  it. 

Mr.  Mahler.  I  understand.  I  will  give  you  an  instance  of  the  diffi- 
culties we  are  under  now.  We  have  received  in  the  month  of 
August  but  about  7,000  tons  of  coal.  We  have  used  our  reserve  coal 
to  the  extent  of  probably  11,000  or  12,000  tons.  We  are  laid  out  to 
transport  coal  by  water,  and  we  have  a  storage  capacity  of  about 
125,000  tons ;  ana  we  are  to-day  at  a  point  where  I  consider  that  we 
are  in  danger  for  our  supply  next  winter.  We  ought  to  have  on  hand 
to-day  70,000  tons  of  coal;  we  have  only  about  18,000  tons,  and  I  do 
not  see  how  we  are  going  to  accumulate  enough  reserve  for  next 
winter. 

The  Chairman.  Your  needs  are  about  25,000  tons  a  month  ? 

Mr.  Mahler.  But  iuvthe  winter  months  we  use  a  great  deal  more. 
We  run  up  to  about  35,000  tons  in  the  winter. 

The  Chairman.  Of  course,  you  can  go  out  and  buy  that  coal  and 
fill  all  your  needs,  if  you  are  willing  to  pay  the  spot  prices? 

Mr.  Mahler.  Yes;  I  think  we  could  do  so,  if  we  were  willing  to 
pay  the  spot  prices.  We  could  store  it,  if  we  were  willing  to  pay  the 
spot  prices. 

The  Chairman.  Has  any  member  of  your  organization  inquired 
into  this  matter  of  export  coal? 

Mr.  Mahler.  Oh,  yes.  We  have  had  a  man  do,wn  at  Hampton 
Roads,  and  I  get  the  daily  reports  from  him  as  to  the  amount  of  ex- 
ports. Our  boat  carries  7,800  tons  of  coal — a  steamer — and  she  makes 
four  trips  a  month.  She  was  down  there  from  August  3  to  August  20 
before  we  could  get  any  coal  at  a  reasonable  price.  We  paid  $12 
for  that  coal,  which  was  very  inferior. 

The  Chairman.  That  is,  a  steamer  owned  by  you? 

Mr.  Mahler.  Chartered  by  us. 

The  Chairman.  And  that  steamer  lay  there  for  20  days? 

Mr.  Mahler.  Well,  17  days  before  she  could  get  a  pou^d  of  coal 
aboard.  Ordinarily  we  make  a  round  trip  with  that  steamer  in  a 
week.  We  lost  about  15,000  tons  of  coal  when  that/steamer  was 
laying  there.  / 

The  Chairman.  And  she  was  endeavoring  to  get^  cargo  of  coal 
at  a  reasonable  price,  and  she  finally  took  it  at  $12? 
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Mr.  Mahler.  Yes. 

The  Chairman.  And  that  was  at  Newport  News? 

Mr.  Mahler.  Yes. 

The  Chairman.  That  must  have  been  the  prevailing  price  for 
coal,  except  contract  coal  ? 

Mr.  Mahler.  I  think  that  was  better  than  the  prevailing  price. 
I  had  made  a  good  many  inquiries  by  telegraph  and  otherwise, 
and  I  could  have  loaded  her  promptly  at  from  $20  to  $21.60  at  Hamp- 
ton Koads. 

The  Chairman.  Have  you  any  record  of  the  names  of  the  men  who 
offered  that  coal  to  you  at  those  prices  ? 

Mr.  Mahler.  Oh,  yes. 

The  Chairman.  Will  you  let  the  committee  have  that  information  ? 

Mr.  Mahler.  Yes.  ' 

The  Chairman.  The  committee  is  verv  anxious  to  find  out  if  men 
having  contracts  and  failing  to  fill  them  are  offering  coal  at  those 
prices. 

Mr.  Mahler.  We  ought  not  to  receive  a  pound  of  coal  by  rail. 
We  are  equipped  to  handle  coal  by  water  entirely.  We  can  dis- 
charge 14,000  tons  of  coal  a  day  from  vessels,  but  we  are  obliged  to 
take  some  coal  by  rail  to-day  because  we  do  not  know  when  we  will 
get  our  water  coal — enough  to  keep  us  going.  We  practically  have  to 
shovel  coal  out  of  the  cars,  if  we  take  it  by  rail,  which  is  a  very 
expensive  way  to  handle  it.  We  have  one  dock  where  we  could  store 
probably  90,000  tons  of  coal.  That  represents  a  good  deal  of  money 
to  the  Boston  elevated.  They  laid  the  dock  out  on  purpose  to  store 
coal  for  the  winter  months.  We  have  stored  90,000  tons  at  one  time, 
and  we  can  store  125,000  tonsat  some  of  our  other  stations.  We  want 
coal  by  water,  if  we  can  get  it ;  that  is  the  cheapest  way  for  us. 

The  Chairman.  In  your  investigations  of  this  subject,  have  you 
been  advised  that  there  are  many  Shipping  Board  vessels  at  Hamp- 
ton Eoads  idle,  waiting  for  cargoes? 

Mr.  Hahler.  Oh,  yes ;  I  could  get  any  quantity  of  boats  if  had  the 
coal.    There  is  no  trouble  about  getting  boats. 

Mr.  Miller.  You  say  that  your  boat  stayed  there  for  17  days? 

Mr.  Mahler.  Yes;  she  arrived  there  August  3,  and  was  loaded 
August  20. 

Mr.  Miller.  Was  not  car  service  order  No.  11  designed  to  supply 
you  with  coal  before  any  coal  was  exported  ? 

Mr.  Mahler.  It  was,  yes,  sir;  as  I  understand  it;  but  we  had  to 
buy  the*  coal.  We  could  not  find  anybody  from  whom  to  buy  the  coal 
at  a  reasonable  figure. 

The  Chairman.  That  seems  to  be  a  rather  general  complaint. 

Mr.  Mahl&r.  Yes. 

Mr.  Miller.  Then,  car  service  order  No.  11  did  not  work  in  that 
case  ? 

Mr.  Mahler.  No,  sir ;  it  did  not  work  in  that  case. 

Mr.  MiLtER.  What  percentage  of  your  coal — did  you  say  about  60 
per  cent  is  s|^t  coal  now  ? 
Mr.  MAHLEij^.  I  did  not  ^t  that,  sir. 
The  CnAiRidtAN.  All  of  it,  I  think. 

Mr.  Miller.  jI^ou  say  that  you  are  using  about  80,000  tons  a  month 
on  an  average?    \ 
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Mr.  Mahler.  300,000  tons  a  year,  roughly  speaking. 

Mr.  Miller.  And  about  50  per  cent  of  that  is  spot  coal  now  ? 

Mr.  Mahler.  Not  quite  that  much.  This  last  month  we  got  about 
7,000  tons,  as  nearly  as  I  can  remember,  and  we^used  from  our  reserve 
supply  enough  to  keep  us  goip^  during  the  month  of  August. 

Mr.  Miller.  That  all  of  it  will  be  spot  coal  from  now  on! 

Mr.  Mahler.  Oh,  yes ;  all  of  it  will  be  spot  coal,  because  we  only 
have  about  18,000  tons,  and  that  is  distributed  at  six  stations. 

Mr.  Miller.  What  is  the  actual  amount  of  the  advance  now  over 
normal  times? 

Mr.  Mahler.  We  made  this  five-year  contract  at  $1,276  a  gross  ton 
at  the  mines.  I  bought  coal  Saturday  or  Friday  and  I  paid  from 
$10  to  $13.50.  I  found  some  at  $10,  and  I  found  the  balance  of  the 
cargo  from  some  one  else  at  $13.50  at  Hampton  Roads. 

Mr.  Miller.  That  is  a  difference  of  about  $12.50  a  ton — the  mini- 
mum difference? 

Mr.  Mahler.  I  should  say  that  $12  would  be  the  minimum,  be- 
cause the  cheapest  coal  that  I  have  bought  was  $10;  but  I  nave 
bought  some  rail  coal  on  assigned-car  orders  as  low  as  $5  a  net  ton 
at  the  mines. 

Mr.  Miller.  It  now  costs  the  Boston  Elevated  Railroad  at  the  rate 
of  about  $3,000,000  a  year  more  for  coal  ? 

Mr.  Mahler.  I  should  say  so,  if  this  keeps  up. 

Mr.  Miller.  At  least  that  much? 

Mr.  Mahler.  Yes. 

The  Chairman.  That  is  all,  Mr.  Mahler;  we  thank  you  very  much, 
sir. 

Mr.  Mahler.  Not  at  all,  Senator. 

Mr.  Nichols.  Now,  Mr.  Chairman,  we  will  have  Mr.  W.  S.  Forbes, 
chairman  of  the  coal  committee  of  the  Associated  Industries. 

STATEMENT  OF  MB.  W.  S.  FOEBES,  CHAIBMAN  COAL  COMMITTEE, 
ASSOCIATED  INDVSTRIES  OF  MASSACHUSETTS,  KIMBALL  BTTILD- 
ING,  BOSTON,  MASS. 

The  Chairman.  Mr.  Forbes,  you  are  chairman  of  the  coal  com- 
mittee of  the  Associated  Industries  of  Massachusetts,  I  believe? 

Mr.  Forbes.  Yes,  sir. 

The  Chairman.  The  committee  would  be  glad  to  have  any  infor- 
mation that  you  can  give  us  on  the  subject  of  our  inquiry  or  that 
you  may  thii]ic  will  be  interesting  for  us  to  know. 

Mr.  Forbes.  The  Associated  Industries  of  Massachusetts^  Senator, 
just  by  way  of  information,  is  an  organization  representing  about 
1,500  members  all  over  the  State  of  Massachusetts.  There  are  some 
$800,000,000  worth  of  capital  represented  and  some  400,000  em- 
ployees, with  an  annual  pay  roll  of  approximately  $400,000,000. 
That  isjust  to  show  you  what  the  organization  is. 

Mr.  Ellis  and  Mr.  Tenney  have  covered  the  general  subject  so  well 
that  I  can  only  dwell  on  some  of  the  things  that  they  have  brought 
out;  and  I  will  attempt  to  give  you  just  a  bird's-eye  view  of  the 
situation  in  these  industries,  and  1  can  perhaps  do  that  best  by  read- 
ing to  you  some  of  the  telegraphic  messages  that  I  received  when  I 
heard  that  this  hearing  was  going  to  be  held. 
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The  Chairman.  You  may  proceed,  Mr.  Forbes. 

Mr.  Forbes.  We  organized  our  coal  committee  in  such  a  way  that 
at  any  time  we  might  get  local  information  from  any  county  in  the 
State  from  our  industries,  and  these  communicatioivs  will  in  a  general 
way  reflect  the  conditions  throughout  the  State. 

Here  is  one  received  by  telephone  from  Mr.  Charles  H.  Wilson,  of 
James  &  E.  H.  Wilson,  woolen  manufacturers,  of  Pittsfield,  Mass.  : 

Industries  generally  have  been  dependent  for  past  three  months  on  spot  coal 
Jellveries;  nothing  coming  in  on  contracts,  and  nothing  ahead  for  winter  season. 
Retail  dealers  have  no  anthracite  in  bins  for  home  consumption. 

Now,  here  is  one  from  North  Adams,  Mass.,  signed  by  Mr.  W.  A. 
Gallup,  of  the  Arnold  Print  Works,  under  date  of  August  28, 1920 : 

Xargest  local  manufacturers  and  gaslight  company  have  9,000  tons  bituminous 
stock;  next  six  months  requirements  33,600  tons;  contract  coal  unobtainable; 
were  finally  obliged  to  give  orders  to  buy  daily  loaded  cars  and  paid  $11  and 
above  at  mines. 

Now,  here  is  one  from  Worcester,  under  date  of  August  27,  from 
the  Worcester  Pressed  Steel  Co. : 

We  have  two-fifths  of  our  requirements  to  April  1  for  which  we  paid  $10  and 
$12  mines.  Some  bought  at  lower  prices.  Can  not  get  coal  on  our  contracts  at 
$3.65.    Outlook  discouraging,  unless  car  supply  can  be  increased. 

Now,  here  is  a  letter  from  the  same  concern — the  Worcester  Pressed 
Steel  Co.,  under  date  of  August  28 : 

We  are  almost  convinced  that  coal  for  which  we  have  contracted  Is  being 
sold  on  the  open  market  for  higher  prices.  We  are  investigating  to  see  if  the 
mine  is  shipping  any  coal  and,  if  so,  why  we  are  not  receiving  our  proportion. 

Regarding  the  future,  it  seems  to  us  that  New  England  can  obtain  increased 
supplies  of  coal  if  the  facl  ities.  at  the  gateways  are  increased,  especially  the 
Poughkeepsie  and  Albany  gateways.  We  would  suggest  that  the  Poughkeepsie 
gateway  can  handle  additional  coal  if  another  outlet  is  provided  to  the  east, 
say,  from  Millerton  to  connect  with  New  York  Central  or  Boston  &  Albany. 

We  expect  in  the  future  to  store  sufficient  coal  during  the  summer  months  to 
carry  us  through  the  winter  when  deliveries  of  coal  are  curtailed. 

Now,  here  is  a  letter  from  Franklin,  Mass.,  under  date  of  August 
28,  from  the  Norfolk  Woolen  Co. : 

As  near  as  I  can  get  the  situation,  the  mills  In  the  county  are  most  of  them 
not  getting  coal  enough  to  any  more  than  barely  keep  them  going,  and  were  they 
running  full  time  would  not  have  coal  enough  to  keep  in  operation. 

This  applies  to  our  own  mills  and  the  mills  in  town.  The  railroad  has  taken 
several  cars  of  our  coal  and  we  have  purchased  replacement  .cars  and  the  price 
paid  on  the  last  was  $13.50,  f.  o.  b.  Pennsylvania  point.  Coal  from  Providence 
for  shipment  this  way  we  have  purchased  at  $12.50  f.  o.  b.  Providence.  It  looks 
as  though  somebody  ought  to  look  Into  this  question  of  prices. 

We  made  contracts  for  all  the  coal  we  shall  use  at  our  mills  during  the  year, 
but  they  don't  make  shipment  of  them  claiming  that  they  can't  get  the  cars. 
Coal  which  we  have  had  billed  us  has  been  In  transit  usually  a  month,  and  cars 
which  have  been  unloaded  at  our  siding  are  very  seldom  pulled  out  when  empty, 
generally  standing  there  from  one  to  three  days  when  they  might  be  on  their 
way  to  the  mines  loading  up  for  somebody  else. 

Here  is  one  from  Greenfield,  Mass.,  under  date  of  August  27,  from 
the  Greenfield  Tap  and  Die  Corporation : 

Large  consumers  securing  verj'  little  contract  coal.  Spot  coal  purchased  at 
$8.50  to  $13.50  net  ton  mines;  small  consumers  cared  for  by  deliveries  on  small 
contracts  or  early  spring  purchases.  Largest  public  utility,  using  30.000  tpns. 
secured  only  10  per  cent  contract  coal ;  assigned-car  order  some  assistance,  but 
forced  to  buy  tonnage  on  oi)en  market;  plenty  spot  coal  offered  now  at  $10  to 
$11.  This  report  covers  Franklin  County  except  Turners  Falls,  on  which 
Esleeck  Manufacturing  Co.  will  report.    Shall  I  attend  meeting  Monday? 


•  -  t^r 
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Now,  here  is  one  from  Rochdale,  Ma43s.,  under  date  of  August  28, 
from  E.  G.  Carlton  &  Sons,  manufacturers  of  flannels : 

We  made  a  contract  for  our  steam  coal  tliis  year,  dated  April  10.  1920,  at  a 
price  of  $4.75  per  net  ton  at  the  mines.  We  have  had  very  few  cars  on  this  con- 
tract, and  In  June  we  were  notified  that  tiiey  could  not  ship  any  coal  on  this 
contract  on  account  of  conditions.  This  ceaV  comes  ont  of  a  mine  on  the  Penn- 
sylvania Railroad.  We  have  taken  it  tip  with  the  coal  dealers  several  times,  and 
In  a  letter  writt^i  August  19  they  say  In  part  : 

"  Relative  to  shipments  on  contract :  We  ar«  unahte  to  say  anything,  as  there 
is  practically  nothing  in  the  region  except  assigned  cars  for  public  utilities  and 
railroad  fuel.  It  is  the  greatest  disappointment  of  our  life  not  to  be  able  to 
take  care  of  our  contracts  this  year  the  same  as  we  have  done  in  the  past.  It 
is  the  first  year  that  such  a  thing  has  happened,  and  I  assure  you  that  it  is 
absolutely  beyond  our  control." 

We  have  been  buying  this  summer  coal  ranging  anywhere  from  $8.75  to  $11 ; 
have  just  ordered  this  week  10  cars  at  $10.50  a  ton  at  the  mines. 

Our  public  utiUties  here  do  not  require  coal.  Our  industries  all  are  depend- 
ent on  steam  coal,  and  it  has  seemed  to  the  writer  that  we  did  not  want  to  go 
much  later  in  the  fall  without  seeing  an  adequate  supply  ahead  for  the  winter. 

Up  to  the  winter  of  1915-16  we  always  used  a  first-class  coal,  for  which  we 
paid  $1.45  per  gross  ton.  During  the  summer  and  fall  of  1916  we  paid  $1.70 
for  the  same  coal.  Up  to  March,  1917,  we  paid  $1.85.  After  that  we  were 
unable  to  get  coal  from  this  particular  mine,  as  it  was  all  taken  over  for  naval 
purposes.  It  would  not  seem  to  us  that  there  is  any  good  reason  for  coal 
costing  to-day  at  so  large  an  advance  over  1917  prices;  in  fact,  while  I  am 
writing  this  letter  I  have  had  a  telephone  offer  of  coal  at  $10.50  per  ton. 

If  possible,  the  writer  will  attend  the  hearing  at  the  statehouse  on  Monday. 

We  furnish  J.  D.  Clark  Co.,  Comins  &  Co.,  and  A.  Hankey  &  Co.  with  their 
steam  coal,  and  of  course  we  use  it  at  our  own  plant  None  of  us  have  coal 
enough  to  carry  us  up  to  winter.  We  have  orders  for  several  hundred  tons 
now  at  a  high  price,  which  we  hope  to  receive,  although  we  get  frequent  notices 
of  confiscation  by  the  railroad. 

Here  is  one  from  Turner  Falls,  Mass.,  under  date  of  August  27, 
from  the  Esleeck  Manufacturing  Co. : 

Coal  situation  as  follows:  We  have  about  three  months'  supply  on  hand, 
mostly  at  from  $8  to  $12  a  ton.  Keiths  Co.  use  Bird's-eye,  and  fairly  well  sup- 
plied. International  Paper  Co.  about  two  weeks'  supply  on  hand.  Grlswold- 
A-ille  Cotton  Mill  enough  last  until  February.  Their  consumption  is  small.  An 
occasional  car  received  on  our  contracts.  Spot  coal  offered  freely  at  from  $10.50 
to  $11.    We  have  1,500  tons  more  before  cold  weather. 

And  then  follows  a  letter  from  the  same  people,  the  Esleeck  Manu- 
facturing Co.,  also: 

I  wired  you  night  message  last  flight  briefly  giving  the  condition  in  Turners 
Falls. 

We  have  been  receiving  coal  lately  at  a  high  price  and  very  little  on  our 
contracts.  We  have  contracts  for  about  3,000  tons.  On  one  contract  for  300 
tons  we  have  received  none,  on  another  for  150  tons  we  have  received  none,  on 
one  contract  for  1,500  tons  we  have  received  600,  and  on  one  for  1,000  tons  we 
have  received  250.  These  contracts  were  placed  at  $4.50,  $4.25,  and  $7.50  a 
ton.  Deliveries  on  contracts  are  pretty  slow  when  the  coal  men  have  been 
getting  all  the  way  from  $10  to  $12.50  a  ton  at  the  mines. 

We  are  only  a  few  months  now  from  snow  and  it  looks  as  though,  unless 
there  are  some  drastic  measures  taken,  that  we  will  pass  through  another 
winter  practically  the  same  as  the  last  two.  There  ought  to  be  some  way 
to  regulate  a  matter  of  such  vital  Importance  not  only  to  the  industries  of 
the  country  but  also  to  the  homes  of  the  country. 

Here  is  one  from  Lawrence,  Mass.,  under  date  of  August  27 : 

In  answer  to  your  telegram,  would  say  that  at  the  present  time  we  have 
4,000  net  tons  of  coal  on  hand.  This  is  all  spot  coal  bought  at  a  price  ot^ 
$9.50  to  $12  net  ton  at  mines ;  tidewater  coal  at  $12  to  $18  at  Mystic.  We  have 
contracts  placed  for  8,000  tons  of  coal ;  have  received  400.    Contracts  not  worth 
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the  paper  they  are  written  on.  Our  consumptioD  is  about  800  tons  per  month. 
We  need  3,000  tons  more  to  carry  us  through  to  April.  Plenty  of  coal  offered 
at  high  prices.  Quality  of  Penn  coal  very  poor.  Contract  price  for  coal  placed 
at  $4.50  to  $5  at  mines.  Tidewater  contracts — approximately  $11 — adds  about 
10  cents  per  yard  to  cost  of  goods.  Extra  expense  involved  in  unloading,  ac- 
count of  24-hour  rule;  also  extra  demurrage  charges.  (The  George  B.  Kun- 
hardt  Corporation.) 

Here  is  one  from  Pittsfield,  Mass.,  under  date  of  August  28  : 

Impossible  for  our  regular  shipping  under  contract  to  furnish  us  sufficient 
coal.  Have  found  it  necessary  to  purchase  spot  coal  at  average  of  $14.50  a 
ton  f.  0.  b.  cars  Pittsfleki  as  against  our  contract  price  of  $6.50  per  ton  f.  o.  b. 
cars  Pittsfield.  Spot  coal  purchased  was  delivered  promptly,  while  contract 
coal  was  very  much  delayed.  This  was  partially  due  to  the  fact  that  the  rail- 
roads confiscated  large  quantities  of  coal  shipped  us.  Have  approximately  six 
weeks*  supply  of  coal  on  hand. 

That  is  from  the  General  Electric  Co.  at  Pittsfield. 
Here  is  one  from  the  General  Electric  Co.  at  West  Lynn,  Mass., 
under  date  of  August  26 : 

Since  I  talked  with  you  I  have  looked  further  Into  the  coal  situation,  con- 
cerning which  I  gave  you  oi  ly  my  t^eneral  impressions.  As  a  matter  of  fact  we 
have  on  hand  less  than  7,000  tons  of  coal,  that  is,  less  than  seven  weeks'  stock. 
We  have  gained  only  2,000  or  3,000  tons  In  the  last  month.  Instead  of  7,000 
toi  s  we  ought  to  have  on  hand  20,000  tons  to-day  If  we  were  In  our  normal 
condition,  and  by  December  1,  If  we  are  going  to  get  through  the  winter  with- 
out a  shut-down,  we  must  have  25,000  or  30,000  tons  on  our  dock. 

We  have  In  transit  some  6,000  tons,  so  that  we  have  on  hand  and  in  transit 
less  than  13,000  tons.  Our  weekly  consumption  is  about  1,000  tons  at  this  time* 
and  In  the  winter  about  1,800  tons. 

We  are  paying  for  rail  coal  landed  In  Lynn  about  $7.50.  Most  of  our  water- 
borne  coal  is  coming  on  contracts  pliured  two  or  three  monhts  ago.  Our  water- 
borne  coal  will  average  about  $14. 

I  need  not  point  out  to  you  that  with  our  13,000  employees  a  shut-down  on 
account  of  lack  of  coal  would  be  a  disaster  to  this  vicinity. 

A  telephone  message  from  the  Taunton  Manufacturers  Associa- 
tion, to  whom  Mr.  Milliken  referred  my  telegram,  informed  us  that 
the  local  gas  company  is  only  in  possession  of  day  to  day  supply. 
No  coal  ahead  for  the  winter.  In  the  industrial  plants  no  coal  is  com- 
ing in  on  contracts,  reserve  supply  completely  exhausted,  manufac- 
turers buying  spot  coal  at  $13.50  to  $14  per  ton.  Two  Taunton  manu- 
facturers have  had  contract  coal  in  transit  confiscated  by  the  rail- 
roads ;  this  was  bought  at  mines  at  $4  to  $4.60  per  ton  plus  freight, 
and  they  have  rendered  bills  to  railroad  at  $9.45  per  ton  for  coal 
thus  confiscated,  and  bought  spot  coal  at  $13.50  to  take  care  of  imme- 
diate wants. 

Here  is  one  from  Florence,  Mass.^  under  date  of  August  28,  from 
the  Cortecelli  Silk  Mills : 

I  wired  you  night  letter  as  follows : 

"We  have  fair  tonnage,  quality  none  too  good,  can  get  rone  on  contract* 
continually  offered  spot  coal  price  ranging  $8.25  to  $12.50.  Twelve  other 
manufacturers  report;  seven  unsatisfactory  supply,  four  satisfactory,  one 
uses  wood,  three  receiving  very  little  on  contract,  six  nothing,  prices  range 
$6  to  $14." 

It  Is  the  general  opinion  that  there  must  be  something  decidedly  crooked  in 
this  whole  situation,  as  hardly  any  coal  can  be  obtained  on  contracts,  while 
there  Is  a  pretty  continual  flow  of  spot  coal  at  high  prices,  and  even  then  the 
quality  is  unsatisfactory.  We  recently  had  a  car  shipped  in  that  was  nothing 
but  dirt.    Of  course,  we  refused  it  and  the  seller  was  out  the  freight  In  addition. 
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Here  is  another  one  from  Florence,  Mass.,  under  date  of  August 
27,  from  the  Florence  Manufacturing  Co. : 

We  have  only  a  few  weeks  of  bituminous  coal  on  hand.  Only  three  cars  de- 
livered on  contract  placed  March  80;  last  delivery  June  3.  Have  bought  spot 
coal  at  prices  ranging  from  $10  to  $12.50  in  lots  of  5  to  15  cars  whenever  pos- 
sible.   General  situation  similar  to  ours. 

Now,  in  every  case  it  is  shown  that  they  can  get  plenty  of  coal  at 
spot  prices,  but  we  can  not  get  contracts  filled. 

The  situation  as  develop^  by  Mr.  Ellis  and  Mr.  Tenney,  it  seems 
to  me,  is  going  to  get  infinitely  worse  as  soon  as  these  English  miners 
strike ;  and  unless  there  is  some  control  of  the  exports,  I  think  we  are 
goin^  to  be  in  quite  a  bad  way.  Of  course,  you  are  familiar  with  the 
density  of  population  and  manufacture  here  in  Massachusetts,  and 
unless  we  can  pile  up  large  reserves  of  ooal  during  the  summer  w« 
simply  can  not  take  care  of  the  diemands  during  the  wintertime ;  but 
jou  mow  the  conditions,  Senator,  and  it  is  unnecessary  for  me  to 
dwell  on  them  further.  In  fact,  you  probably  know  them  much  more 
intimately  than  I  do ;  but,  in  a  general  way,  it  is  impossible  to  get 
•coal  in  here  to  any  extent  in  the  wintertime. 

The  Chairman.  As  I  understand  it,  Mr.  Forbes,  you  are  chairman 
of  a  coal  committee? 

Mr.  Forbes.  Yes. 

The  Chairman.  Kepresenting  the  industries  generally  of  this 
State? 

Mr.  Forbes.  Yes. 

The  Chairman.  Can  you  get  for  me  the  names  of  the  coal  con- 
tractors from  whom  these  industries  have  purchased  their  coal  by 
contract  ? 

Mr.  Forbes.  Very  gladly,  sir. 

The  Chairman.  And  can  you  get  me,  too,  the  names  of  the  men 
from  whom  they  purchased  spot  coal  and  the  prices  they  have  paid 
for  it? 

Mr.  Forbes.  Yes,  sir ;  I  think  so. 

The  Chairman.  Of  course,  we  could  get  that  information  our- 
selves  

Mr.  Forbes.  Oh,  I  know  that.  Senator. 

The  Chairman.  Simply  by  sending  for  them  and  subpcenaing  them 
to  bring  their  papers  an^  books  here ;  but  I  do  not  wish  to  do  that, 
if  I  can  help  it.  ^ 

Mr.  Forbes.  Generally  speaking,  I  think  they  will  be  only  too 
glad  to  give  you  the  information. 

The  Chairman.  Just  explain  to  them  that  I  have  asked  you  to  do 
it,  and  if  there  is  any  question  about  it  lust  say  that  the  alternative 
will  be  that  we  will  send  for  their  boots  and  bring  them  here,  al- 
though I  do  not  wish  to  do  that.  Frankly,  I  am  trying  to  find  out 
how  many  coal  operators  are  crossing  their  lines,  failing  to  supply 
coal  for  one 

Mr.  Forbes.  Yes. 

The  Chairman.  And  then  selling  it  to  Mr.  somebody  else  as  spot 
coal. 

Mr.  Forbes.  Yes. 

The  Chairman.  That  is  what  I  want  to  find  out,  and  it  will  con- 
tribute a  great  deal  to  stopping  this  sort  of  business  in  the  future. 


508  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  Forbes.  Yes. 

The  Chairman.  This  committee  has  been  advised  that  there  is  a 
practice  among  some  of  those  coal  men  of  carrying  the  coal  for  a 
number  of  days  in  the  car,  paying  demurrage  on  it,  until  they  can 
dispose  of  it  at  a  price  high  enough  to  make  it  much  more  profitable. 

Mr.  Forbes.  Yes.  ' 

The  Chairman.  And,  as  you  are  probably  aware,  the  Interstate 
Commerce  Commission  has  issued  an  order  recently  intended  to  stop 
that  practice. 

Mr.  Forbes.  Yes. 

The  Chairman.  Have  vou  any  information  as  to  whether  that 
practice  has  been  stopped  f 

Mr.  Forbes.  I  could  not  say  directly  as  to  whether  that  practice 
has  been  stopped.  You  are  referring  to  Order  No.  11  or  No.  9;  11, 
I  suppose? 

Mr.  Miller.  Order  No.  11  was  the  order  assigning  cars,  in  a  way., 
to  New  England  traffic.  The  order  to  which  Senator  Calder  refers 
was  the  new  or  more  recent  order  by  the  Interstate  Commerce  Com- 
mission giving  the  railroads  permission  to  assess  a  penalty  against 
the  coal  dealers  for  holding  up  the  cars — a  penalty  of  some  $10  or 
$20  a  day.  A  similar  penalty  was  put  on  lumber  a  year  or  so  ago ; 
but  the  coal  order  is  only  permissive ;  the  railroads  may  do  it,  if  they 
see  fit. 

Mr.  Forbes.  I  am  not  familiar  with  that.  Mr.  Howie  and  Mr. 
Ellis  could  much  more  readily  answer  that  question ;  but,  in  a  gen- 
eral way,  I  understand  that  coal  has  been  coming  in  more  satistac- 
torily  lately,  within  the  last  two,  three,  or  four  weeks,  than  it  had 
been ;  but  we  are  a  long  ways  from  what  we  ought  to  be  still. 

Mr.  Miller.  Taking  a  broad  view  of  this  situation,  what  do  you 
expect  your  coal  is  going  to  cost  you  delivered  in  New  England  to 
your  industries  throughout  this  next  winter? 

Mr.  Forbes.  We  hope  it  will  cost  very  much  less  when  your  in- 
vestigation gets  through  than  it  does  now.  I  could  not  make  any 
guess  at  that,  because  it  has  been  fluctuating  so,  and  going  up  to  such 
unheard  of  prices:  but  if  you  had  asked  me  six  months  a^o  what  the 
price  would  be  to-day  I  should  have  never  guessed  that  it  would  be 
anywhere  near  what  it  is. 

Mr.  Miller.  Can  the  New  England  industries  stand  up  in  com- 
mercial competition  if  this  is  continued? 

Mr.  F5rbe8.  I  do  riot  see  how  it  is  possible,  sir.  There  is  one  tele- 
gram that  I  have  read  which  exactly  answers  that  question — the  one 
from  the  George  E.  Kunhard  Corporation,  one  of  the  larger  mills  in 
Lawrence,  Mass.,  under  date  of  August  27 : 

At  the  present  time  we  have  4,000  net  tons  of  coal  on  hand.  This  Is  all  spot 
ct«al  houpht  at  a  price  of  $9.50  to  $12  net  ton  at  mines,  tidewater  coal  at  $12 
to  $16  at  Mystic.  We  have  contracts  pluceil  for  8,000  tons  of  coal,  have  received 
400;  contracts  not  worth  the  paper  they  are  written  on.  Our  consumption  is 
800  tons  per  month.  We  neinl  3,000  tons  more  to  carry  us  through  to  April. 
Plenty  of  coal  offered  at  high  prices.  Quality  of  Penn  coal  very  poor ;  contract 
price  for  coal  placed  at  $4..W  to  $5  at  mines.  Tidewater  contracts  approximately 
$11  adds  about  10  cents  per  yard  to  cost  of  ^oods.  Extra  expense  involved  In 
indoading  account  of  24-hour  rule,  also  extra  tlemurrage  cliarges. 

Answering  your  question,  I  do  not  see  how  the  New  England  in- 
dustries can  possibly  stand  up  and  compete  on  the  basis  of  what 
they  are  paying  for  coal  now. 
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The  Chairman.  Is  there  anything  further  that  you  wish  to  say  to 
the  committee,  Mr.  Forbes? 

Mr.  Forbes.  I  think  not,  sir.  I  think  that  covers  it  from  our 
standpoint. 

The  Chairman.  The  committee  is  very  "much  obliged  to  you,  sir, 
for  coming  here. 

Mr.  Forbes.  Not  at  all^  Senator ;  it  has  been  a  pleasure. 

Mr.  Nichols.  Mr,  Chairman,  we  will  now  hear  from  Mr.  Steams, 
rice  president  and  general  manager  of  the  Eastern  Massachusetts 
Street  Railway  Co. 

STATEMEHT  OF  ME.  EOBEET  B.  STEAKNS,  VICE  PBESIDENT  AND 
GENEEAI  MANAOEE  EASTEEN  MASSACHUSETTS  STEEET  EAIL- 
WAT  CO.,  NO.  1  BEACON  STEEET,  BOSTON,  MASS. 

Mr.  Stearns.  Mr.  Chairman  and  gentlemen,  I  am  here  as  a  repre- 
sentative of  our  companies,  the  Eastern  Massachusetts  Street  Kail- 
way  Co.,  which  is  the  largest  street  railway  company  in  New  Eng- 
land, and  is  now  in  the  hands  of  public  trustees,  after  a  receiver- 
ship. 

I  have  also  l>een  requested  by  the  secretary  of  the  American  Elec- 
tric Eailway  Association  to  represent,  in  so  far  as  it  may  seem 
proper,  the  electric  railways  in  this  territory  in  this  matter. 

The  electric  railways  in  New  England  are,  as  is  quite  well  known, 
in  a  very  bad  financial  situation.  The  Boston  Elevated  has  gone 
through  a  financial  panic  and  is  now  in  the  hands  of  public  trustees 
under  a  guaranty  by  the  State.  The  Eastern  Massachusetts  Street 
Railway  Co.  is  in  the  hands  of  public  trustees,  without  a  guaranty 
from  the  State. 

Of  the  925  miles  of  street  railways,  we  have,  because  a  10-cent 
fare,  which  is  the  fare  charged  on  the  system,  is  inadequate,  closed 
down  some  185  miles  of  track. 

Now,  what  I  have  to  say  about  the  coal  situation  with  respect  to 
our  company  I  think  applies  with  equal  force  to  practically  all  the 
street  railways  in  New  England. 

On  April  1  our  contract  for  coal  expired.  We  use  about  160,000 
tons  a  year.  We  did  operate  10  power  plants ;  we  have  closed  down 
3  of  them.  Our  consumption  now  is  about  151,000  tons.  As  I  said, 
on  April  1  our  contract  for  coal  expired.  At  that  time  tha  coal  was 
based  upon  a  price  of  $2.30  at  the  mines.  About  55  per  cent  of  our 
coal  is  tidewater,  or  rail  and  water,  rather,  but  tidewater  at  destina- 
tion. The  balance  of  the  coal  is  all  rail.  We  were  paying  $2.30  at 
the  mines,  and  that  cost  somewhere  between  $6.50  and  $7.50  a  ton. 
Shortly  before  the  1st  of  April  we  were  advised  that  we  could  make 
new  contracts  at  a  little  more  than  twice  the  price  of  coal;  that  is, 
about  $6  a  ton  at  the  mines.  We  refused  to  do  that,  because  we  had 
on  hand  some  six  or  eight  weeks'  supply.  We  continued  to  receive 
coal  in  small  allotments  and  worried  along  through  April  and  May 
and  part  of  June,  when  we  were  in  desperate  straights,  because  aU 
we  could  do  was  to  pay  from  $14  to  $16  a  ton  for  coal. 

Nobody  would  make  a  contract  with  us.  I  communicated  with  a 
good  many  of  the  street  railway  people  as  to  their  experience,  and 
found  that  it  was  substantially  the  same  as  ours.    Information  was 
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sent  to  the  American  Electric  Railway  Association  explaining  the 
situation,  and  they  received  similar  information  throughout  other 
sections  of  the  eastern  territory,  and  they  had  representatives,  I  be- 
lieve, interest  themselves  in  the  situation  at  Washington.  At  that  time 
it  seemed  that  the  only  remedy  for  this  situation,  which  was  a  pan- 
icky market,  was  to  interest  the  local  authorities  and  the  Bepresenta- 
tives  at  Washington.  We  undertook  to  do  that.  At  the  suggestion 
of  our  public  trustees^  I  sent  this  telegram,  which  I  would  like  to 
read  now,  because  I  think  it  clearly  states  the  situation  as  it  existed ; 
and  I  would  then  like  to  supplement  this  just  a  bit.  This  was  a  tele- 
gram to  a  nimiber  of  Senators  and  Representatives,  and  also  to  all 
the  mayors  and  chairmen  of  the  town  boards  in  our  territory.  We 
operat^into  23  cities  and  63  towns  in  Massachusetts,  as  I  said  before, 
with  some  900  miles  of  track.    This  telegram  reads  as  follows : 

Supplementing  information  whicli  you  already  have  witli  respect  to  the 
present  deplorable  and  ruinous  coal  prices.  Eastern  Massachusetts  Street  Rail- 
way Co.,  oi>erating  over  800  miles  of  street  railway  under  direction  of  five 
public  trustees,  in  the  interest  of  preserving  transportation  facilities  at  reason- 
able rates  throughout  the  greatest  part  of  eastern  Massachusets,  Is  now  com- 
pelled tp  pay  $15.25  per  ton  for  tidewater  bituminous  coal,  with  assurance  that 
prices  will  advance  to  $16  next  week.  Under  all  kno\vn  facts  as  to  the  fair 
and  profitable  cost,  including  shipping  board  water  and  rail  rates,  price  should 
not  exceed  $8.75  per  ton.  We  are  unable  to  obtain  any  reasonable  firm  price  con- 
tracts and  are  compelle<l  to  buy  coal  qit  arbitrary'  and  at  prohibitive  prices  to 
keep  our  10  power  plants  running.  This  company  uses  thousands  of  tons  per 
annum.  Coal  bunkers  are  practically  empty.  Fifteen  to  sixteen  dollar  coal  will 
add  $1,000,000  a  year  to  operating  expen.ses  which  are  now  so  Inflated  that 
many  miles  of  track  on  this  system  serving  thousands  of  citizens  must  be 
shut  down  if  these  prices  continue.  We  can  not  too  strongly  support  all  the 
statements  you  have  made  as  to  this  shameful  coal  situation  and  are  ready  to 
urge  our  complaint  with  evidence  when  and  where  the  same  will  be  of  value. 

That  was  sent  under  date  of  May  29,  1920.  A  great  many  replies 
were  had  to  that,  but  it  would  be  useless,  I  think,  to  read  them,  except 
to  say  that  one  reply  was  received  from  Senator  Lodge,  from  which 
I  would  like  to  read  merely  a  paragraph : 

I  have  received  your  telegram  of  the  29th.  I  need  hardly  say  that  I  en- 
tirely appreciate  the  gravity  of  the  coal  situation  in  New  England  and  have 
already  taken  the  matter  up  with  the  Interstate  Commerce  Commission  to  see 
what  can  be  done  to  afford  the  needed  relief.  I  shall  take  great  pleasure  In 
laying  your  communication  before  them.  Meantime,  I  inclose  a  copy  of  a 
letter  which  I  have  received  from  the  commission  and  which  you  may  be  glad 
to  see. 

That  is  signed  "  H.  C.  Lodge."  Now,  here  is  a  letter  under  date 
of  May  28,  1920,  signed  by  Mr.  Edgar  E.  Clark,  chairman  of  the 
Interstate  Commerce  Commission : 

There  Is  no  disputing  the  fact  that  the  fuel  situation  in  the  country  Is  In 
deplorable  condition  and  the  necessities  of  various  localities  are  most  acute. 

In  prewar  days  the  New  England  supply  of  coal  moved  largely  from  tide- 
water ports  such  as  Hampton  Roads,  Baltimore,  and  Philadelphia  by  water. 
The  rates  were  lower  that  way  than  they  were  all  rail.  During  the  war  the 
price  of  water  transportation  increased  so  much  that  the  rail  and  water  rates 
became  substantia lly  higher  than  the  all-rail  rates.  A  very  vigorous  effort 
was  made  to  supply  New  England  with  the  result  that  when  the  armistice  was 
signed  there  was  an  unusually  large  supply  on  hand  in  that  section.  Ship- 
ments immediately  fell  off  to  almost  nothing.  Now  there  Is  a  serious  shortage 
and  every  reasonable  effort  Is  being  made  to  relieve  It. 

The  transportation  act  confers  upon  the  commission  broad  powers  with 
regard  to  service  and  preferential  movement,  I  confess  that  I  am  not  entirely 
satisfied  that  we  have  power  to  prohibit  export  shipments  In  order  to  enlarge 
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the  domestic  supplies  unless  it  can  be  fairly  based  upon  a  transportation  emer- 
gency. Your  correspondent  thinlcs  that  if  export  coal  were  embargoed  some- 
thing more  than  a  million  tons  of  coal  per  month  would  be  turned  to  New 
Kngland  by  water  from  Hampton  Roads,  not  to  mention  what  would  be  the 
consequence  of  such  an  embargoed  flow  from  Baltimore  and  Philadelphia.  I 
am  not  sure  that  thi8<  result  would  follow.  The  export  coal  is  what  is  com- 
monly called  spot  coal  and  purdiasers  of  it  are  bidding  for  higher  prices  than 
nnderlie  the  contracts  for  domestic  coal.  If  export  coal  is  embargoed  the  spot 
coal  will  move  to  those  places  where  the  highest  price  can  be  secured. 

We  should  be  very  glad  indeed  to  see  New  England  amply  supplied  with 
coal  and  to  see  that  supply  moved  up  by  water  from  the  tidewater  ports,  because 
there  is  every  reason  to  desire  relief  from  the  badly  congested  condition  of  the 
railroads.  What  I  have  said  with  regard  to  the  effect  of  embargoing  export 
coal  is  I  think  confirmed  by  what  your  correspondent  says  with  regard  to  the 
responses  to  the  requests  of  the  Navy  for  bids  for  coal. 

Largely  as  a  result  of  the  strike  in  the  bituminous  coal  nrines  last  winter 
large  quantities  of  coal  were  moved  from  the  East  to  the  West  out  of  the 
normal  current  of  traffic  and  of  trade.  When  the  men  resumed  work  under 
the  agreement  to  abide  by  the  decision  of  the  Bituminous  Coal  Commission  a 
l^eat  deal  of  this  coal  sent  to  supply  imperative  needs  and  avoid  suffering  and 
distress  was  refused  by  the  consljaiee.s  because  clu  ai)er  coal  could  then  be 
purchased  nearer  at  home.  This  had  the  efTet't  of  very  seriously  delaying  a 
large  number  of  cars,  and  the  railroads  have  been  struggling  with  the  effort 
to  secure  relocation  of  these  cars;  in  other  words,  get  them  sent  to  the 
eastern  roads,  where  they  are  badly  needed  for  fuel  movement  and  where 
because  of  our  shortage  bituminous  mines  are  producing  much  less  than  they 
would  otherwise  produce.  The  carriers  finally  decided  that  tlipy  were  unable 
to  effect  this  movement  without  the  support  of  a  service  order  by  this  com- 
mission. Several  days  ago  we  Issued  such  order,  and  at  the  present  moment 
large  numbers  of  empty  coal  cars  are  moving  from  the  western  roads  to  the 
eastern  roads,  frequently  In  train  loads,  and  this  movement  Is  to  continue  from 
day  to  day  until  some  30,000  empty  coal  cars  have  been  so  relocated.  This 
ought  to  Improve  the  situation.  I  may  mention  that  In  like  manner  we  are 
relocating  some  20,0(X)  empty  box  cars  I)y  sending  them  from  the  eastern  roads 
to  the  western  roads. 

It  is  true  that  we  authorized  the  use  of  assigned  cars  for  the  railroad  fuel. 
This  is  the  pollcj'  whi^h  obtained  under  a  decision  of  the  eommlssion  made 
some  12  years  ago,  contested  by  the  railroads  and  sustalnetl  by  tlie  Supreme 
Court,  until  during  the  war  the  Railroad  Administration  set  it  aside.  It  rests 
upon  the  fundamental  principle  and  faet,  whh-li  none  can  d«ny,  tiiat  the  rail- 
road must  have  fuel  or  it  can  serve  no  one. 

I  do  not  understand  the  difTiculties  whirh  your  correspondent  portrays.  In 
general  his  letter  shows  a  full  appre<*latlon  of  tht»  cousins  for  thn  present  situa- 
tion. I  am  Inclined  to  think  that  he  and  other*?  ratlier  exaggerate  the  iur- 
portance  of  the  volume  of  movement  of  export  coal.  Of  course,  a  million  tons 
a  month  Is  a  large  amount  when  there  is  an  acute  shortajre,  but  It  Is  a 
small  percentage  of  the  normal  product irm  when  the  nii'.es  are  fairly  supplied 
with  cars  and  the  miners  are  at  work. 

In  addition  to  the  relocation  of  cars,  to  which  I  ha\e  referre<l,  we  have 
Issued  a  service  order  directing  the  rerouting  t»f  freight  via  open  routes  when 
the  routes  designated  In  the  billing  are  congested  and  the  freight  is  unable 
to  move  promptly. 

We  have  organized  committees  at  the  more  important  commercial  and  rail- 
road centers  of  the  country  consisting  of  an  employee  of  the  commission,  an 
ofl^cial  of  the  railroads,  and  a  representative  of  the  shippers.  These  committees 
are  actively  engaged  on  the  ground  in  doing  everything  they  can  to  facilitate 
the  movement  of  freight  and  the  release  of  cars,  and  the  situation  is  being 
closely  and  carefully  watched  under  an  organization  that  is  prepared  to  deal 
from  day  to  day  with  new  conditions  or  developments.  There  is  a  shortage  of 
equipment  due  to  the  fftct  that  during  the  war  period  the  units  of  cars  acquired 
did  not  equal  the  normal  pumber  of  retirements.  The  railroads  find  it  ex- 
tremely difficult  to  finance  the  acquisition  of  new  equipment.  We  are  endeavor- 
ing, with  due  regard  to  business  principles,  to  utilize  the  fuel  provided  for  loans 
to  railroads  under  our  certificates  in  the  transportation  act.  We  are  doing  and 
shall  do  everything  humanly  possible  to  get  the  highest  degree  of  efficiency  out 
of  the  available  facilities,  but  under  the  very  best  that  can  be  done  there  will 
necessarily  be  Inconvenience  and  a  shortage  of  effective  transportation  as  long 
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as  the  volume  of  business  offers  and  until  the  railroads  can  get  to  a  more 
effective  basis  of  operation  and  secure  the  construction  of  additional  equipment. 
Your  correspondent  is  entirely  correct  in  saying  that  the  switchmen's  strike 
that  has  been  on  for  a  number  of  weeks  has  interfered  much  more  with  the 
movement  of  traffic  than  the  public  generally  appreciates.  Many  roads  are 
operating  far  below  normal  due  to  their  inability  to  secure  men  to  perform  the 
switching  service.  They  are  also  handicapped  by  inability  to  get  men  in  their 
machine  shops  and  car  works  to  make  repairs  upon  equipment. 

Presumably  the  Railroad  Labor  Board  will  in  the  not  distant  future  hand 
down  decisions  on  the  wage  questions  that  are  before  it.  If  they  grant  sub- 
stantial increases  in  wages,  it  is  quite  probable  that  more  men  will  be  attracted 
to  the  railroad  service;  but  there  is  another  side  to  that,  and  that  is  that 
operating  expenses  of  the  railroads  will  be  correspondingly  increased,  and  their 
demand  for  further  increase  in  rates  to  compensate  them  for  this  increased 
expenditure  will  not  be  very  welcome  to  a  considerable  part  of  the  shipping 
public.  The  general  sentiment  of  the  country  is,  I  think,  in  favor  of  granting 
the  general  increased  rates  that  are  necessary  under  existing  conditions.  That 
is  evidenced  by  thousands  of  expressions  that  come  to  us  and  by  the  indications 
that  opposition  to  the  proposal  will  be  voiced  In  the  proceedings  now  in  progress 
before  us  by  only  a  limited  group  or  number  of  shippers. 

That  was  the  inclosure  referred  to  in  the  letter  from  Senator 
Lodge. 

Following  that  we  got  into  a  very  serious  situation  through  the 
lack  of  coaL  We  were  so  short  of  coal  that  we  were  seriously  con- 
sidering serving  the  usual  one  week's  notice  of  a  shutdown  of  certain 
of  our  lines.  Singularly  enough,  just  as  we  were  about  out  of  coal 
from  time  to  time  some  good  Samaritan  would  come  along  and  sell 
us  coal  around  $14  a  ton. 

Mr.  Miller.  That  is,  spot  coal  ? 

Mr.  Stearns.  Yes;  many  shipments  of  coal  were  offered  to  us;  but 
we,  of  course,  refused  them,  because  we  could  not  pay  the  price.  The 
result  was  about  as  follows:  We  made  a  sort  of  a  letter  agreement 
with  two  concerns,  who  had  theretofore  been  shipping  coal  to  us, 
that  we  would  buy  coal  from  them,  at  a  price  unfixed,  it  being  our 
privilege  to  refuse  to  take  the  coal  if  we  thought  the  price  was 
unsatisfactory. 

Those  two  concerns  have  treated  us  very  fairly,  although  we  have 
been  obliged  to  pay  very  large  prices  for  coal ;  and  at  no  time  have 
we  been  aole  to  accumulate  more  than  between  11,000  and  12,000  tons 
of  coal,  and  our  monthly  consumption  is  about  13,000  tons. 

We  have  on  hand  now — that  is,  we  had  on  hand  on  July  10 — 11,856 
tons  of  coal.  We  have  on  hand  to-day  11,255  tons  of  coal.  At  one 
power  plant  we  have  but  five  days'  supply,  and  we  have  deemed  it 
unwise  to  continue  to  operate  or  to  hola  out  any  assurance  that  we 
could  continue  to  operate  when  we  had  less  than  seven  days'  supply, 
because  we  are  required  by  law  to  give  a  seven-day  notice  of  a  dis- 
continuance  of  the  lines;  but  we  have,  notwithstanding  that,  gone, 
below  the  limit. 

At  another  power  plant  we  have  but  six  days'  supply.  At  our 
largest  power  plant,  which  consumes  about  one-third  of  the  coal, 
we  nave  but  13  days'  supply  of  coal;  and  so  we  are  continuing  to 
live  from  hand  to  mouth. 

In  June  and  July — ^the  early  part  of  July — we  sent  our  purchas- 
ing agent  on  a  trip  of  two  or  three  weeks  to  the  coal  district  to  ascer- 
tain the  cause  ana  to  gain  as  much  information  as  he  could,  and  he 
found  that  substantiafly  what  Mr.  Tenney  and  Mr.  Ellis  have  said 
here  was  true — ^that  in  so  far  as  we  could  ascertain,  if  we  could  be 
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assured  of  a  car  price,  and,  second,  if  export  coal  were  restricted  or 
limited,  to  say  nothing  of  some  regulation  of  the  prices,  we  could 
hope  to  worry  through  with,  perhaps,  coal  at  between  $6  and  $7  at 
the  mines. 

Mr.  Miller.  May  I  ask  you  if  you  know  how  much  the  Canadians 
are  paying  for  their  coal  at  the  mines  ? 

Mr.  SimRNS.  Personally  I  do  not  know. 

Mr.  Miller.  Do  you  blow,  Mr.  Howie  t 

Mr.  Howie.  I  have  heard  it  said  that  it  was  $7.60  or  $8  a  ton; 
that  is,  under  the  Lake  order. 

Mr.  Miller.  What  are  you  paying,  Mr.  Stearns? 

Mr.  Stearns.  We  are  paying  from  $6  to  $7  at  the  mines  since 
order  No.  9  of  the  commission  has  been  in  effect. 

Mr.  Miller.  But  that  is  for  all-rail  coal  ? 

Mr.  Stearns.  Well,  it  makes  some  little  difference.  We  are  pay- 
ing $7.71  per  ton  at  the  mines  for  all-rail  coal  which  goes  to  the 
north  of  Koston.  We  are  paying  $7  for  all-rail  coal,  of  a  slightly 
lower  grade,  which  goes  to  the  north  of  Boston.  We  refused  to  pay 
$7.75  to  the  same  partj,  because  we  felt  that  it  was  unwarranted. 
We  may  have  to  pay  it  when  we  get  down  to  the  lowest  level,  in 
order  to  keep  running.  We  are  paying  now,  or  are  just  receiving 
some  coal  at  $6  per  ton  at  the  mine,  which  is  water  coal.  We  also 
paid  recently  $7.25  per  ton  at  the  mines  for  water  coal  at  Chelsea. 
That  coal  has  been  delivered  to  us  upon  these  two  letters  of  agree- 
ment, as  I  stated,  where  the  price  was  not  fixed,  but  where  the  coal 
dealers  assured  us  that  if  we  could  get  the  cars  we  would  be  taken 
care  of  at  as  low  a  price  as  they  could  obtain.  And  that  is  the  re- 
sult— that  we  have  no  more  coal  now  than  we  had  in  June.  We 
have  about  three  weeks'  supply  of  coal. 

Our  coal  storage  amounts  to  60,000  tons.  We  should  have  60,000 
tons  by  the  1st  of  October  to  tide  us  over,  if  the  experience  of  past 
winters  is  any  criterion,  for  this  next  winter;  and  if  we  are  limited 
to  from  three  to  four  weeks,  or  even  to  60  days'  supply  of  coal,  my 
opinion  is  that  it  will  be  a  very  serious  situation  in  the  electric  railway 
transportation  business  here.  Of  course  a  winter  like  last  wintei* 
would  completely  stop  the  service. 

Now,  you  have  inquired  somewhat,  as  I  have  listened  here,  into  the 
prices,  and  therefore  if  you  had  just  as  soon  I  will  take  a  moment 
to  explain  some  of  these  prices :  All  rail  coal  to  the  north  of  Boston 
in  the  year  1916  was  4.42,  delivered;  in  1917  it  was  4.55,  delivered; 
m  1918, 6.20,  delivered;  in  1919, 6.63,  delivered;  and  in  1920,  up  to  the 
first  of  April,  7.08,  delivered.  Then  we  worried  along  through  April 
and  May  with  some  spot  coal,  and  consuming  the  coal  that  we  had 

Eurchased  in  the  contract,  some  of  the  contract  coal  having  been  de- 
lyed,  that  came  in  in  April,  and  the  price  in  April  was  8.69,  de- 
livered; in  May,  9.14;  in  June,  10.28;  and  in  July,  16.73.  The  coal 
now  which  we  are  getting  under  Interstate  Commerce  Commission 
Order  No.  9,  because  we  are  able  to  get  cars,  is  costing  in  the  neigh- 
borhood of  12.14,  all  rail,  at  the  same  point.  The  effect,  therefore,  of 
Interstate  Commerce  Commission  Order  No.  9  has  been  to  reduce  the 
price  of  the  coal  from  16.73  to  12.14. 
Mr.  MnxER.  And  yet  the  Canadians  are  getting  it  at  $8. 
Mr.  Stearns.  I  do  not  know  what  they  are  paying,  I  am  sure.  Now, 
as  to  the  all-water  coal,  that  has  been  a  little  different  situation,  but 
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it  is  substantially  the  same,  because  the  difference  is  so  slight;  a 
dollar  or  two  per  ton  of  coal  does  not  seem  to  have  very  much  mean- 
ing to  anybody  any  more.  Whereas,  in  1916  we  were  paying  4.42 
for  all-rail  coal  north  of  Boston,  and  for  tidewater  delivered  south 
of  Boston  at  our  largest  plant  it  cost  2.90,  delivered.  In  1917,  3.26 ; 
in  1918,  3.49;  in  1919,  5.65;  in  1920,  6.80.  Now,  in  1920,  ending 
April  1,  the  base  price  of  that  coal  was  2.30.  The  rest  of  it  was  con- 
sumed in  additional  rail  and  water  rates.  In  April  of  this  year,  at 
that  plant,  it  was  9.41;  in  May,  13.62,  and  that  was  caused  bv  the 
fact  that  we  got  a  little  of  contract  coal,  but  most  of  the  coal  was 
spot  coal.  In  June  it  was  practically  all  spot  coal,  at  14.58 ;  and  in 
July,  12.47.  Since  that  time,  under  Interstate  Commerce  Commission 
Order  No.  9,  we  have  been  able  to  get  that  coal  for  12.21,  under  the 
new  rates. 

Mr.  Miller.  That  is,  12.21  for  rail  and  water? 

Mr.  Stearns.  Yes;  delivered. 

Mr.  Miller.  As  against  how  much  all  rail  ? 

Mr.  Stearns.  As  against  12.04 

Mr.  Miller  (interposing).  The  last  figure  you  gave? 

Mr.  Stearns.  Yes;  12.14.  Now,  that  is  based  upon  the  new  rail- 
and- water  rates;  that  is,  with  the  20  per  cent  added  for  freight;  but 
prior  to  that  time  the  coal  cost  about  90  cents  a  ton  less  than  that — 
11.30.  We  have  paid  as  high  as  $18  and  $17.  I  think  $18  is  the 
highest  price  we  have  had  to  pay  in  order  to  keep  our  system  going 
until  the  arrival  of  Interstate  Commerce  Commission  Order  No.  9. 
Now,  those  facts  will  indicate  the  interest  that  the  electric  railways 
of  New  England,  outside  of  our  own  company,  have  in  this  hearing. 
We  would  be  very  greatly  injured,  we  would  be  seriously  injured  from 
a  financial  stanapoint  and  undoubtedly  would  be  obliged  to  discon- 
tinue more  service,  because  it  is  impossible  to  raise,  we  believe,  the 
fares  above  the  charge  now  of  10  cents,  unless  order  No.  9  were 
continued,  and  we  hope  that  it  ran  be  broadened  so  that  at  least  we 
may  be  able  to  continue  under  that  order  for  a  period  of  time  suffi- 
cient to  store  not  less  than  90  days'  supply  of  coal.  I  believe  that 
is  absolutely  essential  in  the  light  of  our  experience  with  weather 
conditions  here,  particularly  on  tidewater  coal. 

Now,  as  to  whether  the  remedy  should  be  an  embargo  on  export 
coal  or  on  profiteering,  I  do  not  undertake  to  pass  on  that ;  but  1  do 
wish  to  leave  with  you  a  vivid  picture  of  the  very  serious  situation 
that  I  know  the  electric  railways  are  confronted  with  to-day  here, 
if  we  can  not  get  coal.  We  are  not  only  paying  practically  twice  as 
much  as,  in  my  opinion,  we  ought  to  pay — at  least  75  per  cent  more — 
but  we  are  going  to  be  up  against  a  very  serious  situation  the 
moment  bad  w^eather  comes  on.  New  England  is  notorious  for 
weather  conditions  clogging  up  the  rails  and  choking  up  the  chan- 
nels, particularly  where  a  barge  has  to  come  through  the  Cape  Cod 
Canal. 

Mr.  Miller.  The  committee  would  like  to  receive  from  you,  Mr. 
Stearns,  the  names  of  the  parties  from  whom  your  coal  was  bou^^ht 
at  high  prices  and  the  names  of  the  parties  who  refused  to  carry  out 
their  contracts  with  you. 

Mr.  Stearns.  Yes ;  I  have  that  information,  but  I  will  not  burden 
you  with  it  now.    I  will  be  glad  to  submit  that  later. 
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The  Chairman.  Thank  you  very  much,  Mr.  Stearns. 

Mr.  Stearns.  Thank  you,  sir;  Senator. 

Mr.  Nichols.  With  the  committee's  permission,  we  will  now  leave 
the  coal  situation  for  a  moment,  and  take  up  the  matter  of  general 
construction,  and  we  will  call  three  witnesses  and  then  close  tor  the 
day.  The  first  witness  will  be  Mr.  Henry  L.  Bond,  of  Waldo  Bros.  & 
Bond  Co.,  building  materials,  Boston. 

A  Voice.  He  is  not  here^Jiir.  Nichols.  ' 

Mr.  Nichols.  Is  Mr.  J.  W.  Rollins,  of  Holbrook,  Cabot  &  Rollins, 

(No  response.) 

Mr.  Nichols.  Is  Mr.  Edwin  P.  Bliss,  of  H.  P.  Converse  &  Co., 
here? 

STATEMENT  OF  MB.  EDWIN  P.  BUSS,  REPRESENTINa  H.  P.  COH- 

VEBSE  ft  CO.,  BOSTON,.  KAS8. 

The  Chairman.  Mr.  Bliss,  what  is  your  business,  please? 

Mr.  Bliss.  Contracting;  the  firm  of  H.  P.  Converse  &  Co. 

The  Chairman.  Building  contractors? 

Mr.  Bliss.  Heavy  foundations,  bridge  work,  and  piers — construc- 
tion work. 

The  Chairman.  Your  concern  does  not  build  houses? 

Mr.  Bliss.  No,  sir. 
^  The  Chairman.  That  is  to  say,  residences? 

Mr.  Bliss.  No,  sir. 

The  Chahjman.  You  are  engaged  in  construction  work  here  now 
in  the  city  of  Boston  ? 

Mr.  Bliss.  We  are  engaged  particularly  in  building  the  Spring- 
field and  West  Springfield  Bridge  across  the  Connecticut  River  at 
Springfield,  Mass. 

The  Chairman.  I  think  we  have  heard  of  that  bridge  before. 

Mr.  Bliss.  I  think  so,  sir. 

The  Chairman.  And  if  I  recall,  our  committee  has  asked  the  rail- 
road people  to  supply  you  with  building  materials  for  this  bridge? 

Mr.  Bliss.  We  have  had  a  very  j^reat  deal  of  difficulty  in  securing 
any  transportation  of  either  materials  or  equipment  for  that  work. 

The  Chairman.  My  recollection  is  that  that  was  called  to  the 
attention  of  Mr.  Miller,  who  is  associated  with  the  committee? 

Mr.  Bliss.  Yes. 

The  Chairman.  And  when  Mr.  Willard,  who  is  president  of  the 
Baltimore  &  Ohio  Eailroad  Co.,  was  a  witness  before  our  committee 
in  New  York  recently,  he  insisted  that  necessarv  work  was  not  being 
held  up,  but  we  called  his  attention  to  your  bridge  particularly. 

Mr.  Bliss.  Yes. 

The  Chairman.  And  he  promised  us  that  he  would  see  to  it  that 
your  materials  were  sent  to  you  promptly.     Has  that  been  done  ? 

Mr.  Bliss.  We  have  not  any  evidence  that  it  has  been  done  yet. 
There  has  been  some  movement  or  some  evidence  of  activity  in  the 
car-service  department  and  others,  preliminary  to  placing  cars, 
but  we  have  not  actually  seen  any  definite  results  as  yet. 

The  Chahiman.  And  you  would  like  for  us  to  call  it  to  Mr.  Wil- 
lard's  attention  again,  would  you  ? 
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Mr.  Bliss.  Yes;  I  have  a  letter  prepared  here  particularly  for  that 
purpose  to  Mr.  Miller  [handing  paper  to  Mr.  Miller], 
The  Chairman.  Thank  you,  Mr.  Bliss.    We  will  follow  it  up  for 

von. 

./ 

Mr.  Buss.  And  I  have,  for  your  convenience,  sir,  prepared,  and 
will  leave  with  your  secretary,  a  digest  of  the  correspondence — all 
the  correspondence,  practically — that  we  have  had,  including  tele- 
grams, telephone  communications,  etc.,  with  railroad  officials,  ship- 
fers,  and  other  agencies  attempting  to  expedite  these  shipments, 
n  this  record  you  will  find  almost  all  the  various  varieties  of  diffi- 
culties experienced  by  building  contractors  who,  perhaps,  would 
like  to  be  here  to  speak  for  themselves ;  but  some  of  the  difficulties 
may  be  attributed  to  the  general  conditions  of  the  railroads,  be- 
ing unable  to  furnish  100  per  cent  of  transportation,  while  other 
difficulties,  we  think,  were  encountered  which  never  should  have 
happened;  and  that  is  what  we  understand  that  your  committee  is 
going  into. 

We  would  respectfully  difect  your  attention  to  five  particular 
phases  of  the  situation :  One  is  the  time  required  to  get  an  authori- 
zation to  ship;  secondly,  the  method  of  the  issuance  of  authority 
to  ship ;  third,  the  failure  to  coordinate  authorizations  to  ship  with 
orders  to  spot  cars  for  shipments;  and  fourth,  the  inflexibility  of 
orders  that  require  cars  actually  set  for  loading,  and  partially  or 
fully  loaded,  to  be  unloaded,  thus  adding  to  the  expense  of  the  ship- 
per and  postponing  the  movement  of  the  freight;  and  fiffh,  the 
assignment  of  100  per  cent  of  the  cars  of  a  type  to  any  one  priority. 
I  do  not  know  that  you  will  be  interested  in  it.  Senator,  but  I  have 
jotted  down  some  suggestions  here,  and  I  have  given  tne  secretary 
a  copy  of  them.    I  think  they  might  be  helpful,  sir. 

The  (Chairman.  Those  are  all  in  your  presentation,  are  they? 

Mr.  Bliss.  Yes ;  it  is  all  in  writing. 

The  Chairman.  Very  well. 

Mr.  Bliss.  I  am  not  a  railroad  man,  but  I  appreciate  that  this 
situation  has  gotten  to  be  solved  by  railroad  men  ultimately. 

The  Chairman.  Yes. 

Mr.  Bliss.  But  I  think  there  are  some  things  in  connection  with 
the  committee  that  you  have  already  set  in  motion,  whereby  relief 
in  emergencies  can  be  secured  in  such  a  way  that  when  those  com- 
mittees cease  to  function,  the  railroads  will  be  in  better  shape  to 
carry  on  the  work,  rather  than  to  reorganize  it.  I  think  that  can 
be  done,  and  we  are  very  willing  to  cooperate  in  any  way  we  can 
toward  that  end. 

The  Chairman.  I  think  it  is  only  fair  to  say  that  the  turning  over 
of  the  railroads  from  Government  operation  to  private  operation  was 
fraught  with  so  many  difficulties  that  perhaps,  to  a  degree  at  least, 
there  may  be  some  excuse  for  these  trying  conditions ;  and  then  the 
general  upsetting  of  business  as  a  result  of  the  war,  the  changes  in 
the  methods  of  doing  business,  and  all  those  things  have  causeoinore 
difficulty. 

Mr.  !dli8s.  The  personal  element  comes  in  so  insistently  when  these 
inflexible  orders  come  through  to  do  something — I  have  two  concrete 
illustrations:  At  Sprin^eld  the  New  Haven  Railroad  is  carrying 
out  an  order  to  decline  delivery  at  a  junction  point  of  cars  not  arriv- 
ing by  their  line ;  and  there  are  two  instances  of  that  that  seem  ab- 
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surd.  We  shipped  from  Boston  via  the  New  Haven  Road  a  crane  car, 
transferred  it  to  the  Boston  &  Maine  yards  to  deliver  some  freight, 
and  then  wanted  to  transfer  it  back  into  the  New  Haven  yards  to  un- 
load freight.  They  refused  to  receive  it,  because  it  was  at  a  junction 
point,  and  was  not  going  farther  than  Springfield ;  and  we  had  to  go 
up  to  the  president  of  the  road  before  we  could  get  that  crane  car. 
Then,  furthermore — and  this  may  be  more  to  the  point — to-day  there 
is  a  car  of  sheathing  at  Springfield  needed  in  the  river  alongside  the 
New  Haven  tracks.  The  bill  of  lading  specified  New  York,  New 
Haven  &  Hartford  routing.  The  car  arrived  at  Springfield  on  the 
Boston  &  Albany  tracks,  but  the  New  Haven  Eoad  refused  to  trans- 
fer it.  The  result  is  a  deadlock,  and  the  car  is  needed  for  use  else- 
where, but  is  laying  there  for  10  days,  and  still  there.  It  has  not  yet 
reached  its  destination,  and  it  would  have  to  be  teamed  some  consid- 
erable distance  in  order  to  get  it. 

The  Chairman.  Do  you  need  that  material? 

Mr.  Bliss.  Well,  we  were  not  in  absolute  need  of  that  material,  so 
we  have  not  gone  to  the  expense  of  unloading  the  car  or  asking  for  a 
delivery  on  the  Boston  &  Albany  tracks,  because  there  are  some  25  or 
30  more  cars  to  make  up  the  lot— some  in  transit,  and  others  that  we 
are  still  trying  to  get. 

The  Chairman.  Yes.    Have  you  anything  further,  Mr.  Bliss? 

Mr.  Bliss.  No;  I  think  that  is  all. 

The  Chairman.  We  thank  you  very  much,  sir. 

Mr.  Nichols.  Senator,  I  have  here  some  letters  handed  to  me  bv 
Mr.  Fay,  from  a  number  of  people  who  are  interested  in  this  con- 
struction matter,  and  I  would  like  to  have  them  made  a  part  of  tlie 
record. 

The  Chairman.  Very  well. 

(The  letters  above  referred  to  appear  in  full  below,  as  follows :) 

Boston,  Auffust  26,  1920. 
Mr.  F.  T.  Miltj:b, 

AsHstant  to  the  Committee,  Vnited  8tate»  Senate. 

Deab  Sir:  In  response  to  your  request  to  be  present  at  the  hearing  before 
the  special  United  States  Senate  committee  at  the  statehouse,  Boston,  August 
30,  I  assure  you  that  I  am  deeply  Interested  In  the' purpose  of  this  hearing  and 
hope  that  the  successive  hearings  upon  the  subject  of  reconstruction  will  have 
the  eifect  of  obtaining  for  the  industries  Involved  a  more  generous  spirit  of 
cooperation  from  the  Interstate  Commerce  Commission  and  from  the  Federal 
reserve  bank  than  has  been  manifested  toward  them  during  the  past  few 
months. 

Evidence  presented  at  these  hearings  has  t^een  of  a  character  which  must 
persuade  the  committee  that  the  amount  of  new  work  to  be  done  necessary  for 
the  welfare  of  all  of  our  people  is  formidable  and  includes  every  variety  of 
construction  work.  That  which  is  most  pressing  for  Immediate  attention  may 
be  subject  to  differences  in  opinion,  for  arguments  of  great  strength  may  be 
submitted  in  support  of  each.  The  shortage  In  housing  accommodations  and 
schools  is  dangerous;  the  inability  or  Inefficiency  of  the  railroads  to  properly 
handle  the  transportation  problem  calls  for  an  extensive  good  roads  progi-am, 
and  the  ever-Increasing  demand  for  many  staple  commodities  require  large 
factory  additions  to  satisfy  that  demand. 

In  my  opinion,  active  measures  should  be  In  effect  Immediately  that  will 
serve  to  transport  speedily  from  the  manufacturer  to  the  consumer  great  quan- 
tities of  building  materials  now  In  readiness,  so  as  to  enable  the  construction 
program  to  go  forward  with  great  energy  for  the  remainder  of  the  year.  Manu- 
facturers of  many  of  the  commodities,  earlier  In  the  year,  in  anticipation  of 
an  active  demand  throughout  the  year,  began  production  on  a  basis  which, 
carried  forward,  would  have  served  not  only  to  relieve  the  crisis  in  housing 
accommodations  but  would  have  kept  the  scale  of  prices  lower  than  is  prevail- 
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Ing  to-day.  Through  the  inability  of  the  railroads,  with  their  operating  system 
crippled  and  with  their  terminals  tied  up  with  strikes,  to  handle  the  materials 
offered  them ;  through  the  preference  shown  by  the  Interstate  Commerce  CJom- 
mission  to  other  lines  of  industry,  notably  coal,  and  also  because  of  the  atti- 
tude of  the  Federal  Reserve  Bank  toward  the  industry  in  the  matter  of  loans, 
the  demand  for  materials  has  been  far  In  excess  of  the  supply  of  the  local 
dealers,  and  extraordinary  expenses  have  been  incurred  in  order  to  secure  the 
materials  necessary  for  the  most  important  work.  Other  work  has  been  much 
reduced,  and  a  great  deal  more  has  been  either  postponed  to  next  year  or 
abandoned  altogether. 

This  is  not  in  a  sense  a  sectional  problem ;  it  is  national  in  its  scope,  and  a 
general  solution  can  only  be  obtained  through  the  cooperation  of  the  Govern- 
ment. A  proper  sense  of  responsibility  and  measures  to  enforce  an  equitable 
program  of  reconstruction  are  all  that  are  necessary  to  relieve  the  situation. 
In  order  to  be  helpful  for  this  year  there  should  be  no  delay  in  action.  These 
hearings  in  all  parts  of  the  country  take  a  long  time  and,  so  far  as  I  am  in- 
formed, only  serve  to  make  cumulative  the  evidence  presented  before  the  Inter- 
state Commerce  Commission  by  the  construction  industry  during  the  first  week 
in  July,  with  the  result  only  of  an  extension  for  30  days  of  the  objectionable 
order  No.  7.  Action  without  longer  delay  is  of  imperative  Importance.  I  hope 
to  be  present  at  the  hearing. 
Yours,  very  truly, 

Harold  L.  Bond, 
President  Waldo  Bros.,  and  Bond  Company. 


Boston',  August  28,  1920. 
Mr.  Fbkdei«ic  H.  Fay, 

Chairman  Subcommittee  on  Reconstruction  and  Production, 

15  Beacon  Street,  Boston. 

Deau  Sir:  With  reference  to  the  matters  under  consideration  by  the  United 
States  Senate  Committee  on  Reconstnictlon  and  Production,  we  beg  to  repoit 
to  you  as  follows: 

Our  company,  engaged  in  building  construction  in  Boston  and  vicinity,  is  now 
building  several  large  projects  in  this  city.  Among  them  are  the  New  Federal 
Reserve  Bank  Building,  the  new  home  office  building  of  the  John  Hancock 
Mutual  Life  Insurance  Co.,  and  the  addition  to  the  National  Shawmut  Bank 
Building.  These  buildings  are  all  of  great  importance  to  the  owners  and  our- 
selves, and  seem  to  us  to  be  essential  to  the  welfare  of  many  people.  This  con- 
struction involves  an  expenditure  of  six  or  seven  millions  of  dollars,  and  of 
couse  carries  with  it  the  employment  of  several  thousand  wage  earners. 

In  the  erection  of  these  buildings  we  shall  use  enormous  quantities  of  various 
materials  which  of  necessity  must  be  brought  to  the  city  from  long  distances. 
The  condition  of  railroad  transportation  Is  our  chief  handicap,  and  has  been 
for  some  time  past.  We  have  been  obliged  to  discharge  workmen  because  of 
lack  of  materials  which  come  from  distant  points  and  which  It  has  been  im- 
possible to  secure  transportation  for.  At  the  present  time  the  Federal  reserve 
bank  work  Is  delayed  and  practically  held  up  waiting  for  steel  which  we  must 
receive  from  tlie  rolling  mills  in  Pennsylvania.  The  lack  of  cai-s  at  the  steel 
mills  and  the  embargoes  on  the  New  England  roads  have  prevented  our  secur- 
ing the  steel  necessary  to  start  erection  at  this  job.  While  conditions  on  our 
other  work  are  not  so  acute  as  on  the  Federal  Reserve  Bank  Building,  matters 
are  fast  approaching  that  condition,  and  it  seems  to  us  that  unless  transporta- 
tion facilities  are  improved  very  greatly  construction  work  in  this  vicinity  will 
be  practically  stopped. 

The  situation  on  shipments  of  cement  from  the  mills  is  well  known  to  all  who 
are  interest(d  in  construction.  We  are  Informed  of  some  Jobs  in  the  city 
which  liave  been  obliged  to  shut  down  because  of  la<*k  of  cement.  Although 
none  of  our  work  has  l)een  stopped  on  account  of  the  condition  of  cement  ship- 
ments, at  a  number  of  times  our  stock  has  been  so  nearly  depleted  tliat  we 
have  feartMl  that  work  would  have  to  be  discontinued. 

While  we  can  not  offer  any  solution  of  this  problem,  we  believe  that  any 
a'tion  taken  by  the  committee  which  will  facilitate  transportation  will  assist 
ip  avoiding  hcrlous  delays  to  work  already  started,  and  will  in  a  great  mea.snre 
heli>  to  encourage  new  construction  which  Is  so  nmch  needed. 
Very  truly,  your.s 

L.  P.  Soi'LK  &  Son  Co., 
Pakkeu  F.  Sori.K,  President. 
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[From  Boston  Herald  Monday,  Aug.  30,  1020.] 

Boston  &  Maine  Embabuo  to  Spked  Coal — Road  Refuses  Un necessary  Freight 
TO  Move  Fuel  Here  and  Clear  Lines — More  Shipments  by  Water  Urged. 

To  facilitate  the  shipment  of  coal  into  New  England  on  its  lines,  the  Boston  & 
Maine  Railroad  has  placed  a  temporary  embargo,  effective  yesterday,  on  certain 
carload  freight  felt  to  be  of  less  importance  until  the  present  congi^tion  is 
alleviated. 

The  company  believes  this  will  encourage  an  Increase  in  the  shipment  of  coal 
by  water,  thus  relieving  traffic  by  all-rail  routes  materially. 

THE  embargo   order. 

The  statement  of  the  embargo  reads : 

*•  Effective  midnight  August  28  embargo  all  carload  freight  routing  via  Rotter- 
dam Junction,  Mechanicvllle,  or  Troy,  N.  Y.,  originating  on  or  routing  via  the 
New  York  Central  or  Delaware  &  Hudson  Railroads.  Exceptions :  Coal,  when 
billed  to  public  utilities  as  per  I.  C.  C.  order  No.  9;  live  stock;  perishable 
freight;  railroad  supplies;  and  freight  consigned  to  an  officer  of  the  L*nited 
States  Government  by  title  but  not  by  name." 

Ill  placing  the  embargo  the  management  feels  tlmt  traffic  In  general  will  be 
moved  more  exijeditlously  by  restricting  all  loading  for  a  short  period,  giving  an 
opportunity  to  clear  €»astbound  lines  of  congestion.  About  6,000  cars  of  freight 
are  en  route  to  the  Boston  &  Maine  on  or  via  its  connections.  With  an  east- 
bound  capacity  of  1,000  cars  per  day,  the  company  thinks  unnecessary  conges- 
tion and  delay  can  best  be  avoided  by  placing  the  embargo. 

While  this  is  in  force  It  will  be  the  policy  not  to  make  exceptions  by  issuing 
permits.     The  effort  will  be  to  put  all  business  In  New  England  on. the  same- 
footing  while  the  embargo  lasts,  and  when  conditions  permit  it  will  be  removed. 
A  statement  of  the  company  reads : 

*•  The  handling  of  so  much  coal  traffic  all-rail  has  congested  the  all-rail  routes 
materially.  As  much  of  this  commodity  must  be  transported  by  water  as  is 
possible  in  order  to  permit  the  free  handling  of  other  traffic.  If  this  embargo 
will  work  to  accomplish  that  result  a  great  deal  will  have  been  done  to  all  New 
En;;land  business  interests.' 


»» 


Turner  (>)nstruction  Co., 
Boston^  Matts.,  Auf/ust  26,  19Z0. 
Frederic  H.  Fay, 

Boston,  Mans, 

Dear  Sib  :  At  the  request  of  I^Ir.  A.  C.  Tozzer,  of  this  company,  I  am  outlining 
some  of  the  transportation  difficulties  we  have  experienced  in  the  past  few 
month.s, 

EMBARGO   situation. 

The  New  York.  New  Haven  &  Hartford  Railroad  has  maintained  an  embargo 
tiirough  its  New  York  gateways  almost  continually  since  February  of  this 
year.  This  has  forced  freight  which  would  ordinarily  move  via  this  route  to 
move  through  the  northern  gateways,  and  we  have  been  confronted  with  D.  & 
H.,  B.  &  A.,  and  B.  &  M.  embargoes,  so  that  at  times  New  England  has  been 
almost  completely  cut  off  as  far  as  movement  of  freight  was  concerned. 

Like  other  shippers  and  receivers  of  freight  we  have  had  to  resort  to  the 
permit  system  and  the  time  spent  in  getting  these  permits  and  having  them 
recognized  by  originating  roads,  makes  this  practice,  to  say  the  least, 
unsatisfactory. 

On  July  29  we  applied  to  J.  E.  Roberts,  superintendent  Delaware  &  Hudson 
Railroad,  Albany,  N.  Y.,  for  permit  to  cover  three  cars  of  wire  from  Donora, 
Pa.,  for  shipment  to  Springfield,  Mass.  On  August  6  Mr.  Roberts  advised  he  had 
furnished  R.  C.  Morse,  superintendent  Pennsylvania  Railroad,  Philadelphia, 
Pa.,  his  permit  to  cover  these  three  cars.  On  August  12  R.  C.  Morse  advised 
that  on  account  of  accumulation  the  Pennsylvania  Railroad  could  not  honor 
the  D.  &  H.  permits.  Accordingly  It  was  necessary  for  us  to  truck  this  material 
to  Webster,  Pa.,  at  a  charge  of  $2  per  ton,  where  we  loaded  into  cars  and 
shipped  to  Springfield,  Mass.,  via  P.  &  L.  E.,  N.  Y.  C,  B.  &  A.     From  Spring 
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field  we  will  be  under  further  expense  to  get  tbis  material  to  Armory,  Mass. — 
its  proper  destination. 

We  have  received  several  permits  froni  the  New  York,  New  Haven  &  Hartford 
iCaiiroad  and  have  been  turned  down  on  several  applications.  We  have  sliipped 
large  quantities  of  freight  from  Pennsylvania,  New  Jersey,  and  other  points  in- 
tended for  our  Diamond  Match  job — located  at  Armory,  Mass.  (2  miles  outside 
of  Springfield),  on  the  Midland  Division  of  the  New  York,  New  Haven  &  Hart- 
ford Railroad — to  Springfield  via  D.  &.  H. — B.  &  A.  (or  B.  &  M.)  and  have  paid 
the  minimum  scale  from  Springfield  to  Armory,  in  most  cases  9  cents  per  100 
pounds,  because  of  our  inability  to  get  shipments  through  via  the  New  Haven 
road.  Shipments  for  jobs  in  Connecticut  have  at  times  been  made  to  Spring- 
field, recofasigned,  and  the  local  rate  paid  to  destination. 

The  delay  in  getting  the  permits,  and  in  their  refusal  at  times,  has  worked  an 
unusual  hardship  on  our  jobs  under  construction,  sometimes  resulting  in  laying 
our  men  off  until  material  was  received. 

On  May  28, 1920,  Mr.  J.  J.  Sweeney,  expediter  for  this  company,  made  applica- 
tion at  Mr.  Halliday's  ofllce  at  New  Haven.  Conn.,  for  the  following  shipment : 


Number 
ears. 


1 
1 
2 
1 

18 
6 


From— 


Commodity. 


For— 


Indian apoUs.Ind Wood  blocks 

WaUacetoD,  Pa Acid-proof  brick . 

MillHaU,Pa I  Firebrick 

Knickerbocker,  Pa i  HydratedUme.. 

Clymer,  Pa Chimney  brick. . 

Darlington,  Pa Brick 


Bristol. 
Do. 
Do. 
Do. 
Do. 
Do. 


'    On  June  1  Mr.  Sweeney  again  visited  Mr.  Halliday's  office  at  New  Haven  and 
was  advised  that  permits  would  be  granted  that  night  on  the  following  cars : 


Number 
cars. 


1 
1 
9 
3 
2 
1 


From— 


Knickerbocker,  Pa. 
Indianapolis,  Ind. . 

Clymer,  Pa 

Darlington,  Pa 

Mill  Hall,  Pa 

Wallaceton,  Pa 


Commodity. 


Hvdiatedlime. 
Woodblocks... 

Brick 

....do 

...  .do 

do 


For— 


Bristol. 
Do. 
Do. 
Do. 
Do. 
Do. 


Oh  receipt  of  this  information  we  dispatched  expeditors  to  the  different  ship- 
ping points,  only  to  be  advised  on  June  7  by  Mr.  Halliday's  office  that  permits 
were  not  and  could  not  be  issued. 

On  June  10  Mr.  Sweeney  interviewed  Mr.  Halliday  personally,  and  It  was 
agreed  that  permits  would  be  issued  on  those  cars  which  could  be  routed  New 
York  Central  (6  In  number).  However,  on  June  11  we  were  advised  that  permits 
could  only  be  made  out  at  night,  and  as  there  was  nobody  working  the  night  of 
June  10,  permits  were  not  granted.  At  that  time  we  had  aoprozimately  44 
cars  waiting  to  be  shipped  on  permit  by  the  N.  Y.,  N.  H.  &  H.  R.  R. 

On  June  11  the  following  permits  were  issued : 


Number 
cars. 


From— 


Commodity. 


Indianapolis,  Ind I  Wood  blocks. 

MUlHaU,Pa Firebrick.... 


1 
2 
3     Darlington,  Pa j  Brick. 


For— 


Bristol. 
Do. 
Do. 


We  have  t-xi>erienoed  difficulty  in  getting  the  Pennsylvania  Railroad  to  recog- 
nizo  pern»it.'<  issued  by  Now  England  roads. 
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In  many  cases  after  permits  were  granted  shippers  were  unable  to  take 
advantage  of  same  owing  to  the  car  shortage. 

The  orders  of  the  Interstate  Conimt»roe  Commission  and  car  commission  nt 
Washington  last  June  compelllnjic  New  England  roads  to  deliver  to  western 
connections  certain  numbers  of  empty  cars  daily  worked  an  added  hardship  In 
this  locality. 

C)n  July  19  the  writer  visited  a  cement  mill  at  Hudson,  N.  Y.,  then  supplying 
several  of  our  jobs  with  cement  and  found  they  had  an  order  of  50  cars  a  dav 
from  the  Boston  &  Albany  Railroad.  The  following  shows  their  car  receipts 
from  June  1  to  the  19th  inclusive : 

June  1,  13  cars.  June  11,  3  cars. 

June  2,  14  cars.  June  12,  10  cars. 

June  3.  17  cars.  June  14,  5  cars. 

June  4.  17  cars.  .lune  15,  6  cars. 

June  5,  7  cars.  June  16,  9  cars. 

June  7.  20  cars.  June  17,  4  cars. 

June  8,  17  cars.  .lune  18,  5  cars. 

June  9,  26  cars.  June  19,  1  car. 
June  10,  12  cars. 

The  Xpw  York  Central  at  Albany  refused  to  place  cai*s  at  tills  plant  for  move- 
ment westbound.*  claiming  that  they  were  only  taking  care  of  from  20  to  30  per 
cent  of  the  demands  of  their  own  Industries.*  At  this  time  I  learned  from  the 
Boston  &  Albany  Railroad  that  25  empty  cars  a  day  were  ordered  to  the  Great 
Northern  Railroad  and  30  empties  a  day  to  the  Central  Vermont  and  other 
northern  roads. 

On  June  28  I  was  in  Darlington,  Pa.,  endeavoring  to  get  face  brick  shipped  from 
a  point  on  the  Pittsburgh,  Lisbon  &  Western  Railroad,  a  25-mlle  road  connecting 
with  the  Pennsylvania  Railroad.  This  road  has  In  the  vicinity  of  30  industries 
on  its  line,  and  at  the  i>eriod  I  speak  of  were  receiving  sometimes  4  and  5  cars 
a  day  for  distribution  among  these  30  plants.  The  plant  from  which  our 
shipment  was  made  received  around  6  cars  in  two  weeks  to  load.  (These  facts 
are  stated  as  I  remember  the  situation.)  Permits  on  these  cars  were  applied 
for  May  28  and  granted  June  11,  while  the  tlrst  car,  Pennsylvania  Railroad 
18698,  was  shipped  June  21  and  arrived  at  Bristol  on  July  14. 

Other  shipments  of  brick  around  this  period  suffered  great  delay  in  being 
shipped  because  of  car  shortage  and  service  order  No.  7  prohibiting  the  use  of 
open-top  equipment. 

Service  order  No.  7,  of  course,  worked  the  same  hardship  on  us  as  with  other 
contractors,  holding  up  movements  of  brick,  sand  and  gravel,  and  stone.  In 
many  ca.ses  it  was  necessary  to  move  freight  by  auto  trucks  at  a  much  greater 
expense. 

OENEBAL. 

The  majority  of  freight  moving  from  west  of  the  Hudson  River  has  been 
so  delayed  as  to  necessitate  the  services  of  expeditors  on  the  more  important 
shipments.  I  am  showing  below  some  cars  taken  at  random  from  our  tracing 
sheet  without  regard  for  the  length  of  time  in  transit. 


0 
# 
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Car  No. 


PR  2080 

SP  35845 

rN2801 

NS6441 

D  &  H  37960... 
LR&N5425.. 

RI  155078 

UP  12237 

C  &  NW  135160 
B.&  BT3795.. 

CP  206668 

P&R28113... 
C  &  O  33921 . . . 
B  A  O  139371.. 
NYC  323061.... 
WLE  43159 

PL  880269 

PRR  279375.. 
PRR  276.503 
PRR  276842 
MPR  28130.... 

UN  21024 

PRR  46219.... 
N  <fe  W  48561. . . 

PL  859802 

PR  22917 
PL  792527 
PRR  18698. . 

KM  6494 

C  &  EI  87075 
C&  0  28688. 
8t  LBM  5447 
B6i  .\«392.. 
.\ARK  6281. 


Date 
shipped. 


From — 


Kfar. 

Mar. 

Mar. 

Mar. 

...do 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Mar. 

Apr. 
.do 

Apr 

Apr. 
.do 
.do 

Mar. 

May 

May 

June 
.do 
.do 
.do 

June 

June 

June 

July 
.do 

Julv 

July 


18 
26 
23 
26 


16 
23 
11 
24 
30 
25 
30 
27 
30 
9 


Lyndhiirst,  N.  J 

Port  Allegany,  Pa 

Hudson  Upper,  N.  Y 

Bethlehem,  Pa 

do 

Donora,  Pa 

do 

St.  Paul,  Minn 

Blasdell,N.  Y 

Camden,  N.  J 

Port  Allegany,  Pa 

Blasdell,N.  Y 

Orrville,  Ohio 

.do 

.do 

.do 


For— 


Seymour.  CJonn.. 

Bristol,  Conn 

Seymour.  Conn . . 

Bristol,  Conn 

do 

do 

do 

TJsbon  Falls,  Me . 

Bristol,  Conn 

Armory,  Mass 

Lisbon  Falls,  Me . 

Armory,  Mass 

Lisbon  Falls,  Me. 

.do. 

.do. 

.do. 


11 

20 

14 

3 


Montreal,  Quebec 

Reed  City,  Mich 

Detroit,  Mich 

Economy,  Pa 

New  Cumberland,  W.  Va... 

.do 

.do 
Darlington,  Pa 

.do 

.do 

.do 

.do 


Springdeld,  Mass. 
Lisbon  Falls,  Me. 
Seymour,  Covn . . 
Bristol,  Conn 


Arrived. 


Apr. 

May 

Apr. 

Apr. 

...do. 

Apr. 

...do. 

Apr. 

. .  .ao . 

Apr. 

Apr. 

Apr. 

Apr. 

...do. 

J'.me 

May 

May 

.do. 

.do. 
. .  .do . 
May 
June 
June 
July 
.  .do. 
July 

.do. 
Julv 
July 
July 
\ug. 
Julv 
Julv 
July 


Days  en 
route. 


2}f 

3| 
8  I 

•  •  •  * 

6 


14 
12  I 

16  I 
20 

. . .  t 

1  I 

25  , 

24  : 


3 
16 
18 

6 


H 

5& 

11 

13 

13 

21 

14 

23 

10 

15 

18 

17 

24 

21 

53 

46 

51 

48 

48 

48 

53 

27 

X*i 

U3 

33 

2S 

28 

23 

16 

26 

35 

27 

10 

14 


These  fl{?ui*es  are  shown  to  ilUi^^ate  delays  in  additions  to  those  caused  by 
car  shortage  and  embargoes. 

quickly  fr<;ni  the  South  at  shipping  points  in  and  around  Ntirfoll<,  niul  from  other 
In  our  minds  at  tlie  present  time  and  have  shown  a  few  specific  Instances  to  sub- 
stantiate our  claim.     We  shall  be  glad  'to  go  Into  further  detail  If  you  so 
desire,  or  add  any  suggestions  which  may  occur  to  you. 
Very  respectfully, 

Turner  Construction  Co., 
Melviltjc  M.  Ames, 

Tragic  Manager. 


RoLLiN  Construction  Corporation. 

New  York,  Auffunt  26,  1920. 
Frederick  H.  Fay.  Esq., 

Care  of  Fay^  Spofford  d  Tliorndike^  Boston^  Mass. 

Dear  Sir  :  Along  the  lines  suggested  at  Tuesday's  meeting  of  your  committee 
relative  to  transportation,  etc.,  for  construction  materials,  would  say  that  we 
are  most  seriously  hampered  at  present  due  to  our  inability  to  get  piles  delivered 
quickly  from  the  South  at  shipping  points  In  and  around  Norfolk,  and  from  other 
points  in  Delaware. 

Piles  ordered  several  months  ago  have  not  been  shipped  because  of  lack  of  car 
placements,  In  spite  of  the  fact  that  embargo  permits  have  been  granted  for 
such  shipments.  Many  times  the  permit  runs  out  before  cars  are  placed.  This 
situation  results  In  shortage  In  the  local  market  which  abnormally  raises 
the  price. 

Our  worst  other  difficulty  is  in  the  cement  market  at  the  present  time,  due 
to  inability  of  cement  companies  to  quote  us  on  new  cement  requirements. 
Several  of  the  cement  mills  are  selling  only  cement  for  which  they  c»an  get  trans- 
portation. This  Is  not  necessarily  a  large  percentage  of  their  mill  capacity,  but 
is  limited  to  the  shipping  capacity  under  present  conditions.  The  abnormal 
price  condition  of  the  present  market  for  what  cement  there  is  and  Inability 
many  times  to  get  cement  at  any  price  is  due  practically  entirely  to  this  trans- 
portation condition. 

Very  truly,  yours, 

Linton  Hart,  Vice  President. 
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The  Master  Builders*  Association  of  Boston. 

Nahant,  Mass.,  August  26,  JD20. 
Mr.  F^REOERic  H.  Fay, 

Boston,  Mass. 

My  ly&AtL  Mb.  Fay:  I  believe  that  tlie  principal  euro  for  our  transportalion 
troubles  lies  deeper  than  any  lueie  preferential  treatment  within  the  building 
industry  Itself.  Our  country  has  been  <le<Mde«lly  overindustrlallzed.  a  part  be- 
cause of  tremendous  enlargements  due  to  war  activities  and  a  imrt  due  to  the 
sub8(*quent  efforts  of  all  others  to  *•  catch  up."  This  is  using  labor  needed  for 
food  production,  and  a  nntion  which  does  not  feed  itself  must  have  a  large 
army  and  navy.  This  is  overstraining  our  transportation  facilities  ot  all 
sorts,  which  would  at  best  have  had  the  pains  of  recovery  from  Its  troubles. 
This  has  led  to  an  enlarged  selling  campaign  to  unload  surplus  products  of  all 
sorts  on  our  people  at  a  time  when  they  should  not  be  urged  so  strongly  to 
buy  and  buy  and  buy.  Our  best  thinkers  and  seers  to-day  are  urging  thrift, 
but  thrift  Is  quite  a  different  matter  from  the  buy,  buy,  buy  of  trained  sales- 
men and  advertisement  writer. 

All  this  means,  of  course,  that  production  may  be  questioned  If  It  Is  merely 
urged  to  keep  mill  wheels  turning  and  money  clinking  from  pocket  to  pocket. 
There  Is  no  especial  merit  In  that,  unless  the  product  be  of  real  use  In  as  great 
a  percentage  as  ever  or  greater  if  greater  thrift  Is  needed. 

This  general  situation  In  Industry  seems  to  me  to  control  the  features  we  are 
considering  In  their  relation  to  the  building  Industry.  So  long  as  transporta- 
tion remains  Insufficient  preferential  treatment  should  be  given  more  Im- 
portant things,  and  It  may  well  be  that  most  of  the  building  business  is  of 
greater  value  to  our  people  than  other  things  the  curtailment  of  which  would 
yield  all  the  relief  which  is  needed. 

Even  If  we  were  to  consider  the  building  Industry  alone,  an  argument  would 
arise  as  to  preferential  treatment,  for  many  people  even  contend  that  factory 
building  should  mostly  stop  for  a  while,  for  reasons  to  be  Implied  from  my 
earlier  paragraphs.  It  may  be  remembered  also  that  most  of  the  building  in- 
dustry, the  second  largest  in  the  country  If  agriculture  Is  called  an  Industry, 
stagnated  during  the  war.  Now,  other  things  being  equal,  or  In  a  maze  of 
Indecisive  argument,  the  old  adage  "turn  and  turn  about  Is  fair  play"  may 
apply.  It  was  not  by  choice  that  men  engaged,  when  they  began.  In  businesses 
profiting  by  war.  This  was  luck  for  them.  Let  them  now  hold  back  a  little 
from  their  clamor  to  keep  their  business  at  war  volume  and  give  those  busi- 
nesses not  having  this  luck  a  chance  for  a  while.  Look  around  the  country 
and  tally  up  the  Industries,  really  useful  In  peace,  but  which  did  not  enlarge 
during  the  last  six  years.  There  Is  the  economic  question  If  they  should  not 
be  helped  to  regain  their  stride.  Of  course,  there  was  much  building  during 
the  war,  but  our  Industry  Is  divided  Into  comparatively  small  units,  and  most 
of  the  people  engaged  in  It  did  not  profit  by  the  war,  but  went  backward.  Yet 
because  of  the  character  of  the  business  probably  small  units  are  best  for 
most  of  It. 

I  fully  realize  the  specific  things  which  may  be  alleged  against  transporta- 
tion, of  cars  held  back,  lucky  men  who  got  theirs,  shortages  of  cement,  em- 
bargoes for  all,  etc.,  but  have  always  believed  that  all  this  sort  of  thing  was 
worked  out  by  those  in  control  as  well  as  possible  under  the  larger  general  con- 
ditions, and  that  it  was  these  larger  features  that  needed  attention.  Hence  you 
will  see  that  my  expressed  opinion  which  you  have  requested  naturally  em- 
phasizes this  point 
Yours,  truly, 

Fbed  a.  Wilson,  President. 

Mr.  Nichols.  That  is  all  we  have  for  to-day,  Senator. 

The  Chairman.  The  committee  wishes  to  again  thank  you,  Mr. 
Nichols,  and  Mr.  Fay  and  Mr.  Conant,  for  your  great  kindness  to  us. 
I  do  not  know  how  we  would  ever  have  gotten  along  without  you. 

Mr.  Nichols.  It  has  been  a  great  pleasure  to  me,  Mr.  Chairman. 
I  have  learned  a  great  deal  about  coal. 

The  Chairman.  The  committee  will  stand  adjourned  now  until 
10  o^clock  to-morrow  morning. 

(Thereupon,  at  6.20  o'clock  p.  m.,  the  committee  adjourned  until 
Tuesday,  August  31,  1920,  to  meet  again  in  the  statehouse,  Boston, 
Mass..  at  10  o'clock  a.  m.) 
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TUESDAY,  AUGUST  31,   1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production, 

Boston^  mass. 

The  committee  met,  pursuant  to  adjournment,  in  the  statehouse  at 
10  o'clock  a.  m. 

Present :  Senator  Calder  (chairman) ;  also  Franklin  T.  Miller, 
Esq.,  assistant  to  the  committea. 

Mr.  Nichols.  Mr.  Chairman,  yesterday  we  attempted  to  cover 
various  cities  and  we  also  coverea  the  coal  situation  irom  the  point 
of  view  of  business  and  public  utilities.  This  morning  we  have  in 
mind  the  railroad  situation,  and  I  will  first  introduce  to  you  Mr.  F.  E. 
4)ewey,  representing  the  New  England  railroads. 

STATEMENT  OF  MB.  F.  E.  DEWEY,  DISTEICT  MANAOEB  OF  THE 
COMMISSION  ON  CAB  SEBTICE,  AND  BEPBESENTINO  THE  BAIL- 
BOADS,  SOTTTH  STATION,  BOSTON,  MASS. 

The  Chairman.  Mr,  Dewey,  the  committee  will  be  glad  to  hear 
you,  sir. 

Mr.  Dewey.  Mr.  Chairman,  I  would  like,  with  your  permission, 
to  go  back  first  to  the  coal  question,  somewhat  in  detail,  perhaps. 

The  Chairman.  Very  well. 

Mr.  Dewey.  In  round  figures  the  bituminous  consumption  in  New 
Knj^land  is  between  twontv-four  and  twenty-five  million  tons. 

The  Chairman.  Annually'^ 

Mr.  Dewey.  Annually,  yes ;  of  which  about  25  per  cent  is  consumed 
by  the  steam  railroads.  The  total  consumption  of  anthracite  and 
bituminous  for  the  several  years,  1916  to  1920,  both  tide  and  rail,  is 
35,000,000  tons  in  1916-17 ;  ^37,000,000  tons  in  1917-18 ;  39,000,000  in 
1918-19;  and  32,000,000  tons  in  1919-20.  I  have  left  off  the  odd 
figures,  and  I  would  be  glad  to  leave  a  copy  of  this  tabulation  with 
the  committee. 

(The  tabulation  above  referred  to  appears  in  full  below,  as  fol- 
lows:) 

Ticw  England  railroad  perfonnance  and  tidewater  coal  receipts,  anthracite  and 

bituminous  coal  years,  in  net  tons. 


Tide  and 
rail. 


1916-17 35,303,000 

1917*18 37,250,000 

iei8  1ft 39.560,000 

1M9-20 |132,5«6,000 

Flist  3  months  1920-21 »  8,225.000 


Tide 


18,670.000 
16.403.000 
19,066,000 
12.997.000 
3,228,000 


Rail. 


16,633,000 
20,847.000 
20.494.000 
'  19,5^.000 
H, 997,000 


Tide. 


Percent. 
53 
44 
48 
40 
39 


Rail. 


Per  cent. 
47 
56 
52 
60 
61 


^  Indudlnir  estimate  of  B.  &  M.,  B.  A  A.,  Rutland  deliveries  In  New  York  State. 
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Ncic  England  railroad  performance  and  tidewater  coal  receipts,  etc.— Contd, 

ANTHRACITE. 


Years. 

Tide  and 
raU. 

Tide. 

4,963,000 
4.151,000 
3,981,000 
3,792,000 
914,000 

RaU. 

Tide, 

KaU. 

1916-17 

10,817,000 
12,443,000 
13,314,000 
111,528,000 
» 3,058,000 

5,854,000 

8,202,000 

9,333,000 

» 7,736,000 

12,144,000 

Percent. 
46 
33 
30 
33 
30 

Per  cent. 
54 

1917-18 

67 

1918-19 

70 

1919-20 

67 

First  3  months  1920-21 

70 

BITUMINOUS. 


1916-17 

1917-18 

1918-19 

1919-20 

First  3  months  1920-21. 


24,486,000 
24,807,000 
26,246,000 
121,058,000 
15,167,000 


13,707,000 

12,252,000 

16,086,000 

9,205,000 

2,314.000 


10,779,000 
12,555,000 
11,161,000 
1 11,853,000 
12,853,000 


56 
49 
57 
44 
45 


44 
51 
43 
56 
56 


1  Including  estimate  of  B.  &  M.,  B.  <Sc  A.,  Rutland  deliveries  in  New  York  State. 


Mr.  Dewey.  The  purpose  of  these  figures,  Mr.  Chairman,  is  to  call, 
particular  attention  to  the  change  in  the  flow  of  traffic  as  between 
tidewater  and  rail,  and  to  additional  burdens  that  have  been  put 
upon  the  rail  lines  by  decreasing  the  flow  of  water-borne  coal ;  1916 
would  probably  represent  normal  conditions,  and  during  that  coal 
year  the  percentage  of  the  total  of  35,000,000  tons  received  into  New 
England,  anthracite  and  bituminous,  by  raU  and  water  were  as  fol- 
lows :  Fifty-three  per  cent  was  water-borne  coal  and  47  per  cent  was 
rail. 
The  Chairman.  What  year  was  that? 
Mr.  Dewey.  The  coal  year  of  1916-17. 

The  Chairman.  When  you  say  the  "  coal  year  "  you  mean 

Mr.  Dewey.  From  Apnl  to  April.  For  the  next  year,  1917-18,  the 
tidewater  tonnage  dropped  to  44  per  cent  and  the  rail  tonnage  in- 
creased to  56  per  cent.  For  1918-19  the  tidewater  movement  was  48 
per  cent  and  the  rail  movement  52  per  cent.  For  1919-20  the  tide- 
water movement  was  40  per  cent  and  the  rail  movement  60  per  cent. 
One  of  the  controlling  factors  of  the  decrease  in  water-borne  coal 
and  the  increase  in  the  rail  coal  has  been  the  differential  as  against 
the  water  lines,  the  rail  rates  being  cheaper. 

The  Chairman.  In  the  first  period  mentioned,  where  the  water- 
borne  coal  was  53  per  cent  to  47  per  cent  by  rail,  was  the  differential 
in  favor  of  the  rail  route? 

Mr.  Dewey.  In  favor  of  the  rail  movement,  and  it  has  continued 
until  the  present  time ;  and  when  you  consider  the  rate  in  itself  there 
is  the  additional  charge  on  water-borne  movement  at  the  dumping 
piers  and  the  rehandling  at  the  Atlantic  ports,  so  there  was  an  ad- 
vantage during  all  that  period  on  the  rail  movement  into  New 
England. 

Now,  to  the  extent  rail  movement  has  been  increased  during  this 
period  it  has  been  to  the  exclusion  of  other  traffic  on  the  rail  lines. 

The  three  Boston  roads  at  September  1, 1919,  had  on  hand  868,973 
tons  of  coal ;  at  August  26  of  this  year  they  had  286,754  tons. 
The  Chairman,  What  was  the  earlier  date,  please? 
Mr.  Dewey.  September  1, 1919,  and  August  26, 1920.    Represented 
in  days'  supply,  on  September  1,  1919,  it  was  61  days  and  in  1920  it 
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was  20  days.  That  reserve  on  September  1,  1919,  was  practically 
used  before  December  31,  on  account  of  the  strike  of  the  bituminous 
miners,  which  ordinarily  would  have  carried  them,  with  the  current 
receipts,  under  normal  conditions,  up  to  the  end  of  the  coal  year. 
Ever  since  that  stock  was  used  in  that  way  it  has  been  a  hand-to- 
mouth  operation  in  the  receipts  necessary  lor  the  operation  of  the 
railroads.  It  has  been  contract,  confiscation,  and  spot  coal  to  con- 
tinue the  operation. 

Roughly,  this  year  as  against  last  year,  taking  the  spot  coal,  con- 
tract, and  confiscation,  the  increased  price  is  about  $3  for  these  three 
roads.  / 

The  Chairman.  That  is  to  say,  there  is  an  average  increase  for  all 
the  coal  that  you  have  had  this  year  of  $3  a  ton  ? 

Mr.  Dewey.  For  those  three  railroads,  which  are  the  largest  con- 
sumers— 50  per  cent  of  the  total  of  about  6,000,000  tons  a  year.  Now, 
this  S.  O.  ^o.  11,  which  was  to  provide  a  fiow  of  a  million  and  a 
quarter  tons  of  water-borne  coal  into  New  England,  has  the  disad- 
vantage of  the  increased  price.  The  railroads,  however,  have  real- 
ized that  other  commodities  should  be  permitted  to  fiow  into  New 
England,  and  have,  to  the  extent  of  350,000  tons  a  year,  obligated 
themselves  to  take*  the  water-borne  coal  to  that  extent  at  the  increased 
price  as  against  the  rail  rate.  Now,  with  your  permission,  I  would 
like  to  discuss  or  to  speak  for  a  few  moments  on  the  car  supply  and 
its  relation  to  transportation  generally. 

The  Chairman.  Just  before  you  do  that,  please,  let  me  ask  you  this : 
Can  you  suggest  any  way  that  we  can  help  in  this  water-borne  situa- 
tion m  the  handling  of  coal  ? 

Mr.  Dewey.  Senator,  I  see  but  one  way,  and  that  is  to  take  care 
of  our  requirements  in  preference  to  exports.  It  is  very  difficult 
to  convince  people  that  they  should  use  the  water  route  in  the  move- 
ment of  coal  into  New  England,  at  an  increased  cost  over  the  rail 
rates. 

The  Chairman.  That  goes  without  saying.  I  have  talked  to  Mr. 
Willard  about  this.    As  you  know,  he  testified  before  our  committee. 

Mr.  Dewey.  Yes. 

The  Chairman.  And  he  urged  the  chairman  of  the  Shipping 
Board,  Mr.  Benson,  as  I  have  urged  him,  to  utilize  his  vast  fleet  of 
idle  vessels  to  bring  coal  into  New  England  to  relieve  the  coal  situa- 
tion, and  at  the  same  time  to  relieve  the  rail  situation,  liberat- 
ing transportation  facilities  for  other  industries,  even  to  carrying  that 
coal  at  less  than  cost.  The  Government  owns  the  vessels,  and  we  are 
facing  an  emergency,  and  something  should  be  done  to  relieve  the 
situation. 

Mr.  Dewey.  There  is  no  question  about  it,  sir. 

The  Chairman.  But  so  far  we  have  failed  to  obtain  his  aid  in  the 
matter,  and  we  may  have  a  further  advance.  Mr.  Willard  has  recom- 
mended $1.50  instead  of  $2.75,  as  the  water  rate,  to  Admiral  Benson, 
but  he  is  now  threatening  an  increase  in  the  $2.75  rate. 

Mr.  Dei^tey.  Following  an  increase  in  the  rail  rates  ? 

Mr.  Miliar.  There  has  alreadv  been  announced  an  increase  of  40 
per  cent  on  general  commodities,  coastwise,  and  the  inference  is  that 
that  will  be  followed  by  a  further  increase  on  coal. 

Mr.  Dewey.  Then  we  will  have  as  a  continuing  condition  the  situ- 
ation that  exists  to-day  as  between  the  rail  and  water  rates,  and  the 
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railroads  can  not  handle  that  burden,  except  to  the  exclusion  of  other 
traffic,  so  far  as  New  England  is  concerned ;  there  is  no  question  about 
that. 

The  Chairman.  The  situation  is  indeed  very  serious. 

Mr.  Dewey.  Yes,  Senator,  it  is  serious.  Do  you  care  to  go  into  the 
question  of  car  supply  at  all  ? 

The  Chairman.  We  will  be  very  glad  to  have  you  occupy  a  few 
moments  on  that,  yes. 

Mr.  Dewey.  I  will  deal,  perhaps,  first,  with  the  national  situation, 
which  may  be  somewhat  repetition.  The  total  fre*ight-car  equip- 
ment— that  is,  revenue  cars  owned  by  the  railroads  of  the  United 
States — is,  roughly,  2,365,000.  At  December  31,  1917.  5.7  per  cent  of 
that  equipment  was  what  was  known  as  "  bad  order  " — unserviceable 
cars.  At  that  time  the  railroads  had  of  their  own  ownership  on  their 
own  rails  substantially  44  per  cent  of  their  own  cars.  At  the  end  of 
Federal  control  the  bad-order  cars  had  increased  to  7.93  per  cent, 
which,  roughly,  means  100,000  cars  worse  off  than  in  December  31, 
1917.  So  that  we  have  substantially  the  same  equipment  serviceable 
to-day  that  we  had  at  December  31, 1917,  notwithstanding  the  100,000 
cars  purchased  during  the  27  months  of  Federal  control. 

Now,  let  us  apply  that  to  New  England,  where  we  have  about  84,000 
ownership,  and  our  percentage  here  is  seven  and  a  fraction;  in  other 
words,  2.5  per  cent  above  what  it  was  at  the  31st  of  December,  1917. 

Every  facility  of  the  railroads  is  employed  to  its  capacity — ^that 
is,  its  capacity  measured  by  the  eight-hour  day  only — which  is  the 
result  of  a  national  agreement  under  Federal  control  with  the  fed- 
erated sh.op  crafts,  which  decreased  the  efficiency  in  man  hours  and, 
necessarily,  in  the  output.  The  cars  at  present  are  so  badly  scat- 
tered, and  it  is  human  that  a  car  belongmg  to  the  Santa  Fe  road, 
for  instance,  will  not  be  shipped  if  it  is  safe  to  run  on  the  rails 
of  the  New  Haven  road.  Therefore  the  progress  in  restoring  that 
loss  of  100,000  cars  to  the  service  is  very  slow,  and  will  continue  to 
be  slow,  because  it  is  just  as  necessary  now  to  relocate  this  equip- 
ment that  is  available  to  meet  traffic  conditions  in  the  country  as 
it  was  at  any  time  during  Federal  control. 

The  Chairman.  You  said  a  moment  ago  that  on  December  1,  1917, 
44  per  cent  of  the  freight  cars  owned  by  the  several  railroads  were 
operated  over  their  own  lines? 

Mr.  Dewey.  Were  on  their  own  lines. 

The  Chairman.  Were  on  their  own  lines? 

Mr.  Dewey.  Yes. 

The  Chairman.  What  was  the  percentage  on  the  date  that  the 
railroads  were  turned  back  to  their  owners? 

Mr.  Dewey.  Twenty-two  per  cent;  just  one-half. 

Mr.  MiLijiiR.  And  what  is  the  percentage  now?     Have  you  any 

idea  ? 

Mr.  Dewey.  It  is  between  23  and  24.  Not  a  substantial  improve- 
ment in  the  relocation  as  to  ownership. 

Mr.  Miller.  Do  you  remember  that  order  reauiring  the  return 
of  a  great  many  open  cars  from  the  West  whicn  issued  sometime 
late  in  the  spring  ? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  Has  that  been  effective  t 
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Mr.  Dewey.  Yes;  to  a  very  large  extent.  That  was  one  of  the 
effects  of  the  bituminous  strike — that  the  eastern  country  had  to 
take  care  of  the  West  in  their  coal  supply  during  that  period,  and 
it  took  the  cars  from  the  eastern  lines  to  the  West,  and  they  never 
came  back  until  a  formal  order  was  issued  by  the  Commission,  and 
that  did  have  the  effect  of  increasing  the  car  supply  in  the  East. 

Air.  Miller.  But  only  to  the  extent  of  1  per  cent  or  2  per  cent, 
perhaps  ? 

Mr.  Dewey.  But  applying  that  in  car  units,  that  is  a  material 
improvement.  When  you  deal  with  a  total  number  of  2,365,000,  a 
percentage  of  open-top  cars  of  H  or  2  per  cent  in  car  units  is  a 
large  amount  ' 

The  Chairman.  Were  you  going  to  discuss  the  question  of  the  in- 
creased mileage  of  freight  cars! 

Mr.  Dewey.  Yes.  The  advisory  committee — that  is,  Mr.  Willard's 
committee — have  set  a  standard  of  30  miles  a  day.  That  is  already 
being  reached  by  some  railroads ;  but  when  you  apply  it  as  an  aver- 
age or  as  a  yardstick,  it  is  difficult,  particularly  in  New  England^ 
There  has,  however,  been  an  improvement  in  New  England  since  we 
have  recovered  from  the  effects  of  last  winter's  storm.  In  1919 — I 
am  reading  now  the  New  England  figures — the  average  mileage  in 
Mav  was  19.19;  in  1920,  it  was  19.80,  or  an  increase  of  0.61  per  cent; 
in  June,  1919,  it  was  18.98;  in  June,  1920,  it  was  20.44,  or  an  increase 
of  1.43  miles  per  day;  in  July,  1919,  it  was  19.17,  and  in  1920  it  was 
20.28,  or  an  increase  of  1.11  miles. 

The  Chairman.  Mr.  Dewey,  in  these  figures  do  you  include  the 
actual  mileage  figured  over  a  period  of  days,  having  in  mind  the  de- 
lays at  terminals  for  unloading  and  loading?  • 

3ir.  Dewey.  Yes.    I  was  coming  to  that,  Senator. 

The  Chairman.  Very  well. 

Mr.  Dewey.  That  is  the  total  miles  made  by  an  individual  car,  or 
a  number  of  cars,  for  a  period  of  30  days  or  12  months.  Now,  when 
there  is  shown  an  increase  of  one  mile,  it  really  means,  if  it  were  ap- 

{)lied  countrywide,  adding  substantially  100,000  available  cars.  Fol- 
owing  that,  an  increase  of  one  ton  in  the  average  lading,  would  mean 
75,000  to  80,000  more  cars  available.  Now,  this  average  mileage  rep- 
resents practically  a  little  over  2  hours  applied  to  the  eguipment  of 
the  country,  when  it  is  moving  in  trains,  which  is  the  only  time  that 
it  is  earning  any  revenue  for  the  railroads.  Following  the  transac- 
tion throu^,  the  shipper  has  48  hours'  free  time,  under  the  tariff 
provisions.  The  railroad  then  has  an  average  of  2  hours  and  a  frac- 
tion to  move  the  car  to  its  destination,  out  of  every  24  hours.  Upon 
arrival  at  destination,  there  are  48  hours  permitted  for  discharging. 
Of  the  96  hours  permitted  for  loading  and  discharging,  however, 
there  would  be  onlv  32  hours  properly  chargeable  to  the  shipper  or 
the  consignee,  confining  it  to  the  daylight  nours  which  ordinarily 
cover  their  activities.  It  does,  however,  mean  that  about  33  per  cent 
of  the  time  of  every  car  is  at  the  disposal  of  the  shipper  or  the  con- 
si^ee. 

rfow,  at  the  dumping  piers  at  tidewater  there  are  five  days'  so- 
called  iree  time.  On  export  there  are  10  days'  free  time.  I  can  see 
no  relief,  even  if  money  were  available  to  provide  equipment  to-day, 
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to  improve  this  situation,  except  a  more  intensive  use  of  the  present 
equipment.  Now,  there  is  chance  for  improvement,  admittedly,  by 
the  railroads.  We  in  New  England  here  have  shown  these  figures 
as  to  what  is  being  done  here,  and  it  is  being  done  in  other  sections 
of  the  country ;  but  there  must  be  cooperation  with  the  public,  not 
with  an  idea  of  changing  commercial  conditions — that  would  be 
impossible — but  further  cooperation,  if  we  are  going  to  provide  any- 
where near  the  transportation  that  is  necessarj'  to  take  care  of  tne 
country  to-day. 

The  Chairman.  Mr.  Dewey,  you  gave  us  the  figures  of  the  mileage 
of  freight  cars  in  New  England,  and  you  said  that  some  railroads  m 
the  country  had  equaled  the  30-mile  schedule  per  day  fixed  by  the 
railroad  executives.  What  is  the  reason  that  j^ou  can  not  come 
nearer  to  that  mark  in  New  England  ? 

Mr.  Dewey.  On  account  of  the  short  haul,  the  density  of  traffic, 
and  the  density  of  population.  In  New  England,  take  box  cars — we 
load,  roughly,  6,000  a  day ;  4,000  of  those  are  in  intra  New  England 
movement.  Now,  the  average  haul  of  all  the  railroads  in  New  ^Ing- 
land  is  less  than  100  miles.  Some  of  them  may  be  15  or  20  miles  or 
50  miles.  Now,  if  the  railroad  had  it  but  two  hours,  moving  as  a 
revenue  car,  it  might  make  but  15  miles.  Now,  we  have  one  railroad 
in  New  England  that  is  above  the  average  for  the  standard  set,  by 
reason  of  its  being  a  straightaway  east  and  west  line,  and  they  aver- 
age 31  or  32  miles  per  car  per  day;  but  most  of  their  traffic,  or  a 
large  percentage  of  their  traffic,  is  overhead ;  it  moves  over  their  lines 
and  goes  to  another  line  for  delivery.  In  other  words,  the  conditions 
are  entirely  different,  which  would  largely  control  in  reaching  that 
standard  on  any  road  with  similar  conditions.  A  line  like  the  Union 
Pacific,  or  any  of  the  prairie  or  northwestern  lines,  with  an  average 
haul  oi  400  or  500  miles,  it  is  not  difficult  to  average  30  miles  per  car 
per  day. 

The  Chairman.  They  put  a  train  together  and  start  out,  and  they 
do  not  break  her  up  until  she  has  gone  500  miles,  say  ? 

Mr.  Dewey.  Yes,  Senator,  that  is  just  it;  and  we  break  it  up 
perhaps  in  15  or  20  or  50  miles,  which  is  a  very  different  proposition. 
Is  there  anything  further,  Senator  ? 

The  Chairman.  Mr.  Dewey,  the  order  recently  issued  by  the  Inter- 
state Commerce  Commission  bearing  upon  more  than  one  reconsign- 
ment  of  coal  cars,  how  is  that  operating? 

Mr.  Dewey.  I  do  not  recall  that  they  issued  an  order  permitting 
only  one  reconsignment.  There  was  a  letter  from  Chairman  ClarK 
suggesting  that  it  should  be  an  imusual  condition  that  would  permit 
more  than  one  reconsignment.    I  do  not  recall  any  formal  order. 

Mr.  Miller.  I  think  there  was  an  order  giving  permission  to  the 
carrier  to  penalize  reconsignment  and  to  put  an  extra  tariff  of  $10 
a  day  on  coal,  similar  to  that  which  was  put  on  lumber. 

Mr.  Dewey.  That  has  been  suspended. 

Mr.  Miller.  Oh,  that  has  been  suspended? 

Mr.  Dewey.  Yes;  at  the  instance  of  the  National  Traffic  League 

Mr.  Miller.  Is  that  so? 

Mr.  Dewey.  Yes ;  it  has  been  suspended  six  months. 

Mr.  Miliar.  It  is  still  in  force  on  lumber,  though  ? 

Mr.  Dewey.  I  am  not  certain  as  to  that,  sir. 
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Mr.  Miller.  That  was  urged  very  strongly  by  the  coal  operators 
and  other  interests  as  early,  1  think,  as  May  of  this  year. 

Mr.  Dewey.  Yes. 

Mr.  Miller.  And  by  the  railroads,  I  think,  too — ^by  Mr.  Willard. 

Mr.  Dewey.  It  was  urged  by  the  railroads;  yes:  and  the  commis- 
sion, in  a  letter  from  Chairman  Clark,  emphasized  the  necessity  for 
limiting  it  to  one  reconsignment. 

Mr.  MiLLEK.  Toil  say  that  cars  are  allowed  to  be  delayed  10  days 
for  export? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  And  five  days  at  tidewater? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  And  that  is,  necessarily,  t^ing  up  a  great  many  cars? 

Mr.  Dewey.  Yes;  a  great  many;  and  it  is  tnose  things  that  will 
give  relief  in  the  matter  of  car  supply,  and  much  quicker  than  look- 
ing to  the  industries  to  build  them. 

Mr.  Miller.  Did  you  says  that  car-service  order  No.  '11  was  not 
giving  a  great  deal  of  relief? 

Mr.  Dewey.  I  meant  to  say  this,  the  order  was  effective  on  the 
2d  of  August.  None  of  that  coal  would  reach  the  dumping  piers  for 
approximately  five  to  six  days,  so  that  I  do  not  think  August  would 
be  a  fair  measure  of  the  effect  of  the  order.  There  is,  however,  the 
differential  in  the  cost  of  moving,  which  enters  into  the  price,  wnich 
is  fundamental. 

Mr.  Miller.  Do  you  think  it  would  be  a  mistake  to  repeal  that 
order  at  this  time? 

Mr.  Dewey.  I  think  it  would  be  a  great  mistake ;  yes,  sir. 

Mr.  Miller.  I  see  in  the  newspapers  this  morning  that  there  is 
an  announcement  from  Washington  that  it  is  likely  to  be  repealed. 

Mr.  Dewey.  They  had  a  hearing  yesterday  on  the  Lake  order, 
which  is  similar  to  the  New  England  order,  1  presume,  on  account 
of  the  accumulation  at  the  Lakes.  Now,  when  you  are  handling 
water-borne  coal  you  have  another  element  to  deal  with — weather 
conditions — which  result  every  day  nearly  at  Hampton  Roads  and 
the  other  piers  in  delays  to  the  boats  in  reaching  there ;  but  there  has 
been  no  lack  of  boats.  At  Baltimore,  for  instance,  during  August 
there  have  been  from  90  to  99  steamers  or  boats  lying  in  the  stream 
iwaitinff  cargoes. 

Mr.  Miller.  As  an  offset  against  the  agitation  for  curbing  the  ex- 
ports, the  coal  operators  set  up  the  contention  that  orders  Nos.  10 
and  11  would  make  a  buyers'  market  in  the  Northwest  and  in  New 
England  by  forcing  the  coal  here  and  thus  relieving  the  situation. 
Now,  if  there  is  an  agitation  to  repeal  those  orders,  and  yet  the  orders 
in  the  meantime  have  not  been  enective,  that  contention  would  seem 
to  fall  ? 

Mr.  Dewey.  A  repeal  of  the  order  would  mean  the  sky  as  the  limit 
to  price.  There  is  a  definite  tonnage  provided  in  that  order  to  flow 
to  New  England.  Now,  if  you  remove  it,  to  that  extent  it  becomes 
free  coal. 

The  Chairman.  And  the  tonnage  is  hardly  enough  to  supply  your 
immediate  needs? 

Mr.  Dewey.  No. 

The  Chairman.  And  to  lay  up  the  normal  surplus  needed  for  your 
winter  season? 
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Mr.  Dewey.  No;  it  must  be  supplemented  with  an  additional  all- 
rail  moA-ement  at  all  times. 

Mr.  Miller.  Have  you  any  rough  idea  of  what  it  is  costing  you 
extra  per  month — the  present  increased  price  of  coal — over  normal 
times  for  the  railroads  of  New  England  ? 

Mr.  Dewey.  Not  per  month.    It  has  risen  approximately  $3  a  ton. 

Mr.  Milli:r.  And  how  many  tons  do  the  railroads  of  New  England 
use? 

Mr.  Dewey.  Six  million  tons. 

Mr.  Miller.  Per  year  ? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  Then,  that  would  be  $18,000,000? 

Mr.  Dewey.  Yes. 

Mr.  Miller.  If  it  continues — ^the  increase. 

Mr.  Dewey.  Yes ;  based  on  last  year's  cost. 

Mr.  Miller.  That  is,  over  last  year's  cost? 

Mr.  Dewey.  Yes.     Is  that  all,  Senator? 

The  Chairman.  Yes,  Mr.  Dewey.     We  thank  you  very  much. 

Mr.  Dewey.  I  thank  you,  Senator. 

Mr.  Nichols.  Now,  Mr.  Chairmwi,  we  will  have  Mr.  Frank  P. 
Cox,  manager  of  the  Federal  Street  Works,  General  Electric  Co. 

STATEMENT  OF  ME.  FEANK  P.  COX,  MANAOEB  FEDERAL  STBEET 
WOBXS,  GENEEAL  ELECTRIC  CO.,  BOSTON,  MASS. 

Mr.  Cox.  Mr.  Chairman,  I  am  chiefly  interested  in  this  problem 
from  the  point  of  view  of  the  people  who  want  homes.  At  tne  Fed- 
eral Street  Works  we  have  between  3,000  and  4,000  employees,  but 
the  General  Electric  Co.  at  Lynn,  of  which  the  Federal  Street  Works 
is  a  part,  and  as  to  which  I  represent  the  housing  interests,  average 
from  12,000  to  14.()()()  employees.  We  are  very  much  handicapped 
at  the  present  time,  and  have  been,  on  account  of  a  shortage  o'f  homes. 
l*eople  come  to  Lynn  seeking  work,  desirable  in  every  way,  but  do 
not  remain,  because  they  can  find  no  place  to  house  their  families. 

Now.  a  false  impression  was  created  this  spring  by  some  one 
making  a  list  of  vacant  premises  from  the  City  Directory,  and  an- 
nouncing tliat  there  were  1.100  homes  available:  so  the  situation  did 
not  seem  as  serious  as  it  might.  I  sent  a  man  to  every  one  of  those 
addresses,  and  we  found  that  they  were  garages,  stores,  halls,  and 
other  dilapidated  property.  At  the  end  of  the  investigation  I  found 
that  there  were  176  tenements  which  could  be  made  inhabitable  and 
fairly  satisfactory,  out  of  the  alleged  1,100.  There  was  not  one  that 
would  be  satisfactory  to  have  our  employees  move  into,  or  where  they 
would  remain  or  make  a  home. 

The  Chairman.  This  is  in  Lynn? 

Mr.  Cox.  Yes;  this  is  in  Lynn.  Now,  the  trouble  is  not  profiteer- 
ing on  the  part  of  the  landlords.  There  have  been  some  instances  of 
that,  of  course ;  but,  as  a  rule^  I  do  not  think  there  has  been  enough 
to  create  any  disturbance  at  all.  The  fact  is  that  the  property  is  not 
there.  Now,  the  home-owner,  if  he  wants  to  become  a  home-owner, 
is  faced  with  rising  costs,  and  if  he  builds  now,  he  is  facing  an  in- 
vestment charge  which  is  out  of  all  proportion  to  his  ability  to  carry 
it.    I  have  never  figured  the  relation  between  what  he  can  afford  to 
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pay  for  rent,  and  what  he  can  earn,  because  I  do  not  think  there  is 
any  relation;  but  I  have  figured  what  he  can  afford  to  pay  for  his 
home,  and  what  he  can  save ;  but  with  equal  incomes,  one  family  will 
save,  while  another  family  will  not;  one  may  have  a  larger  family^ 
and  sickness  and  other  troubles,  while  the  other  may  not;  but  it  is 
true  that  for  every  dollar  a  week  that  a  man  can  save,  including  what 
he  is  now  paying  for  rent — ^he  can  pay  $376  for  a  home,  and  Tie  can 
not  pay  anv  more.  That  assumes  that  he  has  10  per  cent  of  the 
monev  available  for  the  purchase  price,  and  pays  6  per  cent  interest 
on  what  he  borrows.  But  even  if  he  has  more,  he  still  is  entitled 
to  his  return  upon  what  he  has,  which  he  could  get  in  other  channels. 
A  workman  in  Lynn  to-day  desiring  to  own  a  5-room  cottage  will  do 
very  well  if  he  can  build  it  for  $6,(]So  including  the  land. 

Mr.  MiLi.KR.  What  did  tliose  little  cottages  on  the  top  of  the  hill 
in  Swamps(ott  cost,  roughly? 

Mr.  Cox.  I  do  not  know.  A  great  many  of  our  employees  own 
homes  that  were  bought  in  prewar  days,  and  the  average  price  as 
I  have  been  able  to  ascertain,  has  been  between  $2,500  and  $3,000. 
Before  the  war  they  could  buy  a  cottage  that  was  fairly  comfortable 
and  perfectly  satisfactory,  but  to-day  that  same  place  would  cost 
them  at  least  $6,000.  Now,  it  is  hopeless  to  see  industry  attempt  to 
grow  in  any  town — and  this  is  true  of  all  towns,  apparently — where 
you  can  not  house  your  employees.  They  get  togetner  in  centers — 
and  the  character  of  a  city  is  reflected  by  its  citizens — not  its  build- 
ings— and  you  have  all  sorts  of  bolshevism,  and  you  attract  a  bad 
element  of  labor,  if  you  have  bad  home  facilities.  The  situation  is 
indeed  very  serious. 

The  Chairman.  Mr.  Cox,  your  statement  indicates  that  it  costs 
something  over  KM)  per  cent  more  to  build  houses  to-day  than  it  did 
in  the  prewar  period? 

Mr.  Cox.  I  should  say  that  was  very  conservative.  Senator. 

The  Chairman.  What  has  been  the  increase  in  compensation  gen- 
erally of  the  men  in  the  employ  of  your  company? 

Mr.  Cox.  More  than  100  per  cent :  about  120  per  cent. 

The  Chairman.  That  is,  on  an  average,  right  through? 

Mr.  Cox.  On  an  average,  120  per  cent  at  least. 

The  Chairman.  I  think  that  would  be  about  the  average  increased 
cost  of  living  and  housing.  I  know  that  some  living  costs  are 
more  than  100  per  cent  advanced,  and  some  have  been  advanced 
less  than  100  per  cent. 

Mr.  Cox.  I  think  the  latest  figures  I  have  seen  on  the  cost  of  liv- 
ing— and  we  very  carefully  follow  it  up  in  our  local  condition — 
we  have  a  statistical  department  for  that  purpose — are  less  than  80 
per  rent.  The  employees,  as  a  whole,  are  earning  more  in  propor- 
tion to  their  living  expenses  than  they  did  before. 

The  Chairman.  What  has  your  concern  done  itself  to  create  better 
housing  conditions?  Have  you  undertaken  to  afford  any  aid  to 
your  men  or  to  assist  them  in  building  houses? 

■  Mr.  Cox.  Individually,  we  offer  them  aid.  We  have  no  regularly 
formulated  plan,  because  we  do  not  believe  in  mixing  up  the  rela- 
tions of  landlord  ^nd  tenant  with  those  of  employer  and  employees ; 
but  any  of  the  employees  desiring  to  build  homes,  or  to  buy  them  and 
remodel  them,  will  drift  into  my  office,  and  the  thing  will  be  taken 
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care  of  indi\'idually,  but  not  as  a  company  proposition.  I  do  not 
mean  that  I  put  the  money  up^  but  we  do  not  want  to  establish  a 
practice  of  that  kind,  and  we  are  not  taking  any  steps  toward  com- 
munity buildings. 

The  Chairman.  I  have  never  believed  in  having  factory  houses. 

Mr.  Cox  No. 

The  Chairman.  Or  mill  houses,  in  the  sense  of  having  the  mill 
worker  or  the  factory  worker  dependent  upon  his  employer  for  his 
housing. 

Mr.  Cox.  No. 

The  Chairman.  But  in  these  difficult  days  I  have  found  that  some 
industries  have  felt  disposed  to  erect,  on  a  considerable  scale,  cot- 
tages or  small  dwellings  that  their  employees  could  buy  under  some- 
what favorable  conditions.  The  Endicott-Johnson  concern,  of  Bing- 
hamton,  the  gi'eat  shoe  concern,  and  Goodrich,  of  Akron,  Ohio,  have 
built  a  great  many  such  houses  this  year.  I  think  Endicott-Johnson 
have  built  150,  and  they  are  selling  those  houses  to  the  men  at  just 
a  trifle  more  than  their  cost,  placing  a  savings-bank  first  mortgage^ 
accepting  moderate  payment  down,  and  then  financing  the  second 
mortgage  themselves,  and  requiring  that  it  shall  be  paid  off  at  cer- 
tain given  periods.  It  would  seem  to  me  that  if  there  is  no  other 
relief  in  sight,  perhaps  the  great  industries  of  the  country  have  got 
to  do  something  of  that  kind  to  relieve  this  situation. 

Mr.  Cox.  That  has  been  under  discussion  at  great  length,  Senator^ 
and,  of  course,  a  thing  is  never  settled  until  it  is  absolutely  finally 
tied  up  and  finished,  but  there  is  one  aspect  of  that  which  must  not 
be  overlooked.  In  case  of  a  falling  market — and  personally  I  be- 
lieve it  is  coming,  not  next  year,  but  before  it  would  be  paid  off — 
we  would  be  in  the  position  of  having  induced  or  encouraged — put  it 
any  way  you  want  to — our  employees  to  make  a  losing  investment. 
Now,  what  the  final  outcome  of  any  program  of  that  character  would 
be,  of  course,  I  can  not  say,  but  it  does  not  look  promising.  It  is 
not  a  question  of  selling  at  cost,  because  that  is  all  right;  but  we 
ought  not,  in  just  dealings  with  our  employees  who  do  not  happen 
to  want  a  home — we  ou^t  not  to  finance  or  to  lend  money  upon  a 
proposition  for  a  man  who  does.  The  proposition  of  selling  at  cost 
is  all  right,  however.  If  our  employees  or  any  of  them  want  to 
build  a  house  or  to  remodel  a  house,  although  we  have  not  found  any 
yet,  but  we  could  find  a  means  of  financing  it,  without  the  company 
directly  appearing  in  it. 

The  Chairman.  I  recognize  the  attitude  of  the  company,  and,  per- 
haps, under  the  same  conditions,  I  might  hesitate  to  go  into  the 
housing  business  myself;  but  what  is  the  answer  to  it  all?  If  every- 
body feels  that  the  present  high  costs  are  such  that  they  should  not 
take  the  risk,  then  the  Government  has  got  to  take  the  risk — the  State 
has  got  to  come  in  or  the  municipality,  and  take  it.  That  is  something 
that  I  would  deplore.  I  am  against  all  sorts  of  Government  building, 
except  as  a  last  resort ;  but  as  a  last  resort  I  would  do  it ;  although 
I  would  go  a  long  way  before  I  would  do  it.  I  would  deplore  going 
into  that  sort  of  wiing  as  a  governmental  activity. 
Mr.  Cox.  It  certainly  should  be  only  as  a  last  resort. 
The  Chairman.  But  your  concern  has  a  great  interest  and  a  large 
investment  in  Lynn? 
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Mr.  Cox.  Yes. 

The  Chairman.  And,  after  all,  maybe  it  is  your  responsibility  as 
much  as  it  is  the  responsibility  of  anyone  else. 

Mr.  Cox.  It  is  in  a  lar^e  wav,  but  the  answer  is  this:  That  the  in- 
vestment at  Lynn  and  the  employees'  at  Lynn  will  not  grow  until  we 
can  house  them.  There  are  other  places,  and  the  relation  of  landlord 
and  tenant,  and  the  question  of  encouraging  a  man  to  put  his  money 
into  a  home^  which,  on  the  purely  financial  aspect,  is  not  a  good  in- 
vestment, is  something  that  is  not  likely  to  be  lightly  unctertaken. 
How,  for  example,  could  I  recommend  to  an  employee  that  he  own 
his  home,  when  1  have  never  owned  one  myself  and  have  no  intention 
of  so  doing? 

The  Chairman.  Well,  I  am  sorry. 
Mr.  Cox.  At  least  not  at  present. 

The  Chairman.  Since  I  have  been  22  years  of  age  I  have  owned 
my  own  home,  and  I  have  preached  it  all  my  life  that  it  was  the  very 
bc«t  thing  any  community  could  do  to  have  home  owners. 

Mr.  Cox.  1  agree  with  you.  Senator.  Furthermore,  it  results  in 
compulsory  saving. 

The  Chairman.  Yes;  take  France,  where  a  majority  of  the  people 
live  in  their  own  homes,  and  there  we  have  the  very  best  kind  of 
citizenship;  they  do  not  have  a  roving  population.  I  know  that  you 
can  not  go  out  and  build  homes  for  all  of  your  people,  and  that  all  of 
them  will  not  buy  homes,  or  any  large  proportion  of  them,  perhaps, 
but  you  could  try  to  get  them  in  the  habit  of  doing  it. 

Mr.  Cox.  I  agree  with  j'^ou.  Senator,  that  it  would  be  the  best  thing 
in  the  world;  but  let  me  ask  you  this:  If  you  did  not  own  a  home 
to-day,  would  you  build  one  or  would  you  wait? 

The  Chairman.  Well,  I  am  not  certain  that  prices  will  be  main- 
tained at  the  same  level,  but  I  am  inclined  to  think  that  T  would  build 
my  home — a  very  modest  one — if  the  land  could  be  obtained  reason- 
ably cheap,  I  would  take  the  risk. 

Sir.  Cox.  The  chief  advantage  of  home  owning  is,  of  course,  that 
it  makes  a  better  citizen,  but  the  real  thing  is  that  it  makes  saving 
compulsory.  A  man  who  is  buying  his  home  will  not  use  his 
money  reciklessly.  But  taking  every  individual  case  by  itself,  rent, 
even  if  you  own  your  own  home,  is  there  just  the  same,  and  when 
you  can  rent  property  that  you  desire  for  a  decidedly  lower  rate  than 
you  could  afford  to  own  it  the  individual  is  apt  to  go  to  that,  although 
there  is  still  the  argument  that  the  home  owner  is  a  better  citizen  and 
a  better  worker. 

The  Chairman.  I  have  found  that  the  man  who  buys  a  little  home 
to  live  in,  where  he  rents  out  the  top  floor  to  carry  it,  will  almost  drop 
in  his  tracks  before  he  will  lose  it,  and  even  his  wife  and  his  children 
will  go  out  to  work  in  order  to  help  save  it,  and  in  that  way  you  build 
up  a  tremendous  interest  in  the  community  for  the  good  of  all.  I  can 
not  tell  you  gentlemen  your  business,  but  I  really  think  that  when 
there  is  a  risk,  as  you  have  suggested  and  as  I  am  willing  to  admit 
that  there  is,  of  lower  prices,  I.think  if  anyone  shall  take  that  risk  it 
is  the  great  concern  like  yours,  which  ought  to  do  something  in  these 
difficult  days  rather  than  to  ask  the  State  to  do  it. 

Mr.  Cox.  I  am  not  at  all  disturbed  about  the  finances,  but  what  I 
am  disturbed  about  is  the  attitude  of  an  employee  who  himself  may 
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have  taken  through  out  help,  if  you  please,  something  which  he  after- 
wards regrets. 

Mr.  Miller.  Are  you  familiar  with  the  financing  of  those  homes 
in  Akron? 

Mr.  Cox.  Xo;  not  in  Akron. 

Mr.  Miller.  That  might  be  worth  looking  into.  It  was  a  very  well 
worked  out  plan. 

Mr.  Cox.  If  a  man  has  10  per  cent  of  the  cost  of  his  home,  it  is  a 
safe  enough  risk  without  any  bother,  and  then  if  he  can  pay  back  on 
that  8  or  10  per  cent  a  month,  say,  he  will  come  out  in  about  14 
years  owning  iiis  home,  and  a  better  citizen  and  a  better  workman. 

The  Chairman.  I  find  that  when  a  man  gets  started  he  pays  off  the 
second  mortgage  even  faster  than  the  contract  provides? 

Mr.  Cox.  Yea 

The  Chairman.  He  just  str^iggles  along  to  get  rid  of  that  burden. 

Mr.  Cox.  But  it  is  very  necessary  that  he  should  understand  all 
the  time  that  he  is  living  in  that  house,  when  he  figures  up  his  re- 
ceipts as  compared  to  a  ounch  of  rent  receipts,  that  he  has  had  an 
equivalent  in  the  way  of  a  home  while  he  was  paying  for  it. 

The  Chairman.  \es.  Now,  Mr.  Cox,  have  you  any  suggestion  to 
make  as  to  what  can  be  done  to  relieve  the  situation  now  ? 

Mr.  Cox.  I  think  that  the  best  thing  which  could  be  done  would 
be  to  find  some  means  of  financing  the  difference  between  10  per  cent 
of  the  cost  of  the  property  and  what  he  can  normally  borrow.  Out- 
side of  our  own  employees  there  are  people  who  find  great  difficulty 
in  financing  that  difference,  and  a  good  workman,  with  steady  em- 
ployment, is  a  perfectly  sound  risk.  There  will  not  be  one  in  a  hun- 
dred that  will  go  back  on  it.  There  are  people  in  Lynn  to-day  who 
are  attempting  to  purchase  and  remodel  houses,  and  in  that  way  the 
landlord  is  nearly  always  willing  to  get  rid  of  them  at  what  would  be 
les.s  than  the  prevailing  rate,  because  they  are  not  paying  him  as  they 
are,  under  those  circumstances  a  number  of  them  could  be  made 
into  homes  if  the  difference  between,  say,  75  per  cent,  which  you 
might  get  through  a  coo{)erative  bank,  and  the  10  per  cent,  which  the 
man  has,  could  be  financed  in  some  safe  way. 

The  Chairman.  Well,  I  do  not  know  how  we  could  help  in  that. 

Mr.  Cox.  I  do  not  know,  either.  It  is  a  hard  proposition.  It 
seems  to  me  that  unless  something  is  done  to  reduce  the  cost  of 
building  the  only  possible  outcome  will  be  community'  centers, 
liige  apartments — and  the  Lord  knows  that  they  are  not  homes — 
but  the  employee  to-day  can  not  afford  to  live  in  a  house  which 
costs  as  much  as  he  will  have  to  pay  for  it  to-day — an  individual 
house — and  either  some  means  must  be  found  for  reducing  the 
cost  of  cottage  building  or,  in  order  to  live  at  all,  a  great  mass  of  our 
citizens  will  have  to  go  into  tenements  and  apartments  and  flats  anti 
boarding  houses,  and  that  would  be  a  distinct  retrograde  movement 
from  good  citizenship.  Something  must  be  done  to  cheapen  the  cost 
of  cottage  buildinc;.  I  do  not  feel  a  particle  of  interest  in  the  higher- 
priced  houses.     If  a  man  wants  one  of  those,  he  can  pay  for  it. 

The  Chairman.  Is  that  all,  Mr.  Cox?  * 

Mr.  Cox.  Yes:  I  think  so,  Senator. 

The  Chairman.  Thank  you,  sir. 

Mr.  Niciious.  Now,  we  will  hear  from  Mr.  Clifton  I).  Jackson, 
general  secretary  of  the  Springfield  Chamber  of  {\)nimeiTe. 
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STATEMEHT  OF  MR.  CLIFION  D.  JACKSON,  GENERAL  SECRETARY 
CHAMBER  OF  COMMERCE,  SPRINGFIELD,  MASS. 

The  Chatrmax.  Mr.  Jackson,  we  had  here  yesterday  your  mayor, 
and  the  president  of  one  of  your  saving  banks,  and  your  buihlin^ 
commissioner,  who  ^nve  us  a  great  deal  of  information  about  the 
housing  conditions  in  your  city.  Can  you  give  us  any  further  in- 
formation along  that  line? 

Mr.  Jackson.  There  are  several  factors.  Senator,  in  the  matter, 
and,  just  briefly,  I  want  to  review  one  or  two  factors  which  were  inti- 
mated yesterday. 

Springfield  has  a  population  of  129,388,  according  to  the  last 
census.    Hampden  (^ounty  has  a  population  of  800,000  approximately. 

The  Chairman.  Springfield  is  in  Hampden  County  ? 

Mr.  Jackson.  Yes ;  Springfield  is  in  Hampden  County.  And  other 
prominent  cities  are  Holyoke  and  Westfield ;  and  the  three  western 
counties  of  Massachusetts  have  a  population  of  some  500,000,  more 
or  less  dependent  upon  the  centering  transportation  facilities  in 
Springfield. 

We  are  very  anxious  to  see  a  development  of  river  navigation  from 
Hartford  to  Holyoke,  through  Springfield,  particularly,  which  will 
enable  our  manufacturers  to  reestablish  former  trade  connections 
with  Boston  and  New  York — particularly  with  New  York — by  mak- 
ing the  Springfield  manufacturing  district  an  overnight  warehouse 
from  their  market  in  New  York.  Formerly  by  the  railroad  service, 
through  car  service,  service  was  available  daily — our  paper  manu- 
facturers loading  at  5  o'clock  in  the  afternoon,  and  delivering  at  9 
o'clock  to  the  customer's  store  in  New  York  the  next  morning;  and 
we  feel  that  the  new  water  power  bill  mav  open  up  privileges  for  the 
85  miles  north  of  Hartford  of  distinct  value  to  our  community. 

The  Chairman.  Speaking  of  the  water  power  bill.  I  think  under 
the  terms  of  that  bill,  if  you  gentlemen  take  advantage  of  it,  you  will 
have  a  wonderful  future  in  your  part  of  the  State. 

Mr.  Jackson.  We  have. 

The  Chairman.  The  development  of  the  water  power  there  would 
probably  relieve  you  from  ypur  coal  shortage. 

Mr.  Jackson.  Quite  so.  The  Connecticut  River  is  to-day  delivering 
500,000  electric  horsepower.  There  is  a  potentiality  of  1,000,000  yet 
to  be  developed  in  the  Connecticut  River  north  of  Holyoke,  and  that 
challenges  real  cooperative  action  on  the  part  of  all  of  these  chambers 
of  commerce. 

In  the  recent  railroad  situation  we  are  particularly  pleased  with 
the  cooperation  of  the  Boston  &  Albany,  the  New  York,  New  Haven 
&  Hartford,  and  the  Boston  &  Maine  in  relieving  a  definite  conges- 
tion on  L.  C.  L.  shipments. 

The  Chairman.  On  what? 

Mr.  Jackson.  On  less  than  carload  lot  shipments  for  our  manu- 
facturers. We  had  an  aggravated  situation  in  Springfield,  and  the 
division  freight  agent  of  the  Boston  &  Albany  Railroad,  located  at 
Springfield,  was  able  to  combine  shipments  and  route  them  to  a 
definite  point  for  distribution — at  Philadelphia  or  Pittsburgh  or 
Cincinnati,  as  the  case  might  be — and  we  feel  that  if  there  can  be 
more  active  cooperation  through  chambers  of  commerce,  traffic  com- 
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mittees,  and  the  railroads  that  considerable  public  misapprehension 
can  be  wiped  out  through  better  teamwork. 

Mr.  Miller.  May  I  ask  if  that  cooperation  is  full  now?  Awhile 
ago  I  heard  of  the  Boston  &  Maine  taking  some  material  and  moving 
it  readily,  and  the  New  Haven  refusing  to  take  it  back.  That  was  on 
the  Springfield  Bridge.  It  delayed  the  work,  and  cost  the  contractors 
probably  a  thousand  dollars — simply  the  lack  of  cooperation  between 
the  different  oificials  in  your  city. 

Mr.  Jackson.  Undout>tedly,  the  New  Haven  road's  yard  was  con- 
gested beyond  the  ability  to  quickly  handle  from  the  Boston  &  Maine 
yard.  The  time  may  come  when  Springfield  will  have  to  have  a 
terminal  operating  company  instead  of  independent  operation  as  now 
obtains. 

The  Chairman.  Mr.  Jackson,  did  you  hear  the  testimony  of  Mr. 
Dewey  given  this  morning? 

Mr.  Jackson.  Yes. 

The  Chairman.  You  heard  him  say  that  the  railroads  of  the 
country  were  struggling  to  increase  the  railroad  mileage  of  their 
freight  cars  to-dayl 

Air.  Jackson.  Yes,  sir. 

The  Chairman.  Up  to  30  miles? 

Mr.  Jackson.  Yes. 

The  Chairman.  It  would  seem  to  me  that  here  in  New  England, 
where  the  situation  is  more  difficult  because,  as  he  indicated,  of  the 
density  of  your  population  and  the  short  hauls  for  the  freight  before 
it  is  broken  up,  that  the  chambers  of  commerce  could  render  a  great 
service  tlirou^h  cooperation  by  having  their  members  and  the  public 
service  utilities  do  all  that  they  could  to  unload  freight  cars  as 
promptly  as  possible  and  to  have  them  turned  back  for  other  service. 

Mr.  Jackson.  I  believe,  Senator,  that  the  time  is  near  at  hand 
when  chambers  of  commerce  secretaries,  as  the  technical  managers 
of  their  respective  organizations  in  New  England,  should  call  before 
them  gatherings  of  their  members  and  devise  the  best  possible  means 
of  handling  the  business,  in  order  that  they  may  go  back  to  their 
respective  places  with  a  concerted  plan  of  action,  m  no  way  dicta- 
torial, but  purely  informative;  and  I  have  been  an  advocate  in  the 
New  England  Secretaries'  Association  of  such  definite  informative 
information.  There  are  two  classes,  unfortunately — the  progressive 
and  the  conservative — among  the  New  England  secretaries,  which 
does  not  permit  that  idea  to  come  into  play;  but  I  think  you  are 
right,  that  the  chambers  of  commerce  are  a  very  influential  agency. 

The  Chairman.  With  the  railroad  operating  freely  and  handling 
your  business  promptly,  that  means  your  prosperity? 

Mr.  Jackson.  Yes. 

The  Chairman.  Of  course,  we  are  all  dependent  upon  the  rail- 
roads. 

Mr.  Jackson.  Yes. 

The  Chairman.  They  have  gone  through  a  period  of  war,  and 
they  have  not  increased  their  facilities.  Tliey  will  argue — and  pjer- 
haps  justly — ^that  they  have  not  been  allowed  proper  compensation 
for  their  services.  The  problem  is  indeed  a  difficult  one,  and  it  is 
going  to  be  for  some  years;  but  we  must  depend  upon  them,  for  we 
have  no  other  means  of  transportation;  so  it  would  seem  to  me  that 
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if  your  secretaries'  association  in  New  England  could  get  toother 
ana  have  a  man  like  Mr.  Dewey,  or  even  ask  Mr.  Willard,  who  is 
chairman  of  the  railroad  executives'  committee,  to  come  before  you 
and  tell  you  where  you  could  help,  you  would  render  a  greater  service 
to  the  people  of  this  part  of  the  country  than  anythinor  else  that 
could  be  done. 

Mr.  Jackson.  As  an  illustration  of  the  attempt  along  that  line, 
the  New  England  secretaries  met  in  Springfield  this  spring,  and 
they  had  as  one  of  their  speakers  Mr.  Garrett  Fort,  recently  ap- 
pointed president  of  the  Boston  &  Maine  Railroad.  The  desire  was 
expressed  that  the  Boston  &  Maine  Railroad  should  issue  a  layman's 
bulletin,  to  be  distributed  to  chambers  of  commerce  in  cities  served 
by  the  Boston  &  Maine.  Mr.  Fort  did  put  that  proposition  into 
play,  and  with  some  good  effect. 

I  received  a  bulletin  not  long  ago  containing  a  discussion  of  the 
problems  that  the  railroads  are  facing;  and  I  think  that  should  be 
taken  up  along  the  lines  of  other  railroads — the  Boston  &  Albany 
and  the  New  York,  New  Haven  &  Hartford. 

Now,  as  to  our  situation  in  Springfield,  I  want  to  leave  with  you  a 
report  published  in  Community  Progress,  our  chamber  of  commerce 
magazine,  which  is  a  very  careful  analysis,  prepared  by  one  of  our 
vice  presidents,  of  the  housing  situation. 

Springfield  has  doubled  in  population  every  20  years  for  the  last 
century.  In  the  last  10  years  we  are  within  5  per  cent  of  that  rec- 
ord, with  a  45  per  cent  increase.  We  had  a  definite  abundance  of 
homes  for  rent  in  1917  in  Springfield.  To-day  there  is  a  definite 
scarcity,  but  we  feel  that  there  is  not  an  acute  situation  in  Spring- 
field. A  number  of  men  who  have  recently  come  to  Springfield  could 
find  homes  if  they  wanted  them,  but  they  are  not,  perhaps,  just  in 
the  neighborhood  or  of  the  class  or  quality  that  they  desire.  There 
are  plenty  of  domiciles  available,  however. 

We  should  build  about  1,045  homes  a  year  in  Springfield  to  keep 
up  with  our  normal  rate  of  growth,  and  I  want  to  leave  this  with  you, 
because  it  sums  up  what  Mr.  Lumis  and  other  gentlemen  may  have 
mentioned  and  what  Mr.  Allen,  of  the  Ley  Co.,  will  mention  this 
morning. 

Now,  as  to  our  housing  corporation  in  Springfield,  we  had  great 
hopes  and  we  secured  a  charter  one  year  ago  for  a  million-dollar 
housing  corporation,  but  when  the  time  came  to  put  the  money  into 
play  our  manufacturers  abandoned  the  proposition  because  of  the 
uncertainty  of  the  new  level  of  values.  We  felt  that  we  were  ap- 
proaching a  peak  and  that  we  were  about  to  slide  down  into  the 
valley  on  prices.  Therefore,  they  withheld  putting  in  the  necessary 
sum  of  money  and  the  result  is  that  it  has  not  yet  been  financed.  For 
instance,  the  Fisk  Rubber  Co.,  Gilbert  &  Barker,  the  Hendee  Co., 
and  the  Westinghouse  Co.  do  not  want  to  invest  any  money  in  a  hous- 
ing corporation  until  thev  are  satisfied  that  conditions  are  at  a  new 
level  or  back  to  a  known  level  of  prewar  days.  I  do  not  think  there 
will  ever  be  a  prewar  level  again.  We  have  not  surrendered  our 
charter,  and  we  are  perfectly  willing  to  go  ahead  in  trying  to  solve 
the  problem  on  a  general  cooperative  basis. 

The  Chairman.  Just  explain  how  you  are  going  to  work  that  out. 

Mr.  Jacksox.  We  hope  to  form  a  housing  corporation  which  will 
provide  for  absorbing  second  mortgages,  assuming  an  average  of 
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50  per  cent  on  first  mortgages  by  the  banks,  and  10  to  20  per  cent 
by  the  home  builder,  with  the  difference  on  second  mortgage  for  a 
short  term  of  years — probably  10  years — renewable  through  the 
housing  corporation. 

The  Chairman.  With  the  second  mortgages  made  payable  in  in- 
stallments every  three  or  six  months  ? 

Mr.  Jackson.  Yes ;  at  an  agreeable  rate  of  interest. 

The  Chairman.  I  think  to-day  you  would  be  perfectly  safe  in 
doing  that,  if  you  could  be  sure  of  an  ample  flow  of  building  ma- 
terials into  your  city.  I  think  that  once  we  can  adjust  the  trans- 
portation situation,  it  will  cut  down  the  cost  of  building  materials 
20  or  25  per  cent;  and  with  that  done,  and  a  disposition  on  the 
part  of  labor  to  work  intensively,  you  will  produce  houses  that 
people  can  afford  to  build  to  be  sold  at  a  moderate  profit,  and  I 
know  that  there  would  be  a  market  for  them. 

Mr.  Jackson.  There  are  two  conditions  developing  in  Springfield, 
which  maybe  vou  have  found  in  other  New  England  cities.  The 
first  is  this:  in  the  last  14  months  something  like  $80,000,000  of 
new  industrial  capital  has  located  in  our  city — such  companies  as 
the  Rolls-Royce,  tne  expansion  plans  of  the  Westinghouse,  and  the 
Diamond  Match  Co.  They  will  require,  when  they  are  under  way, 
approximately  20,000  employees,  and  that  will  mean,  T  should  say,  a 
net  increase  of  employees  around  8,000.  because  our  other  industries 
will  gradually  reduce  from  their  high-peak  load  to  a  more  normal 
full^day  operation,  rather  than  a  night-shift  operation.  Then  there 
is  another  factor  which  is  right  along  with  that  new  incoming  capi- 
tal, and  that  is,  our  chamber  of  commerce  has  recently  been  able 
to  serve  our  street  railroad  system  in  the  sale  of  $800,000  worth  of 
bonds  to  open  up  a  cross  section  of  our  city,  which  will  make  avaih 
able  housing  facilities  for  25,000  population,  and  will  also  open  up 
three  and  a  half  miles  of  industrial  property  along  the  Boston  A 
Albanv  and  the  New  York,  New  Haven  &  Hartford  Railroads. 
Now,  we  will,  we  feel,  with  that  new  condition,  with  the  new  street 
railway  facilities,  it  will  allow  speculative  building  to  come  into 
play,  and  that  ought  to  solve  the  problem  without  any  definite  con- 
certed attempt. 

The  Chairman.  I  think,  Mr.  Jackson,  that  your  industries  have 
a  responsibility  that  they  must  assume,  and  that  they  ought  to  try 
to  bring  about  a  housing  situation  whereby  their  own  people  will 
be  satisfied  with  the  living  conditions  in  Springfield. 

Mr.  Jackson.  I  think  the  subject  is  open  to  pro  and  con  argument. 

The  Chairman.  Yes. 

Mr.  Jackson.  T  think  it  would  be,  perhaps,  somewhat  difficult.  If 
you  were  a  member  of  one  of  our  boards  or  of  one  of  our  newer  in- 
dustries— say,  the  Rolls  Royce — and  I  should  come  to  you  and  ask 
you  to  vote  for  the  taking  of  $500,000,  say,  of  your  four  or  five 
million  dollar  capital,  and  putting  it  into  the  slow-going  investment 
of  home  construction,  compared  to  the  active  investment  of  manu- 
facturing motor  cars,  I  think  you  would  not  want  to  take  those  funds 
out  at  this  time. 

The  Chairman.  No;  I  would  not,  unless  there  were  a  real  emer- 
gency and  I  was  compelled  to  do  it,  to  take  care  of  my  own  men. 
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Mr.  Jackson.  But  do  you  not  feel  that  in  a  larger  community, 
where  there  is  much  better  opportunity  for  speculative  competition — 
I  do  not  mean  exploiting  of  home  building,  but  responding  to  th^  law 
of  supply  and  demand — do  you  not  feel  that  a  larger  community 
can  adjust  its  problems  automatically,  rather  than  to  have  the  manu- 
facturers go  into  any  joint  effort? 

The  Chairman.  I  find,  upon  examination  into  that  particular 
phase  of  it,  this  situation :  The  speculative  builder,  who  has.  in  the 
past,  been  building,  say,  10  or  20  houses  a  year,  at  a  cost  or  $5,000 
apiece,  has  gone  out  and  borrowed  $2,500  from  a  savings  bank,  and  he 
has  sold  his  houses  for  a  $1,(K)0  down,  and  taken  a  second  mortgage — 
a  mortgage  for  $1,500.  Now,  he  has  made  a  profit  of  seven  or  eight 
hundred  dollars  on  a  house,  and  therefore,  in  his  $1,500  second  mort- 
age he  only  has  seven  or  eight  hundred  dollars  of  actual  capital 
invested.     JTow,  if  he  attempts  to  build  25  houses,  to-day,  he  finds 

Thaps  that  they  will  cost  him  $10,000  apiece,  and  he  can  only  borrow 

,000  on  them — because  the  loaning  company  is  a  little  timid,  per- 
haps, about  giving  him  the  money — and  he  gets  a  thousand  dollars 
clown  on  the  property  now.  and  he  is  selling  that  house  for  perhaps  a 
thousand  dollai*s  profit.  He  takes  a  second  mortgage  for  $5,000  and 
$4,000  of  his  monjpy  is  re]>resented  there,  as  against  $800  in  the  other 
project;  and  he  can  build  just  one-fifth  as  many  houses.  Now.  that 
is  the  difficulty,  and  you  are  not  going  to  get  him  to  do  it,  and  he  is 
not  doing  it  to-day,  under  the  present  condition,  unless  some  one  is 
willing  to  help  him  to  carry  the  burden. 

Mr.  Jackson.  What  would  you  do  with  this  problem,  on  the  other 
hand :  A  house  costing  $4,600  in  1914  costs  sixty-five  hundred  or  six 
thousand  dollars  to-day,  and  you,  as  a  director  in  one  of  these  corpora- 
tions should  vote  for  building  10  houses  at  $6,000,  allowing  the  work- 
man to  accumulate  an  equity  in  two  or  three  years  of  $1,500.  In  two 
or  three  years  that  same  house  can  be  built  Jor  $5,000  or  $4,800,  we 
will  say.  Now,  how  are  you  going  to  explain  that  drawoack  in 
the  future  to  the  workman  who  has  lost  his  equity  because  of  the 
replacement  value  at  that  time? 

The  Chairman.  I  doubt  if  we  are  going  to  have  a  shrinkage  to 
that  extent.  We  may  have  some  shrinkage — and  probably  will — but 
you  are  facing  a  difficult  situation,  and  you  have  got  to  have  houses 
for  people  to  live  in,  and  some  one  has  to  take  some  risk,  if  they  want 
houses. 

Mr.  Jackhon.  As  soon  as  there  are  normal  times  ahead  or  a  vision 
of  normal  times  ahead,  I  think  the  problem  will  be  approached  again 
as  it  was  approached  in  the  spring. 

The  Chairman.  If  we  could  get  to  a  point  where  we  were  sure  that 
there  would  be  no  further  shrinkage  in  the  values  of  buildings,  then 
no  one  would  need  the  assistance  of  your  industries. 

Mr.  Jackson.  In  view  of  the  fact  that  we  had  a  surplus  of  homes 
in  1917,  and  we  have  an  apparent  shortage  to-day,  there  is  a  rapid 
up  and  down  movement  there. 

The  Chairman.  But  you  know,  of  course,  that  the  shortage  to-day 
comes  largely  from  Federal  orders  in  1917  and  1918,  on  account  of 
the  war,  whereas  in  1919  when  there  was  an  opportunity  and  when 
material  was  reasonably  cheap — ^because  it  was  not  as  high  as  it  is 
to-day  by  25  per  cent  anyhow — there  was  not  the  building  that  there 
might  have  been. 
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Mr.  Jackson.  I  think  the  whole  situation  is  like  trying  to  tip  a 
man's-sized  gyroscope ;  if  you  try  to  tip  it  violently,  you  are  going  to 
get  tipped  yourself,  but  if  you  will  swerve  it  gently,  it  can  oe  done 
without  danger. 

Mr.  Miller.  I  have  had  drawn  to  my  attention  some  blanks  that 
were  distributed  amongst  chambers  of  commerce  to  be  used  by  their 
members  for  reporting  delays  in  unloading  cars.  Have  you  ever  seen 
any  of  those  blanks? 

Mr.  Jackson.  One  of  my  associates,  I  believe,  has  received  such 
blanks. 

Mr.  Miller.  It  seems  to  me  that  if,  in  your  meetings  of  secretaries, 
some  practical  method  of  reporting  the  unloading  of  cars  to  free  those 
cars  could  be  adopted  it  would  help  all  concerned. 

Mr.  Jackson.  In  the  majority  of  cases  in  our  city  manufacturers 
are  so  urgently  in  need  of  cars  that  they  are  unloading  them  very 
promptly. 

Mr.  Miller.  On  the  other  hand,  some  abuse  the  privilege,  and  to 
those  attention  should  be  drawn  by  some  regularly  organized  body 
in  a  systematic  way. 

Mr.  Jackson.  Surely. 

The  Chairman.  Is  that  all  you  have  to  suggest  to  the  committee, 
Mr.  Jackson? 

Mr.  Jackson.  Yes,  Senator. 

The  Chairman.  Thank  you,  sir. 

Mr.  Fay.  I  think  you  have  been  impressed,  Senator,  with  the  fact 
that  Springfield  is  a  progressive  city.  In  fact,  I  have  heard  it  char- 
acterized as  "  an  eastern  city  with  a  western  breeze."  We  have  one 
more  witness  from  Springfield,  Mr.  Leslie  H.  Allen,  of  the  Fred  T. 
Ley  Co.,  an  engineer  who  has  devoted  several  years  of  careful  and 
intensive  study  to  the  housing  problem. 

STATEMENT  OF  ME.  LESLIE  H.  ALLEN,  BEPEESENTINO  FEED  T. 

LET  CO.,  SPEINGFIELD,  MASS. 

Mr.  Allen.  I  represent  the  housing  committee  of  the  Massachu- 
setts Chamber  of  Commerce  on  housing  matters,  and  the  Ley  Co. 
as  regards  building  in  general. 

The  Chairman.  The  committee  will  be  very  glad  to  have  you  give 
us  what  information  you  have  that  you  think  will  be  helpful  to  us 
in  framing  recommendations  to  Congress  for  the  relief  of  the  present 
housing  shortage. 

Mr.  Allen.  As  regards  building  in  general  in  New  England,  and 
the  building  of  houses  also,  I  think  that  the  immediate  obstacles  are, 
first,  a  lack  of  credit;  and,  secondly,  the  high  cost,  coupled  with  low 
rents ;  and,  third,  our  transportation  difficulties. 

I  find  to-day  that  there  are  quite  a  number  of  manufacturers  who 
would  extend  their  plants,  and  who  would  build  houses,  if  thev  could 
borrow  the  money  to  do  it  with ;  but  credit  is  tight  universally  and 
they  can  not  get  it.  Even  in  New  York  our  concerns  take  contracts 
with  operators  for  over  a  thousand  houses  to-day,  but  we  can  not  get 
the  money,  and  we  offer  good  security  for  it,  but  the  credit  is  not 
available.  The  contraction  of  credit  initiated  by  the  Federal  reserve 
banks  has  been  applied  somewhat  indiscriminately,  and  the  indus- 
tries, including  the  production  of  houses  which  do  not  have  high 
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rents,  have  suffered  more  than  those  that  do.  We  read  in  the  papers 
to-day  that  $40,000,000  worth  of  sugar  is  being  held  in  a  sugar  re- 
finery here  at  Revere.  There  must  be  money  loaned  to  take  care  of 
that  hoarding,  and  I  think  that  is  an  instance  of  the  unfair  applica- 
tion of  the  restriction  of  credit — one  man  can  borrow  while  another 
man  can  not. 

The  Chairman.  Is  not  that  because  there  is  a  limit  to  the  rate  of 
interest  that  can  be  charged? 

Mr.  Allen.  Yes. 

The  Chairman.  Your  legal  rate  here  is  6  per  cent? 

Mr.  Allen.  Yes. 

The  Chairman.  And  people  hesitate,  then,  to  violate  the  usury 
laws — do  you  have  usury  laws  in  this  State? 

Mr.  Allen.  No  ;  I  do  not  think  we  do. 

The  Chairman.  In  New  York  a  man  can  not  charge  more  than  6 
per  cent  on  a  mortgage. 

Mr.  Allen.  I  know  that. 

The  Chairman.  Otherwise,  they  make  themselves  liable  to  a  suit, 
and  they  can  lose  all  their  interest — and  their  principal  under  some 
circumstances. 

Mr.  Allen.  Yes.  I  assume  that  the  people  who  have  money  loaned 
on  sugar  are  getting  the  legal  rate  of  interest,  and  perhaps  a  bonus, 
of  soine  character,  or  they  do  it  by  selling  their  notes  in  some  way 
to  avoid  the  law.  The  gentlemen  wno  are  bankers  know  just  how  that 
is  done.    It  is  a  more  effective  thing ;  and  then,  too,  it  is  a  call  loan. 

The  Chairman.  Where  the  money  can  be  readily  recalled,  while 
mortgages  on  buildings,  of  course,  are  a  long-term  proposition. 

Mr.  Allen.  Yes. 

The  Chairman.  Have  you  thought  out  any  scheme  by  which  you 
think  we  can  relieve  the  situation  ? 

Mr.  Allen.  It  seems  to  me  that  the  Federal  reserve  bank  has 
already  endeavored  to  encourage  certain  kinds  of  loans.  For  in- 
stance, they  give  a  lower  rate  on  two-name  paper  than  on  single- 
name  paper,  but  that  would  seem  to  me  to  establish  a  precedent  for 
other  discrimination  in  the  making  of  rediscount  loans,  and  that 
they  could  arrange  loans  that  were  not  made  for  the  public  good — 
for  the  production  of  necessaries  of  life,  let  us  say — ^I  thinK  that 
such  a  scheme  could  be  worked  out.  I  am  not  a  baiiker,  and  I  can 
do  no  more  than  offer  a  suggestion,  but  it  seems  to  me  that  something 
could  be  worked  out  along  that  line. 

The  Chairman.  Of  course,  the  Federal  reserve  bank  has  no  au- 
thority to  loan  on  mortgages  or  to  rediscount  mortgage  obligations. 

Mr.  Allen.  It  would  be  quite  a  help  if  they  had  tnat  authority. 

The  Chairman.  The  theory  of  the  Federal  reserve  bank  is  that  it 
will  be  a  help  in  times  of  trial  and  emergency  only;  that  is,  to  take 
obligations  tnat  are  due  within  a  reasonable  period,  rather  than  to 
imdertake  to  handle  obligations  that  nm  for  a  period  of  years. 

Mr.  Allen.  Well,  we  have  come  into  a  different  kind  of  stress  or 
time  of  stress  now  that  applies  to  different  things,  and  it  seems  to 
me  that,  having  started  on  that  plan  of  helping  our  country  in  times 
of  trial,  if  the  principle  is  a  good  one,  it  might  be  extended. 

The  Chairman,  lou  have  in  mind,  then,  the  evolving  of  some 
arrangement  by  which  we  could  get  long-term  credit  in  a  matter  of 
this  kind  ? 
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Mr.  Allen.  Yes,  I  think  that  if  the  credit  situation  were  relieved, 
SO  that  any  man  who  wanted  to  build,  whether  it  be  houses  or  facto- 
ries, could  obtain  the  money  he  needed,  the  railroads  would  not  be 
able  to  take  care  of  the  situation.  At  present  we  are  managing  tc> 
struggle  along  and  build  most  of  the  work  for  which  contracts  are 
being  let,  but  we  are  having  great  difficulty  in  getting  a  few  items 
like  cement  and  sanitary  goods,  and  the  dimculty  in  getting  cement 
is  put  down  to  the  difficulty  of  getting  coal  in  other  districts.  We 
do  not  make  cement  here  in  New  England.  Our  railroads  could  not 
take  care  of  the  extra  burden  if  au  the  building  that  is  planned 
should  go  ahead  now. 

The  Chairman.  Mr.  Allen,  have  you  seen  any  evidence  in  New 
England  of  a  combination  amongst  building-material  interests  to  fix 
prices  ? 

Mr.  Allen.  I  have  not  seen  any  evidence  of  it;  no.  I  think  the 
price  of  lumber  is  absurdly  high  and  out  of  all  reason ;  but  I  have  no- 
evidence  that  there  is  any  combination.  I  think  it  is  more  a  matter 
of  individual  builders  bidding  for  the  lumber.  The  cut  was  very- 
small,  I  am  told,  partly  because  men  could  not  be  induced  to  go  into- 
the  woods  when  they  could  get  a  job  in  a  warm  factory  and  partly 
because  of  the  excess-profit  tax  on  the  lumber  industry.  When  you 
cut  down  a  tree  you  can  not  cut  down  that  same  tree  next  year^ 
whereas  when  you  have  built  a  motor  car  you  can  build  another  one^ 
That  is,  however,  all  hearsay.  I  have  no  direct  evidence  on  that 
point. 

The  Chairman.  The  committee  has  been  informed  that  there  has. 
been  a  fall  in  the  price  of  lumber  at  the  southern  mills.  Has  that 
been  reflected  here  at  all  ? 

Mr.  Allen.  There  has  been  a  slight  fall  of  something  like  10  per 
cent  from  a  high  price  of  about  $70  base  to  i?63,  and  that  is  due,  I 
think,  more  to  the  contraction  of  credit  and  certain  lumber  dealers, 
having  stocks  on  which  their  loans  were  reduced  rather  than  to  any 
general  excess  of  supply  or  to  demand. 

The  Chairman.  We  were  discussing  a  moment  ago  the  contraction 
on  credits  for  building  purposes  ? 

Mr.  Allen.  Yes. 

The  Chairman.  Have  you  been  informed  of  any  of  the  savings, 
banks  in  New  England  requiring  the  payment  of  a  bonus  to  make  a 
loan  over  and  above  the  legal  rate  of  interest  i 

Mr.  Allen.  No  ;  I  have  not.  I  am  not  in  touch  with  the  situation 
with  respect  to  the  making  of  small  individual  loans,  and  I  have  no- 
evidence  on  that  point.  I  was  told  yesterday  of  the  man  who  had  a 
mortgage  in  the  trust  company  on  which  the  rate  had  been  raised  to- 
8  per  cent,  and  he  had  applied  to  a  savings  bank,  which  gave  him 
one  at  6  per  cent.  That  is  one  isolated  instance,  but  I  have  not  any 
evidence  to  offer  on  the  subject  generally. 

Mr.  Miller.  Have  you  heard  of  any  bonuses  being  exacted  in  New 
York? 

Mr.  Allen.  No. 

The  Chairman.  So  that  your  recommendation  to  this  committee  is 
that  we  try  to  devise  some  sort  of  legislation  that  will  tend  to  help* 
credits  ? 

Mr.  Allen.  Yes,  sir. 
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The  Chairman.  For  the  building  industry,  both  industrial  and 
housing? 

Mr.  Allen.  Yes,  sir;  and  for  other  necessaries  of  life  which  are 
hampered  in  the  same  way.  Transportation,  for  example — a  neces- 
sary of  life — is  in  dire  straits  to-day. 

The  Chairman.  Of  course,  you  know  that  the  income  from  invest- 
ments in  mortgages  on  buildings  is  subject  to  the  excess-profits  tax 
and  the  income  tax  ? 

Mr.  Allen.  Yes. 

The  Chairman.  Do  you  think  a  repeal  of  the  excess-profits  tax 
and  some  modification  of  the  surtaxes  would  help  ? 

Mr.  Allen.  It  would  be  a  little  help,  but  I  do  not  think  it  would 
make  a  great  deal  of  difference.  As  far  as  credits  are  concerned, 
there  is  more  difficulty  in  financing  the  gap  above  a  first  mortgage 
than  finding  the  first  mortgage  itself,  even  though  that  is  hard 
enough  in  itself.  Along  that  line,  my  thought  would  be — of  course, 
some  cities  are  suggesting  forming  second-mortgage  corporations  and 
some  have  tried  it,  but  they  have  not  produced  any  results,  except  in 
Detroit,  that  are  at  all  commensurate  with  the  effort  put  into  it.  It 
is  because  the  individual  will  not  take  the  initiative ;  and  the  manu- 
facturer, unless  he  is  very  hard  up  against  it,  will  not  do  so  either. 

Take  our  own  city,  where  our  housing  condition  is  not  so  urgent 
as  in  many  other  cities,  but  it  is  going  to  be  unless  steps  are  taken  to 
forestall  it,  and  there  is  no  incentive  mere  for  a  loan  to-day  any  more 
than  there  is  in  Lynn — to  put  his  money  into  financing  that  gap — 
and  my  thought  would  be  that  if  a  city  can  borrow  above  its  tax. 
limit,  in  accordance  with  the  statutes  in  Massachusetts,  if  they  were 
to  put  that  money  into  financing  a  large  development,  and  let  the 
equity  be  put  in  by  the  leading  interests  in  the  city  then  the  risk  of 
a  fall  could  be  taken  care  of  by  an  adjustment  such  as  was  proposed 
in  England  but  not  carried  out.  The  original  idea  in  the  English 
Government  housing  financing  was  that  at  the  end  of  a  period  either 
of  5  or  10  years — I  forget  which 

A  Voice.  Seven  years. 

Mr.  Allen  (continuing).  Seven  years,  that  they  should  appraise 
those  houses,  and  the  Government  snould  write  off  from  the  amount 
they  had  loaned  a  percentage  of  loss,  and  that  the  city  or  town  should 
write  off  their  percentage ;  and,  of  course,  the  individual  purchaser, 
if  there  had  been  one,  would  also  write  off  his  percentage. 

The  risk  is  something  that  is  a  bogy  that  is  scaring  everybody 
here  right  now.  I  agree  with  you  that  it  is  not  so  serious  as  they 
think  it  is;  and  even  if  materials  should  come  down  20  per  cent 
through  improvement  in  transportation,  that  only  means  10  per 
cent  of  the  cost  of  the  house,  and  less  than  10  per  cent  of  the  cost  of 
the  house  and  land,  and  it  is  not  a  very  big  item.  Another  thing 
with  regard  to  the  purchase  of  a  house — selling  to  an  employee  a 
house  that  may  fall  in  price — if  the  organization  that  is  sellmg  that 
house,  whether  it  be  a  manufacturer  or  a  local  housing  corporation, 
would  guarantee  to  redeem  the  investment  of  that  man  and  say  to 
him^  "  We  will  buy  it  back  from  you  at  any  time  at  what  you  paid 
for  it  minus  an  agreed  depreciation,"  which  could  be  fixed  at  1^  for 
a  brick  house  ana  3  per  cent  for  a  frame  house,  you  would  remove 
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that  fear  of  being  tied  up  with  an  investment  at  a  high  price  that 
could  not  be  unloaded  except  at  a  great  loss. 

The  Chairman.  That  might  be  a  way  out  of  it,  and  that  might 
ba  a  plan  under  which,  perhaps,  the  great  industrial  factors  in  our 
cities  might  x5ome  in  on  it. 

Mr.  Allen.  I  think  so.  I  think  that  in  any  city  that  feels  a  need 
of  houses — New  Bedford,  for  instance,  which  is  feeling  the  pinch, 
1  suppose,  as  badly  as  any  city  in  New  England,  or  Providence — I 
do  not  believe  there  would  be  any  difficulty  in  raising  amongst  the 
manufacturers  a  fund  of  15  per  cent  of  the  amount  of  the  develop- 
ment; and  if  the  savings  banks  could  come  in  with  15  per  cent  of 
the  cost — not  the  value — of  the  houses  and  the  city  were  allowed  to 
borrow  on  its  bonds  enough  money  to  fill  in  the  difference,  and  also 
have  the  right  to  scale  that  down,  if  there  was  a  big  f  aU  in  values,  it 
would  calm  people's  fears.  I  do  not  believe  they  would  ever  have  to 
do  it,  but  at  any  rate  there  would  be  a  bogy  taken  care  of. 

The  Chairman.  You  should  write  to  the  mayor  of  Fall  River  and 
suggest  it  to  him.  I  am  wondering  if,  imder  your  State  law,  the 
municipality's  money  can  be  loaned  in  the  form  that  you  suggest. 

Mr.  Allen.  I  doubt  if  it  can.  We  may  need  more  laws  or  consti- 
tutional amendments  to  put  it  through. 

The  Chaibman.  I  looked  over  the  law  hastily  yesterday,  and  sent 
a  copy  of  it  to  some  of  our  New  York  people  who  are  considering 
legislation  of  that  character.  Whether  or  not  a  city's  loans  must  be 
of  a  first-mortgage  character  is  a  question.  I  doubt  if  the  city  would 
lose  anything  on  the  scheme  you  propose,  and  it  would  be  taking 
care  of  an  emergency.    Is  there  anything  rurther,  Mr.  Allen? 

Mr.  Allen.  No;  1  think  of  nothing  further. 

Mr.  Miller.  You  have  spoken  of  credits.  There  are  other  factors, 
however,  that  you  have  not  said  much  about. 

Mr.  Ajllen.  I  spoke  of  transportation  in  a  general  way.  I  have 
not  very  much  to  say  on  that  unless  you  have  something  that  you 
desire  particularly  to  have  me  touch  on. 

The  Chairman.  The  fact  that  a  man  who  buys  a  piece  of  property 
under  present  conditions  can  hand  it  back  again,  as  you  propose  to 
do,  at  exactly  the  price  he  paid  for  it,  with  tne  depreciation  marked 
off,  is  a  thing  that  probably  would  induce  a  whole  lot  of  them  to  hold 
x)nto  them. 

Mr.  Allen.  I  think  so.  Of  course,  the  ordinary  home  owner  does 
not  realize  that  there  is  such  a  thing  as  depreciation.  He  gambles 
on  his  land  increasing  in  value,  and  the  value  of  the  property  gen- 
erally increases.  It  has  worked  out  in  many  cases,  but  I  do  not  think 
it  wiu  work  out  in  the  future.  The  ordinary  landlord  doesn't  know 
that  there  is  any  such  thing  as  depreciation,  and  one  thing  that  deters 
people  from  buying  houses  is  that  rents  have  been  too  low,  wherever 
you  go,  largely  because  depreciation  has  not  been  allowed  for. 

The  Chairman.  We  thank  you,  Mr.  Allen. 

Mr.  Allen.  Not  at  all,  Senator. 

Mr.  Fat.  Mr.  Chairman,  I  wish  to  ask  Mr.  Allen,  through  you, 
one  or  two  questions,  which  I  think  may  be  illuminating.  I  would 
like  to  ask  what  Mr.  Allen  considers  a  fair  percentage  of  gross 
rental  to  be  paid  an  investor  to-day  to  cover  all  charges? 

Mr.  Allen.  I  think  an  owner  living  in  his  own  house,  well  built, 
can  not  figure  less  than  11  per  cent;  and  a  landlord  renting  to  others 
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can  not  figure  less  than  13  per  cent.  The  figure  often  should  be 
higher  than  that,  especially  in  poorly  built  houses.  It  is  an  impor- 
tant thing  that  the  (quality  of  construction  in  the  ordinary  woAman'a 
house  is  very  poor,  indeed,  and  the  depreciation  is  very  high.  You 
take  the  owner  of  a  well-built  house — suppose  we  take  a  house  that 
cost  $6,000  to  build,  on  land  that  cost  a  thousand  dollars,  and  we  have 
$7,000.  He  ought  to  figure  at  least  6  per  cent  for  interest,  whether 
it  is  borrowed  money  or  his  own  capital.    There  is  $420  a  year. 

Now,  his  taxes,  insurance,  and  water — the  insurance  and  the  water 
are  very  small,  and  we  can  lump  them  together — ^they  will  not 
amount  to  more  than  1^  per  cent,  because  valuations  are  not  as  high 
as  present  day  costs.  One  and  one-half  per  cent  on  his  total  would 
give  him  $105  a  year.  Then,  for  maintenance  he  could  probably  get 
by  with  li  per  cent,  which  would  give  him  $90  a  year;  and  for  depre- 
ciation on  a  well-built  house  if  he  allowed  2  per  cent,  which  would 
amortize  it,  if  he  invested  his  sinking  fund  in  40  years,  2  per  cent 
on  the  superstructure  of  his  building  would  give  him  $100.  That  is 
$715  which  is  just  over  10  per  cent.  That  is  a  minimum  for  a  man 
living  in  his  own  house.  A  landlord  has  got  to  figure  vacancies  and 
a  higher  rate  of  depreciation  and  maintenance,  and  13  per  cent  on  his 
money. 

The  Chairman.  I  would  figure  it  about  10  and  15  per  cent,  respec- 
tively.   1  think  you  are  about  correct. 
Mr.  Allen.  Yes. 

Mr.  Fay.  How  expensive  a  house,  Mr.  Chairman,  can  a  man  get- 
ting $35  a  week,  afford  to  buy  ? 

Mr.  Allen.  He  can  not  anord  to  buy  a  house  at  all.  There  are  al- 
ways some  who  are  below  that  scale,  and  unless  we  make  provision 
for  them  from  State  funds,  they  have  to  live  in  the  slums  or  over- 
crowd— and  there  is  a  lot  of  overcrowing  at  present  in  the  cities* 
There  are  families  of  wage  earners  earning  that  monev,  however* 
1  think  Mr.  Lumis  yesterday  struck  a  line  that  should  be  followed 
out.  A  man  to-day  expects  to  get  a  house  in  comparison  with  hi& 
earnings;  no  man  is  satisfied  to-day  unless  he  has  $500  worth  of 
plumbing  in  his  house,  and  electric  lights,  and  a  really  nice  place* 
There  are  lots  of  small  families — two  or  three  people — who  could  da 
very  well  with  a  half-acre  plot  and  a  two-room  house  out  farther 
from  the  city.  Two-room  houses  in  the  city  have  a  very  bad  effect 
on  the  public  health,  as  has  been  proven  by  statistics  here  and  there^ 
such  as  in  Johnstown,  Pa.,  or  Glasgow  in  Scotland;  but  a  two  or 
three- room  cottage  in  the  country  really  afford  plenty  of  air  and 
Ught  all  around,  and  a  man  can  be  perfectly  healthy  and  bring  up  a 
family  in  it  very  nicely.  Cities  can  often  do  more  by  extending  their 
transportation  lines  to  areas  of  cheap  land,  and  securing  options 
on  that  land,  so  that  the  price  will  not  go  up  as  soon  as  the  line  goes 
out  there,  and  encourage  people  to  live  in  smaller  houses,  and  ta 
build  them  themselves,  and  to  add  to  them,  rather  than  catering 
to  the  demand  for  five  and  six-room  houses  for  everybody.  That  is 
done  in  a  small  way  around  Fall  River. 

The  Portugese  in  particular  are  buying  lots  on  the  other  side  of 
the  river — the  Somerset  side — and  you  will  see  a  man  there  with 
anwhere  from  a  half  to  2  acres,  and  he  rides  to  work  on  his 
bicycle — sometimes  in  his  Ford — and  he  has  his  children  cultivating 
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the  garden,  and  they  seem  to  be  pretty  happy  and  healthy    in 
doing  it. 

The  Chairman.  The  shipping  bill  recentlj^  enacted  by  Congress 
gave  to  the  American  shipper  engaged  in  foreign  trade  freedom  from 
all  excess  profit  taxes  on  his  profits,  provided  he  invested  those 
profits  in  the  building  of  new  ships.  How  do  you  think  it  would 
operate  if  we  enacted  a  law  at  Washington  exempting  the  profits  on 
all  new  buildings  for  dwelling  purposes  only,  provided  the  profits 
were  reinvested  in  the  construction  of  new  dwelling  houses? 

Mr.  Allen.  I  do  not  think  it  would  be  much  encouragement,  be- 
cause A  speculative  builder  who  is  now  out  of  business,  is  a  man  who 
did  not  make  very  much  profit^the  .ordinary  man  who  built  from 
2  to  10  houses  a  year — and  the  excess  profit  taxes  did  not  hit  him 
very  hard.  I  think,  speaking  generally,  that  while  we  would  all  like 
to  see  the  excess  profits  tax  done  away  with  alto^ther — it  hinders 
nil  around — I  believe  we  would  get  better  results,  instead  of  having 
more  exemptions,  to  have  less  or  fewer  exemptions,  so  that  the  tax 
would  fall  on  every  kind  of  investment  equally. 

TJie  Chairman.  The  Federal  Government  in  the  shipping  bill  has 
set  a  precedent.  The  other  day  the  Shipping  Board  approved  plans 
for  the  building  of  16  new  ships,  where  it  was  possible  to  build  them 
out  of  the  profits  of  the  business,  and  they  took  advantage  of  that 
provision  of  the  law. 

The  shipping  bill-  provides  also  that  where  the  profits  are  used  to 
build  new  ships,  that  the  builder  of  the  ships  must  put  in  another 
new  dollar  for  each  dollar  of  profits  that  goes  in,  I  wonder  if  you 
think  that  would  be  any  encouragement  to  the  speculative  builder  ? 

Mr.  xVlij:n.  I  do  not  think  so,  because  speculative  buildin*^  is  not 
done  on  such  a  large  scale.  The  building  of  ships  is  done  oy  men 
who  operate  in  the  millions ;  the  building  of  houses  who  operate  in 
thousands  or  less. 

The  Chairman.  In  New  York  City  practically  aU  of  our  build- 
ing of  homes  is  done  by  speculative  builders,  and  some  men  there 
think  perhaps  it  might  work. 

Mr.  Allen.  It  might. 

Mr.  Miller.  It  would  be  different,  as  applied  to  a  large  apartment 
house,  than  to  a  three-room  cottage. 

Mr.  Allen.  There  are  very  few  of  those  very  large  cities,  of  course, 
our  view  is  colored  by  the  place  in  which  we  live. 

The  Chairman.  Take  an  apartment  house  that  costs  $200,000  and 
the  profit  might  be  $25,000,  and  it  would  be  quite  an  item. 

Mr.  Allen.  Yes ;  it  would. 

The  Chairman.  But  it  would  not  help  in  the  average  New  Eng- 
land city? 

Mr.  Ali^n.  No  ;  I  do  not  think  it  would. 

The  Chairman.  That  is  all,  Mr.  Allen,  thank  you — unless  you  have 
something  else  to  suggest  to  the  committee. 

Mr.  Allen.  No,  Senator;  I  think  that  is  all. 

Mr.  Fay.  Is  Mr.  Reidy,  of  the  Worcester  Housing  Corporation, 
here? 

(No  response.) 

Mr.  Fay.  Mr.  John  B.  Richards,  president  of  the  Real  Estate 
Owners'  Association^  of  Fall  River,  Mass.  Mr.  Richards  is  also  chair- 
man of  the  fair  price  committee  of  the  Massachusetts  Real  Estate 
Exchange. 
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STATEMENT  OF  ME.  JOHN  B.  BICHABDS,  PBESIBENT  OF  THE 
ASSOCIATION  OF  BEAL  ESTATE  OWNEBS,  OF  FALL  BIVEE, 
MASS. 

The  Chairman.  Mr.  Richards,  we  are  very  glad  to  have  you  here, 
3.nd  we  would  be  pleased  if  you  would  tell  the  committee  of  your 
experiences  in  your  city,  and  give  us  any  information  or  advice  that 
you  think  would  be  helpful  to  us. 

Mr.  Richards.  My  experience  is  with  the  tenement-house  owner 
in  cities  outside  of  Boston.  What  I  may  say  will  not  apply  to  condi- 
tions in  Boston  so  much  as  to  conditions  outside.  It  seems  to  me  that 
if  you  wish  to  extend  any  industry  in  this  State,  you  should  look  first 
to  the  men  already  in  that  industry  as  the  foundation  on  which  to ' 
build  that  increase,  so  we  naturally  would  look  to  the  present  real 
estate  owners  to  relieve .  this  housing  shortage.  If  you  will  go 
through  any  community,  you  will  find  garages  going  up,  business 
blocks,  and  manufactories.  The  testimony  that  was  given  yesterday 
in  regard  to  New  Bedford — I  think  those  figures  are  low.  I  think 
there  is  about  $20,000,000  being  spent  in  New  Bedford  in  the  manu- 
facturing enterprises.  Fall  River  is  spending  may  be  two  or  three 
million.    ^ 

(jo  down  to  Fall  River,  and  there  is  a  gentleman  who  owns  about 
a  hundred  tenement  houses,  who  all  his  life  has  put  his  earnings 
from  his  profession  into  new  houses.  Last  year  he  built  a  garage  to 
accommoaate  a  hundred  machines,  but  if  you  say  to  him,  "  What  are 
the  chances  of  building  a  few  houses?  "  he  shakes  his  head  and  walks 
sadly  away.  Now,  there  must  be  some  reason  for  that,  and  I  think  it 
ivould  be  well  to  get  down  to  that  reason  and  see  if  it  can  be  remedied. 
My  personal  opinion  is  that  the  first  trouble  is  the  unreasonable  atti- 
tude of  tenants.  When  prices  started  to  go  up  some  landlords 
made  timid  advances  in  rents,  and  the  tenants  immediately  began  to 
call  them  thieves  and  robbers,  and  many  people  are  sensitive,  and  a 
lot  of  them  immediately  sold  their  property  for  whatever  they  could 
get  for  it.  In  our  city  the  papers  are  full  of  real-estate  transfers 
«very  day,  while  in  years  before  if  there  were  three  or  four  or  half 
a  dozen  instead  of  a  column  it  was  the  usual  thing.  Now,  that  is 
simply  as  I  have  foimd  it.  The  people  say,  "  I  do  not  want  to  be 
called  a  profiteer,"  and  they  sell  their  property  for  what  they  can 
get  and  get  out  and  let  somebody  else  stand  the  gaff.  Now,  that  gives 
the  trader  an  opportunity  to  get  in.  The  trader  who  comes  in  under 
those  conditions  is  thick-skinned,  and  he  does  not  care  what  they 
say ;  he  is  there  just  to  make  his  profit,  and  he  sells  to  somebody  else 
at  a  profit  and  they  sell  again  to  another. 

When  the  commissioner  of  the  necessaries  of  life  went  down  there 
in  the  winter  there  was  one  man  who  testified  in  regard  to  a  house 
that  cost  about  $5,000  to  build,  I  think — ^two  or  three  tenement 
houses — and  in  a  few  months  the  price  had  gone  up  to  $15,000,  and 
they  changed  hands  about  a  dozen  times.  Those  men  who  go  in 
under  these  conditions  are  in  there  for  the  temporary'  profit;  they 
do  not  in  any  way  resemble  the  old-fashioned  owner  of  tenement 
property,  who  put  his  spare  cash  into  that  property  and  let  it  stay 
there  year  after  year,  and  it  is  my  experience  that  such  men  in  my 
section  have  never  made  more  than  2  per  cent  net  on  their  property. 
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The  property  that  I  am  interested  in  was  bought  originally  by  my 
father-in-law;  he  was  in  the  wholesale  meat  business,  and  when  he 
had  some  money  and  did  not  know  what  to  do  with  it  he  put  it  into 
real  estate.  The  city  grew  over  a  part  of  it,  and  he  cleared  a  great 
deal,  We  have  now,  perhaps,  200  families  in  that  property,  and  that 
property  has  never  made  in  any  year  more  than  2  per  cent. 

The  Chairman.  You  have  made  more  than  that  in  the  last  few 
years,  have  you  not  ? 

Mr.  Richards.  No,  sir.  In  1915  the  figures  were  about  2  per  cent^ 
and  it  dropped  steadily,  and  I  did  not  pay  much  attention  to  it,  be- 
cause I  was  in  the  Army  until  a  year  ago  last  June.  When  I  got  out 
of  the  Army  and  looked  it  over,  I  found  that  the  prospects  were  that 
'  in  1919  it  would  be  running  at  a  considerable  loss.  The  trustees  who 
were  handling  it  during  that  time  had  gone  on  the  principle  of  not 
raising  the  rents  and  not  making  any  inside  repairs — papering,  paint- 
ing, etc. — but  making  the  necessary  outside  repairs.  The  net  result 
was  simply  this,  that  the  property  was  running  at  a  loss,  and  I  com- 
menced to  raise  the  rents  and  get  it  in  shape.  I  expect  this  year  the 
profit  will  be  about  1.6  per  cent;  and  next  year  I  think  it  will  prob- 
ably be  about  3.5  per  c6nt;  but  it  seems  to  me  that  it  is  absolutely- 
ridiculous  for  people  to  hold  property  and  be  obliged  to  get  along- 
with  such  rents. 

The  Chairman.  Did  you  say  that  you  only  netted  1.6  per  cent  this 
year? 

Mr.  Richards.  Yes. 

The  Chairman.  That  is,  after  paying  your  taxes  ? 

Mr.  Richards.  Yes ;  and  setting  aside  a  reasonable  amount  for  de- 
preciation. 

The  Chairman.  I  mean  your  Federal  income  taxes  and  all  ? 

Mr.  Richards.  The  way  the  property  is  operated,  it  is  held  in  trust 
for  two  beneficiaries,  and  the  beneficiaries  pay  the  income  tax. 

The  Chairman.  I  can  not  understand  how  any  property  rented  to- 
day could  pay  a  return  of  less  than  2  per  cent.  I  can  understand 
how  it  might  have  done  so  in  1913,  1914,  and  1915,  when  there  were 
plenty  of  nouses  and  rents  were  low,  because  I  know  of  other  prop- 
erties that  have  not  paid  more  than  1  or  2  per  cent ;  but  I  do  not  know 
of  any  property  in  New  York  City  that  does  not  pay  more  than  that 
to-day. 

Mr.  Richards.  Well,  it  would  be  perfectly  possible  to  get  more 
rents,  if  we  jammed  them  up  as  high  as  we  could.  We  could  get  it  all 
right,  but  it  has  been  our  policy  to  increase  it  10  to  15  per  cent  at  a 
time,  and  then  go  for  five  or  six  months  and  increase  it  a  little  more ; 
and  it  is  my  firm  intention  to  put  it  a  little  bit  higher.  I  think  we 
should  get  6  or  7  per  cent  after  all  depreciation  is  taken  care  of ;  but 
that  is  the  situation  to-day  with  regard  to  the  old-fashioned  property 
owner,  and  there  are  a  lot  of  them  down  there  who  own  fifty  or  a 
hundred  houses.  They  never  figured  particularly,  but  they  just  took 
the  rent  that  they  get  and  let  it  go,  because  there  was  a  surplus  of 
houses  in  Fall  River  when  this  thing  started.  I  believe  that  that  un- 
reasonable attitude  on  the  part  of  the  tenants  has  driven  out  of  the 
market  the  old-fashioned  real  estate  owners,  who  was  satisfied  with  a 
small  amount  of  return. 

Then,  we  have  a  legislature  with  us,  and  they  have  started  to  put 
in  some  laws  this  year  aimed  at  the  profiteer,  but  they  have  not  nit 
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the  profiteer.  The  commissioner  on  the  necessaries  of  life  in  this 
State  has  done  a  wonderful  work.  They  asked  the  legislature  for 
more  authority,  but  they  got  these  new  rent-profiteering  laws,  which 
further  frightened  out  of  the  market  anyone  who  might  possibly 
think  of  investmg  in  a  tenement  or  in  an  apartment  house.  They 
practically  said  to  Gen.  Sherburne,  "  We  have  given  you  a  law  that 
hits  every  profiteer^  and  you  can  hit  the  real  estate  owner."  Now,  the 
25  per  cent  law — I  do  not  know  how  it  affects  the  man  who  leases 
bj  the  year,  but  the  tenant's  will ;  it  does  not  hit  him  at  all,  for  the 
simple  reason  that  yoji  never  sue  a  tenant  at  will.  If  a  tenant  at  will 
does  not  pay  you,  you  order  him  out,  and  then  you  go  ahead  with  a 
new  tenant;  so  there  is  no  trouble  about  the  25  per  cent  law,  so  far 
as  the  tenant  at  will  is  concerned ;  but  people  hear  these  things,  and 
they  will  not  put  their  money  into  anjthing  while  the  legislature  is 
monkeying  with  it — they  will  not  do  it.  I  have  talked  with  a  great 
manv  of  them,  and  I  say,  "  When  we  start  to  build,  do  you  not  tnink 
we  sliould  adopt  slate  and  brick? "  and  they  say,  "  I  will  never  put 
another  cent  into  it."  They  say,  "  Just  think  of  what  our  family  has 
been  called  because  we  have  raised  the  rents  a  trifle."  Now,  there  is 
your  trouble,  and  if  you  are  going  to  get  the  old-fashioned  property 
owner  back  into  the  game,  you  have  got  to  start  and  teach  the  tenants 
the  enormous  depreciation  on  wooden  houses. 

I  was  asked  in  Fall  River  to  start  a  cooperative  bank.  The  general 
talk  would  be  about  like  this:  You  would  go  into  a  place  and  say,. 
"  How  much  do  you  pay  for  this  tenement  1 "  and  they  would  say, 
"  Well,  Richards  charges  me  $26  for  a  six-room  house,  although  he 
bought  the  property  before  the  prices  of  houses  went  up,  and  it  is 
outrageous."  "Would  you  not  like  to  own  a  house  of  your  own  ?  " 
And  they  answer  "  No."    "  Why  not?  "    "  It  is  cheaper  to  rent." 

The  CHAIRMAN.  I  think  the  trouble  comes  in  that  situation  largely 
from  the  fact  that  the  tenant  gets  the  notion  in  his  head  that  an  old 
house  that  was  built  under  the  old  prices  did  not  cost  as  much,  and 
he  can  not  reason  out  why,  if  that  is  so,  he  should  pay  rent  based  upon 
the  present  building  prices. 

Mr.  Richards.  Exactly.  You  have  got  to  figure  in  your  deprecia- 
tion— what  percentage  of  the  house  is  used  up  this  year — at  the  rate 
it  would  cost  you  to  replace  that  part  this  year. 

The  Chairman.  Well,  of  course,  he  hasn't  got  in  his  mind  the  feel- 
ing that  with  the  shortage  of  houses  the  value  of  every  old  house  has 
increased.  Down  in  New  York  City  it  operates  so  that  nearly  every 
man  who  owns  the  building  built  under  old  conditions  can  get  con- 
siderably more  for  it  than  heretofore,  both  in  the  way  of  rents  and 
in  the  selling  price,  and  the  tenant  feels  that  that  is  unjust  to  him. 
On  the  other  hand,  you  can  not  induce  people  to  build  new  houses — 
new  tenements,  particularly — ^because  they  feel  that  they  have  got 
to  compete  with  all  the  old  houses,  and  you  have  got  to  raise  the  old 
rents  up  to  the  level  of  the  new  ones  in  order  to  have  the  thing  work 
out. 

Mr.  Richards.  Absolutely. 

The  Chairman.  Still,  I  think,  if  I  were  you,  I  would  manage  to 
get  more  than  2  per  cent  on  my  investment  m  property,  under  pres- 
ent conditions. 

Mr.  Richards.  It  is  my  intention  to  do  it,  sir.  I  think  the  trouble 
started  when  the  mills  ov/ned  their  own  tenements,  and  they  did  not 
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figure  on  making  the  large  profit  and  they  inaugurated  the  low  rates. 
I  do  not  think  that  the  figures  I  have  given  you  vary  a  great  deal 
from  those  of  other  owners  down  there,  but  a  great  many  of  those 
people  look  after  the  property  themselves;  they  will  go  around  and 
■collect  their  own  rents ;  they  probably  have  some  other  line  of  busi- 
ness, but  they  do  that  also  and  they  do  not  figure  their  services  in  col- 
lecting the  rents  or  anything ;  and  that  is  why  the  tenants  have  all 
been  educated  to  a  low  rate.  Where  T  am  charging  a  man  $25  a 
month,  he  would  have  to  pay  $50  or  possibly  $60  if  I  were  to  build  a 
new  house  and  give  him  exactly  the  same  as  he  has  now. 

The  Chairman.  I  think  you  people  in  this  splendid  State  will  have 
to  begin  some  propaganda  to  educate  the  people  up  to  understanding 
that  they  will  have  to  pay  a  little  more  for  their  rent. 

Mr.  KicHARDS.  Yes.  feut  the  real  estate  men,  I  find,  will  not  go 
any  further  in  the  game  as  long  as  the  legislature  is  putting  laws 
on  the  books  that  hamper  them.  It  may  be  that  they  are  not  abso- 
lutely a  block,  if  a  man  sits  down  and  studies  it  out,  but  it  is  the 
psycnological  effect  on  everyone.  They  put  their  money  in  first- 
mortgage  bonds  and  make  7  per  cent  with  no  bother  at  all  about  it. 

The  Chairman.  Ts  there^'anything  further  you  think  of  that  you 
would  like  to  say  to  the  committee  that  you  think  might  be  helpful 
in  solving  this  problem? 

Mr.  Richards.  No,-  Senator ;  I  think  that  is  all. 

The  Chairman.  We  thank  you  very  much,  sir. 

Mr.  Richards.  Not  at  all. 

Mr.  Fay.  We  would  like  to  call  Mr.  Greorge  E.  Brock,  president  of 
the  Home  Savings  Bank,  and  also  a  member  of  the  rent  and  housing 
committee  of  Boston. 

STATEMENT  OF  ME.  OEOBOE  E.  BBOCE,  PRESIDENT  OF  THE  HOME 
SAVINOS  BANK,  BOSTON,  MASS.,  ALSO  A  MEMBEB  OF  THE  BENT 
AND  HOUSING  COMMITTEE  OF  BOSTON. 

The  Chairman.  Mr.  Brock,  I  believe  you  are  president  of  the 
Home  Savings  Bank  of  this  city? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  That  is  a  mutual  savings  bank? 

Mr.  Brock.  Yes;  a  mutual  savings  bank. 

The  Chairman.  How  old  is  that  bank? 

Mr.  Brock.  Fifty  years. 

The  Chairman.  And  what  are  your  deposits? 

Mr.  Brock.  Thirty-one  million. 

The  Chairman.  What  percentage  of  your  deposits  or  of  your  re- 
sources are  loaned  on  bond  and  mortgage? 

Mr.  Brock.  About  50  per  cent. 

The  Chairman.  And  what  is  the  limit  fixed  by  the  statute  ? 

Mr.  Brock.  Seventy  per  cent. 

The  Chairman.  The  percentage  that  you  have  loaned  on  bond  and 
mortgage  is  that  about  the  average  of  all  the  savings  banks  in  the 
State? 

Mr.  Brock.  I  think  it  is  a  trifle  higher ;  not  much.  I  think  in  the 
State,  if  my  remembrance  is  correct,  that  it  is  about  48  per  cent. 
I  think  we  are  about  50. 
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The  Chairman.  In  what  general  line  of  securities  is  the  balance 
of  your  resources  invested? 

Mr.  Brock.  Liberty  bonds,  railroad  bonds,  city  and  town  bonds, 
and  what*  is  known  in  Massachusetts  as  personal  collateral — loans  to 
mills  with  selling-house  indorsement,  loans  on  collateral,  and  such 
as  that. 

The  Chairman.  You  are  permitted  to  loan  on  security  of  that 
kind  in  this  State? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  What  percentage  of  your  deposits  have  you  loaned 
on  the  latter  securities? 

Mr.  Brock.  Well,  we  have  about  $8,000,000,  I  think ;  that  would 
be  nearly  25  per  cent. 

The  (Jhairman.  What  interest  rate,  or  about  what  interest  rate,  do 
jou  receive? 

Mr.  Brock.  At  the  present  time  we  are  getting  anywhere  from  7 
to  8  per  cent  for  six  months.  Of  course  you  nave  asked  me  the 
question  in  one  of  the  glorious  times,  so  far  as  loaning  money  goes. 

The  Chairman.  Yes.  There  are  higher  rates  now  than  ever 
before? 

Mr.  Brock.  Yes ;  I  have  seen  the  time  when  we  got  3^  per  cent. 

The  Chairman.  Yes.  What  rate  are  you  charging  on  your  real 
estate  mortgages? 

Mr.  Brock.  Six  per  cent. 

The  Chairman.  Is  that  fixed  by  law? 

Mr.  Brock.  No. 

The  Chairman.  There  is  no  law  in  tlys  State  fixing  the  rate  of 
interest  on  real  estate  mortgages?  , 

Mr.  Brock.  No. 

The  Chairman.  What  rate  did  you  charge  on  real  estate  mortgages 
before  the  present  rate? 

Mr.  Brock.  It  ran  anywhere  from  4  to  5  per  cent.  On  down- 
town property  here  it  was  4  per  cent;  on  suburban  real  estate,  dwell- 
ings, it  was  5  per  cent.    That  was  very  jgenerally  the  rate. 

The  Chairman.  For  the  rates  on  ordinary  dwelling  houses  in  the 
outlying  sections  of  the  city  and  in  the  suburbs  average  around  5  per 
cent  ? 

Mr.  Brock.  Prior  to  this  period,  yes;  they  averaged  about  5  per 

cent. 

The  Chairman.  And  to-day  they  average  6  ? 

Mr.  Brock.  They  wiU  average — ^well,  yes;  I  have  asked  the  ques- 
tion of  very  many  of  the  men  in  the  mutual  savings  banks  and  I  have 
not  heard  of  any  rates  on  dwellings  above  6  per  cent.  There  are 
some  of  them  that  are  still  charging  5^  per  cent,  I  imderstand. 

The  Chairman.  The  treasurer  oi  the  Springfield  Bank  yesterday 

said  it  was  5^. 

Mr.  Brock.  Yes ;  I  have  that  bank  in  mind.  I  know  that  Spring- 
field has  been  cliarging  5^. 

The  Chairman.  Are  you  charging  more  than  6  per  cent  on  any  of 
your  mortgage  loans  ? 

Mr.  Brock.  I  have  one  mortgage  that  was  taken  about  two  weeks 
ago  that  I  am  getting  7  per  cent  on ;  but  that  is  not  on  a  dwelling;  it 
is  on  a  business  property,  where  we  thought  it  was  justified.  That  is 
the  only  one,  however. 
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The  Chairman.  How  much  is  the  loan  on  that? 

Mr.  Brock.  That  is  $75,000. 

The  Chairman.  Are  you  taking  all  of  the  mortgages  that  are  pre- 
sented to  you,  within  your  percentage  of  loan  capacity,  that  you 
would  formerly  take? 

Mr.  Brock,   lou  ask  if  I  am  taking  all  that  comes  in  to  me? 

The  Chairman.  Yes. 

Mr.  Brock.  I  can  not  say  that  I  am,  but  we  are  taking  all  that  we 
think  we  ought  to  take.  1  may  say  that  we  examine  the  property^ 
and  if  the  loan  comes  within  the  scope  of  the  investment,  we  take  it. 
We  do  not  turn  it  down  just  because  it  is  a  mortgage.  As  a  matter, 
of  fact,  we  have  taken  so  many  since  the  1st  of  April  that  I  had  to 
shut  off  here  a  week  ago  taking  any  more  applications  for  the  reason 
that  we  did  not  have  the  money.  However,  that  condition  may 
change;  and  in  that  time  it  is  only  fair  to  say  that  we  have  with- 
drawn over  half  a  million  dollars  that  we  could  easily  get  8  per  cent 
on,  and  put  it  into  mortgage  loans. 

The  Chairman.  So  that  you  are  doing  all  that  you  really  believe 
you  have  to  do,  having  in  mind  safe  banking  methods? 

Mr.  Brock.  1  should  say,  yes.  Since  the  1st  of  April  we  have 
taken  86  new  mortgage  loans  that  have  been  put  througn. 

The  Chairman.  jHow  many  ? 

Mr.  Brock.  Eighty-six,  amounting  to  $1,419,000.  There  are  33 
that  we  have  agreed  to  take,  the  titles  to  which  we  have  not  had  ex- 
amined, amounting  to  $278,500,  making  a  total  of  $1,697,600  since  the 
1st  of  April ;  and  the  personal  loans  account  in  that  time  has  shrunk 
$642,600. 

The  Chairman.  Is  your  percentage  of  loans  on  bonds  and  mort- 
gages to-day  as  great  as  your  percentage  five  years  ago,  based  upon 
your  total  deposits  ? 

Mr.  Brock.  I  think  it  is  greater.  I  think  we  have  kept  up  about 
50  per  cent  right  along.  We  would  have  gone  higher,  but  we  have 
had  loans  paid  and  it  has  kept  the  percentage  down. 

The  Chairman.  Is  there  a  law  in  this  State  upon  which  you  base 
the  percentage  upon  which  you  may  loan  a  man  upon  bond  and 
mortgage  ? 

Mr.  Brock.  No;  the  law  in  this  State  permits  us  to  loan  60  per 
cent  of  what  we-think  is  a  fair  valuation  of  the  property. 

The  Chairman.  That  is  what  I  meant  to  ask  you. 

Mr.  Brock.  Yes. 

The  Chairman.  And  in  the  old  days  you  probably  followed  that 
literally.  What  is  the  present  basis  upon  which  you  are  loaning 
monev  s 

Mr.  Brock.  It  is  not  much  different.  I  might  just  as  well  say  that 
up  to  the  present  time  we  have  been  unwilling  to  recognize  what  we 
believe  is  inflation.  We  do  not  believe  that  this  high  level  of  prices 
is  permanent  and  we  govern  ourselves  accordingly  in  taking  loans. 

The  Chairman.  The  evidence  submitted  here  to-day  and  yesterday 
indicates  that  building  construction  costs  are  about  140  per  cent 
higher  to-day  than  five  years  ago. 

Mr.  Brock.  Yes. 

The  Chairman.  You  have  not  attempted  to  follow  that  up,  have 
you? 
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Mr.  Brock.  That  is,  in  loaning? 

The  Chairman.  Xes. 

Mr.  Brock.  No.    I  am  frank  to  say  that  we  resisted  it. 

The  Chairman.  You  are,  however,  loaning  more  money  to-day 
upon  new  houses — actual  cash  money — than  you  loaned  on  a  like 
building  four  or  five  years  ago? 

Mr.  Brock.  Well,  as  a  matter  of  fact,  I  should  say  to  you  that  of 
this  $1,697,600  of  mortgages  very,  very  little  is  on  new  construction. 
It  is  mostly  all  on  buildings  that  have  been  constructed  for  some  time. 

The  Chairman.  What  percentage  of  the  present-day  cost  would 
your  savings  bank  loan — I  mean  on  newly  constructed  dwellings? 

Mr.  Brock.  I  do  not  know  that  I  could  fix  that  exactly.  I  can. 
however,  give  you  my  opinion,  but  I  do  not  Ipow  whether  it  would 
be  the  opinion  of  my  committee.  I  want,  first,  to  say  that  I  have  had 
very,  very  little  demand  for  mortgages  on  new  construction — very, 
Tery  little  demand,  indeed.  We  have  not  been  obliged  to  turn  them 
<iown;  they  have  not  applied  to  us  for  them.  My  personal  opinion 
is  this,  that  if  you  striKe  somewhere  between  the  cost  of  the  present 
time  and  the  cost  as  of  the  time  before  this  war  period  you  will  about 
hit  upon  what  buildings  will  cost,  we  will  say,  m  5  or  10  years  from 
now.  That  is  my  personal  opinion ;  I  do  not  know  whetner  that  is 
right  or  wrong. 

The  Chairman.  And  your  bank  is  going  on  that  basis,  practically? 

Mr.  Brock.  Well,  I  can  not  say  that  we  have  loaned  any  money  on 
that  basis  for  the  leason  that,  as  I  tell  you,  we  have  not  had  but  one 
or  two  applications,  and  they  wanted  so  much  that  it  appeared  to  us 
that  in  five  years  after  the  builder  had  sold  his  property  and  it  had 
fallen  into  somebody's  hands  that  we  might  have  a  piece  of  property 
on  our  hands  that  would  be  worth  less  than  the  face  of  the  mortgage, 
so  we  did  not  take  them. 

The  Chairman.  But  if  you  were  loaning  on  new  construction  you 
would  about  foUow  the  basis  you  named  a  moment  ago,  would  you? 

Mr.  Brock.  I  think  so. 

The  Chairman.  A  house  that  cost  $8,000  before  the  war,  assuming 
that  you  would  loan  60  per  cent  on  that  house,  would  carry  a  mort- 
gage of  $4,800.  If  that  house  cost  150  per  cent  more  to  build  to-day, 
that  would  be  $20,000  it  would  cost  to-day,  and  60  per  cent  of  that 
would  be  $12^000? 

Mr.  Brock.  Yes. 

The  Chairman.  That  would  be  a  great  deal  more  than  the  building 
cost — ^the  loan  would  be — four  or  five  years  ago  ? 

Mr.  Brock.  Yes. 

The  Chairman.  And  you  would  probably  loan  between  40  and  45 
percent  on  that? 

Mr.  Brock.  Yes. 

The  Chairman.  Which  would  be  about  $9,000  ? 

Mr.  Brock.  Yes. 

The  Chairman.  Or  perhaps  about  $8,000  ? 

Mr.  Brook.  Assuming  that  the  figures  are  correct  and  that  the 
location  is  all  right. 

The  Chairman.  Yes;  and  the  man  and  all  the  other  things? 

Mr.  Brock.  Yes ;  and  the  rentals  of  the  building. 

The  Chairman.  And  the  character  of  the  building? 
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Mr.  Brock.  Yes ;  and  its  location  and  everything  of  that  sort  must 
be  taken  into  consideration.  ^ 

The  Chairman.  And  the  value  of  the  bond  of  the  man  who  is  build- 
inff  it? 

Mr.  Brock.  Yes. 

The  Chairman.  And  all  the  circumstances  surrounding  it  ? 

Mr.  Brock.  Yes. 

The  Chairman.  And  that  makes  it  very  difficult  to  work  this  whole 
thing  out. 

Mr.  Brock.  Very  difficult,  sir. 

The  Chairman.  Because  you  are,  after  all,  simply  a  trustee  of  other 
people's  funds? 

Mr.  Brock.  That  isiit  exactly. 

The  Chairman.  And  you  have  a  great  responsibility  ? 

Mr.  Brock.  Exactly. 

The  Chairman.  To  the  people  whose  trustee  you  are  ? 

Mr.  Brock.  Yes. 

The  Chairman.  I  can  not  find  any  fault  with  you  for  being  careful^ 
but  I  do  realize  how  very  difficult  the  situation  is.  Personally,  I  be- 
lieve that  we  are  going  to  very  nearly  keep  up  this  present  standard 
of  prices. 

Mr.  Brock.  How  long? 

The  Chairman.  I  think,  perhaps,  if  they  go  down  25  per  cent  that 
will  be  the  limit  of  the  decrease. 

Mr.  Brock.  How  long  do  you  think  thtit  is  going  to  last.  Senator  ? 

The  Chairman.  Well,  your  guess  would  be  as  good  as  mine,  but  I 
do  not  believe  we  are  gomg  to  have  greatly  lower  costs  in  building 
for  several  years. 

Mr.  Brock.  Well,  then,  we  have  got  to  revolutionize  the  idea  of  the 
people  in  regard  to  pacing  rent,  rfow,  I  heard  it  said  here  yester- 
day that  the  difficulties  in  the  situation  to-day  were  the  ques- 
tions of  financing  loans  and  transportation.  I  do  not  put  it  just 
that  way.  The  first  difficulty  we  meet  is  that  the  man  who 
ordinarily  has  been  building  apartment  houses  does  not  dare  to 
start  in  to  build  a  house  to-day  for  fear  that  he  can  not  get  an  ade- 
quate return,  and  he  does  not  come  to  us  and  ask  us  to  finance  it. 
Now,  I  think  that  is  where  it  all  starts.  The  speculative  builder  is 
out  of  business,  and  the  man  who  would  build  lor  investment,  with 
all  the  objections  raised  to  paying  high  rents  to-day,  is  fearful  lest 
after  he  has  put  his  money  in  he  can  not  get  an  adequate  return.  I 
think  that  is  the  first  thing  we  start  with. 

Then  there  is,  of  course,  great  difficulty  in  financing — absolutely 
there  is  bound  to  be,  because  those  of  us  who  are  charged  with  the 
keeping  of  this  money  for  the  people,  and  who  must  pjay  them  a 
hundred  cents  on  a  dollar,  look  askance  at  the  level  of  prices  to-day. 
We  do  not  believe  that  they  are  going  to  hold  on  the  basis  that 
there  never  was  a  time  when  there  was  an  upswing  but  what  a  lot  of 
people  said  it  was  going  to  be  permanent ;  and,  inversely,  when  you 
get  the  downgrade,  that  low  money  will  be  permanent.  I  do  not 
believe  that  we  are  going  back  to  the  old  level  of  prices,  but  I  do  not 
believe  that  this  level  of  prices  is  going  to  hold.  Then,  transportation, 
as  we  all  know,  has  been  wretched  for  months  and  months,  and  such 
equipment  as  the  railroads  have  has  been  hampered  very  greatly. 
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You  have  got  to  take  those  three  things,  and  I  think  there  is  where 
our  diflSculty  is  to-day.  We  are  going  to  work  out  of  it,  of  course, 
somehow. 

The  Chairman.  Mr.  Brock,  is  there  need  of  legislation,  do  you 
think,  to  increase  the  amount  of  money  available  for  financing  build- 
ing to-day,  or  can  the  present 

Mr.  Brock  (interposing).  No,  Mr.  Chairman,  I  do  not  think  feo. 
Our  difficulty  to-day  is  largely,  I  believe,  that  the  people  are  think- 
ing wrongly.  They  are  all  trying  to  get  something  for  nothing,  and 
that  will  not  work.  When  the  -^nencan  people — ^the  whole  of  us — 
get  ready  to  put  our  hands  to  the  oar  and  begin  to  pull  against  the 
stream  rather  than  traveling  with  it,  we  will  begin  to  get  out  of  this 
thing.  I  believe  that  the  way  out  of  this  thing  is  through  individual 
effort  of  the  American  people,  which  spells  pretty  nearly  "  thrift.'^ 
We  blew  up  at  the  time  of  the  armistice,  and  weJiave  been  going  at  a 
pretty  swift  gait  ever  since,  and  now  we  have  got  to  get  down  to 
earth,  and  each  man  has  got  to  conserve  what  comes  into  his  hands 
rather  than  trying  to  spend  it  all.  I  do  not  believe  we  are  going  to 
get  out  until  the  American  people  get  into  that  frame  of  mind — 
although  I  think  it  is  a  good  deal  better  than  it  was  a  year  ago.  I 
think  it  is  coming. 

The  Chairman.  Your  deposits  have  been  increasing  right  along? 

Mr.  Brock.  Up  to  the  1st  of  April  we  had  our  nominal  increase, 
excepting  the  vear  of  the  war.  Smce  the  1st  of  April  we  have  not 
increased  in  the  same  proportion  we  did  in  other  years.  That  is 
easily  traceable — ^the  cause  of  that  decrease. 

The  Chairman.  To  what  do  you  trace  it,  please  ? 

Mr.  Brock.  Well,  first  to  causes  which  are  always  prevalent  when 
we  have  hi^h-money  rates.  People  see  an  opportunity  of  buying  a 
7  per  cent  investment,  or  an  8  per  cent  investment,  and  they  come 
to  us  and  withdraw  their  money.  We  always  get  that  in  a  time 
of  high-money  rates.  In  addition  to  that,  we  have  had  two  other 
conditions  which  have  operated  against  us:  First,  Liberty  bonds 
have  sold  at  a  very  good  rate  of  interest.  One  issue  of  Liberty  bonds 
went  down  to  81,  and  the  next  morning  we  had  quite  a  number  of 
people  in  drawing  their  money  out. 

The  Chairman.  And  going  out  and  buying  Liberty  bonds? 

Mr.  Brock.  Yes. 

Mr.  Meyer.  Then  you  think  that  the  high  return  on  Government 
securities  which  now  exists  tends  to  keep  savings  out  of  the  savings 
banks  ? 

Mr.  Brock.  I  think  it  does ;  yes. 

Mr.  Meter.  Your  bank,  I  assume,  has  been  a  large  purchaser  of 
Government  bonds  in  the  last  few  years  ? 

Mr.  Brock.  Yes ;  we  have  about  10  per  cent. 

Mr.  Meter.  Ten  per  cent  of  your  deposit  and  capital? 

Mr.  Brock.  Yes;  in  Government  bonds. 

Mr.  Meter.  And  I  suppose  you  still  buy  some  ? 

Mr.  Brock.  Well,  we  have  not  very  recently.  We  have  not  had 
the  money. 

Mr.  Meter.  On  account  of  not  having  funds? 

Mr.  Brock.  Yes. 

Mr.  Meter.  Do  you  know  how  many  depositors  in  savings  banks 
there  are  in  this  State  ? 
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Mr.  Brock.  Two  million  two  hundred  thousand,  I  think. 

Mr.  Meyer.  And  what  is  the  population  of  the  State? 

Mr.  Brock.  Well,  I  do  not  know  exactly.  Something  like  3,000,- 
000,  is  it  not,  or  3,500,000  ?    That  is  my  guess. 

Mr.  Meyer.  So  you  would  estimate  that  over  50  per  cent  of  the 
population  of  the  State  have  savings  bank  accounts? 

Mr.  Brock.  Well,  roughly  speaking,  ves. 

Mr.  Meyer.  If  Liberty  bonds  and  Government  securities  would 
yield,  say,  in  the  neighborhood  of  4|  per  cent  instead  of  5}  per 
cent,  as  they  do  now — referring  to  the  second,  third,  and  fourth 
Liberty  loans  and  the  Victory  loan — would  that  tend  to  bring  sav- 
ings into  your  institution  ? 

Mr.  Brock.  I  would  not  say  that  it  would. 

Mr.  Meyer.  You  think  it  would? 

Mr.  Brock.  I  would  not  say  it  would. 

Mr.  Meyer.  You  would  not? 

Mr.  Brock.  No. 

Mr.  Meyer.  You  do  not  think  it  would  affect  it? 

Mr.  Brock.  No. 

Mr.  Meyer.  Would  it  prevent  withdrawals,  such  as  you  mentioned, 
for  the  purpose  of  buying  Government  securities  ? 

Mr,  Brock.  Well,  I  would  not  want  to  give  the  impression  that 
there  have  been  large  withdrawals,  for  the  reason  that  so  many 
people  who  bought  Liberty  bonds  at  par  are  now  holding  them, 
failing  to  get  over  85  or  90;  and  I  think  that  has  kept  quite  a  few 
people  from  buying  Liberty  bonds  as  freely  as  they  otherwise 
would. 

Mr.  Meyer.  Have  not  some  people  bought  additional  amounts  on 
account  of  the  decline? 

Mr.  Brock.  Well,  not  savings-bank  people. 

Mr.  Meyer.  You  think  not? 

Mr.  Brock.  Yes. 

Mr.  Meyer.  You  just  said  that  when  they  went  to  81  you  had 
-withdrawals. 

Mr.  Brock.  Surely;  but  the  average  depositor  in  a  savings  bank 
has  about  $400  to  his  credit.  Of  course,  there  are  those  who  have  a 
thousand,  or  two  thousand,  and  those  are  the  fellows  who,  when 
money  is  up  to  7  per  cent,  come  in  and  withdraw,  and  those  are  the 
depositors  who  want  Government  bonds  wheij  they  go  down  to  81. 

Mr.  'Meyer.  What  interest  do  vou  pay  ? 

Mr.  Brock.  Four  and  one-hair  per  cent. 

Mr.  Meyer.  Then  when  Government  bonds  go  down  and  the  in- 
terest yield  is  high,  and  these  other  investments  are  offered  on  a  7  or 
8  per  cent  basis,  it  interferes  with  your  deposits? 

Mr.  Brock.  The  larger  depositor  comes  in  and  draws  his  money — 
a  certain  number  of  them,  who  do  some  thinking. 

Mr.  Meyer.  From  the  lact  that  there  are  some  deposits  withdrawn, 
is  it  not  a  fair  assumption  that  there  are  some  people  with  money 
who  do  not  deposit  it,  who  would  otherwise  do  so;  m  other  words, 
that  some  do  not  come  to  you  that  might  come  ?  Of  course,  you  can 
not  tell  about  that,  but  it  would  seem  to  be  a  fair  assumption. 

Mr.  Brock.  It  would  seem  fair  to  assume,  yes;  that  some  would 
€ome  to  us. 
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Mr.  Meter.  You  think,  then,  that  very  high  yields  on  Government 
securitie.s  and  other  securities  which  depend  to  a  great  extent  upon 
the  fundamental  basis  of  Government  credit  would  interfere  with 
your  savings  being  increased  as  rapidly  as  they  otherwise  would, 
generally  speaking? 

Mr.  Brock.  A  high  rate  of  interest  on  a  Government  security,  well 
advertised,  I  believe,  would  have  a  very  appreciable  effect  upon 
deposits  in  savings  banks.    Does  that  answer  your  question  ? 

Mr.  Meyer.  Yes. 

Mr.  Brock.  A  4t3  per  cent  rate,  not  advertised,  but  sold  in  the 
ordinaiy  way,  I  do  not  believe  would  have  an  appreciable  effect  upon 
the  savings  banks.  A  savings-bank  deposit  is  easier  to  be  gotten  at 
than  a  Government  bond,  and  the  people  here  for  100  years  have 
been  taught  in  the  way  of  mutual  savings  banks,  and  a  certain  num- 
ber will  stick  to  them,  because  they  can  get  their  money  any  time 
they  want  it. 

Mr.  Meyer.  Then  you  believe  that  the  savings  bank  is  the  most 
practicable  and  the  most  easily  understood  form  of  taking  care  of 
the  funds  of  the  masses  of  the  people  ? 

Mr.  Brock.  Yes;  I  do. 

Mr.  Meyer.  Thank  you,  sir. 

Mr.  Brock.  I  believe  that  has  been  demonstrated  in  this  State. 

The  Chairman.  Mr.  Brock,  what  are  the  total  savings  deposits  in 
this  State? 

Mr.  Brock.  If  you  will  excuse  me,  I  want  to  get  the  third  thing  out 
which  has  caused  our  deposits  to  remain  about  on  an  even  keel. 

The  Chairman.  Yes;  go  ahead. 

Mr.  Brock.  People  have  been  driven  to  buy  their  homes  who  never 
thought  they  wanted  to  own  a  home  before.  They  have  a  deposit  in 
a  savings  bank,  and  they  go  in  and  draw  the  money  and  pay  it  on 
the  equity.  Now,  there  are  those  three  things  that  have  been  operat- 
ing against  the  growth  of  our  savings-bank  deposits  since  April  1. 
Now,  what  was  your  question.  Senator? 

The  Chairman.  Your  rate  of  interest  on  deposits  to-day  is  4rJ 
per  cent? 

Mr.  Brock.  Yes,  sir. 

The  Chairman.  Has.it  been  4^  per  cent  right  along? 

Mr.  Brock.  It  was  4  per  cent  up  to  1914,  I  think,  or  1915.  It  is 
4J  per  cent  now. 

The  Chairman.  Is  that  the  prevailing  rate  of  interest  throughout 
the  State? 

Mr.  Brock.  Well,  there  are  some  or  a  few  of  the  savings  banks 
throughout  the  State  that  are  paying  6  per  cent,  but  there  are  some 
that  are  paying  4  per  cent.  I  think  there  are  more  of  them — you 
can  get  the  information  absolutely  from  the  commission's  reports — 
but  I  think  there  are  more  of  them  who  are  paying  4^  per  cent.  It 
might  be  interesting  to  you  to  know  that  the  mutual  savings  banks  of 
Massachusetts  distributed  amongst  their  depositors  this  last  year,  or 
the  year  ending  October  31  last,  about  80  per  cent  of  all  they  earned. 
You  get  my  meaning,  do  you  ? 

The  Chairman.  Yes;  about  how  much? 

Mr.  Brock.  About  80  per  cent  of  all  we  earned. 

The  Chairman.  Eighty  per  cent? 
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Mr.  Brock.  Yes. 

The  Chairman.  I  thought  you  said  eight. 

Mr.  Brock.  No;  80  per  cent  of  all. they  earned.  The  average  rate^ 
I  believe,  was  about  5.20  gross,  and  they  distributed  about  80  per  cent 
of  that  to  their  depositors.  A  certain  amount  of  it  had  to  go  for 
expenses  and  taxes,  and  then  a  certain  amount,  by  law,  goes  to  the 
guaranty  fund,  and  the  rest  to  the  profit-and-loss  accoimt. 

Mr.  Miller.  What  was  the  operating  expense — what  percentage? 

Mr.  Brock.  You  will  find  that  all  in  the  commission's  report.  It 
is  imder  a  half  of  1  per  cent. 

The  Chairman.  The  suggestion  has  been  made  to  the  committee 
that  what  we  need  in  order  to  supply  money  for  building  pur- 
poses and  for  industries  generally  is  a  repeal  of  the  excess-profits 
taxes  and  a  modification  of  the  surtaxes,  believing  that  if  we 
do  that  we  will  take  away  or  tax  away  from  the  exempt  securities 
a  good  deal  of  money  and  that  it  will  be  put  back  into  business 
generally.    What  do  you  think  of  that? 

Mr.  Brock.  I  think  it  wordd  be  a  good  thing.  I  think  it  ought 
to  be  done.  If  they  keep  on  as  they  are  going  under  the  present 
system  there  will  not  be  any  incentive  for  any  man  to  save. 

The  Chairman.  Of  course,  if  we  do  that,  we  will  need  to  raise 
money  from  some  other  source  to  support  the  Government  and  to 
pay  the  interest  on  our  debt,  and  to  amortize  our  debt.  Do  you  think 
that  the  system  suggested  by  some,  of  a  tax  on  expenditures,  would 
be  a  good  thing? 

Mr.  Brock.  Well,  I  am  not  now  an  expert  on  taxation.  I  do  not 
feel  that  I  know  enough  about  it  to  say. 

The  Chairman.  Thank  you,  very  much,  Mr.  Brock.  Is  there  any- 
thing further  that  vou  think  would  be  helpful  to  the  committee  in  a 
solution  of  its  problems  ? 

Mr.  Brock,  rf o.  Senator ;  I  think  that  is  all  I  care  to  say. 

The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Brock.  Thank  you,  Senator. 

Mr.  Fay.  Now,  we  will  have  Mr.  George  O.  Bridges,  of  the 
Worcester  Home  &  Equity  Cooperative  Bank,  Worcester,  Mass. 

STATEMENT  OF  ME.  OEOBOE  0.  BBIDOES,  BEPEESENTINa  THE 
WOECESTEB  HOME  &  EQIIITY  COOPEBATIVE  BANK,  WOE- 
CESTEE,  MASS. 


The  Chairman.  Mr.  Bridges,  you  are  the  president  of  this 

Mr.  Bridges  (interposing).  The  treasurer. 

The  Chairman.  The  treasurer? 

Mr.  Bridges.  Yes. 

The  Chairman.  And  your  concern  is  what? 

Mr.  Bridges.  You  call  it  a  building  and  loan  association — ^the  rest 
of  the  country. 

The  Chairman.  It  is  conducted  along  the  lines  of  our  building  and 
loan  associations  in  New  York? 

Mr.  Bridges.  The  same  thing.    We  belong  to  the  same  league. 

The  Chairman.  You  operate  along  the  same  lines  that  they  do? 

Mr.  BRrooES.  Practically,  although  we  consider  them  better. 

The  Chairman.  Can  you  tell  us  the  total  deposits  in  your  coopera- 
tive banks? 
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Mr.  Bridges.  $154,000,000,  nearly  $155,000,000.  To  be  exact,  $154,- 
879,638. 

Mr.  Meyer.  That  is.  all  over  the  country? 

Mr.  Bridges.  No;  tnat  is  Massachusetts.  It  is  2,000,000,000  over 
the  country,  I  think. 

Mr.  Miller.  That  is,  in  addition  to  the  billion  in  the  savings  banks? 

Mr.  Bridges.  Yes. 

The  Chairman.  Your  funds  are  deposited  in  weekly  installments? 

Mr.  Bridges.  Monthly. 

The  Chairman.  Is  there  a  fine  on  a  member  if  he  fails  to  meet  his 
monthly  installment? 

Mr.  Bridges.  Yes. 

The  Chairman.  That  is,  on  the  depositor  ? 

Mr.  Bridges.  Yes. 

The  Chairman.  Will  you  explain  to  us  just  how  that  operates? 

Mr.  Bridges.  Yes.  A  man  a^ees  to  take  so  many  shares  a  month, 
on  the  basis  of  $1  per  share.  iTow,  if  he  does  not  make  his  payment, 
he  pays  a  fine  of  2  cents  for  each  month  in  arrears.  A  great  many 
bar^s  also  charge  2  per  cent  in  the  way  of  a  fine  on  their  interest,  if 
not  paid.  Our  cooperative  banks  in  Worcester  only  charge  1  per 
cent.  It  really  means  1^  per  cent  on  the  borrower,  if  he  does  not 
make  his  monthly  payments. 

The  Chairman.  Is  the  rate  of  interest  that  you  pay  to  your  de- 
positors fixed  by  law  ? 

Mr.  Bridges.  No  ;  it  is  governed  by  the  directors. 

The  Chairman.  What  interest  does  your  particular  bank  pay? 

Mr.  Bridges.  For  more  than  40  years  never  less  than  5^  per  cent. 

The  Chairman.  Is  that  about  the  average  of  the  banks  in  the 
State? 

Mr.  Bridges.  The  average,  I  think^  at  the  present  time  is  5.20. 

The  Chairman.  This  money  deposited  in  your  bank,  after  a  suffi- 
cient sum  is  accumulated,  you  loan  to  the  members  to  buy  homes? 

Mr.  Bridges.  Exactly. 

The  Chairman.  Upon  what  rate  of  interest? 

Mr.  Bridges.  Our  present  rate  is  6  per  cent. 

The  Chairman.  Does  that  include  all  interest  of  every  character? 

Mr.  Bridges.  Of  every  character,  provided  he  makes  his  payments 
on  time. 

The  Chairman.  And,  in  addition  to  that,  you  rec^uire  him  to  make 
certain  payments  each  month  on  account  of  the  principal  ? 

Mr.  Bridges.  Yes;  if  a  man  borrows  $3,000,  he  pays  $15  dues,  or 
really  principal,  although  we  call  it  dues. 

The  Chairman.  That  is,  he  pays  $15,  which  you  call  "dues,'* 
which  is  really 

Mr.  Bridges  (interposing).  A  sinking  fund. 

The  Chairman.  And  then  can  you  estimate  in  advance,  or  figure 
definitely  in  advance,  how  long  it  will  take  that  man  to  pay  off  his 
mortgage  ? 

Mr.  Bridges.  Twelve  years,  approximately.  We  just  got  a  pay- 
ment last  week.  He  paid  the  August  payment,  but  he  got  back 
$200.49 :  so  he  really  paid  11  years  10^  months. 

The  Chairman.  So  at  the  end  of  12  years  he  has  his  house  free 
and  clear? 
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Mr.  Bridges.  Absolutely. 

The  Chairman.  I  know  something  of  the  operation  of  building 
associations,  and  I  wanted  to  understand  yours.  I  see  that  your 
scheme  is  essentially  the  same  as  ours  in  New  York. 

Mr.  Bridges.  Yes. 

The  Chairman.  You  have  about  $154,000,000,  did  you  say! 

Mr.  Bridges.  Yes ;  about  $154,000,000. 

The  Chairman.  Deposited  to-day  in  your  association? 

Mr.  Bridges.  Yes;  the  total  assets  of  the  combined  cooperative 
banks  of  Massachusetts. 

The  Chairman.  Have  you  a  greater  demand  for  loans  to-day  than 
you  can  meet? 

Mr.  Bridges.  Very  much. 

The  Chairman.  And  greater  than  you  have  ever  had  before? 

Mr.  Bridges.  Not  to  any  great  extent.  Possibly  in  1913  and  1907, 
of  course,  when  the  savings  banks  did  not  function,  we  really  had  to 
fill  the  gap. 

The  Chairman.  You  loan  all  of  your  assets  on  bond  and  mort- 
gage? 

Mr.  Bridges.  Practically.  Of  course,  we  can  invest  in  city  bonds 
and  other  bonds,  but  they  pay  such  a  small  dividend,  as  a  general 
thing,  that  we  can  not  afford  U>  do  it. 

The  Chairman.  What  other  securities  have  you  got  your  money 
invested  in  ? 

Mr.  Bridges.  Nothing  but  our  shares.  If  you  have  a  book  with 
$500,  we  loan  $450  on  it.  The  law  allows  80  per  cent,  but  present 
practice  does  not  quite  come  to  that. 

The  Chairman.  The  law  permits  you  to  loan  80  per  cent  on  your 
property  ? 

Mr.  Bridges.  Yes ;  of  our  valuation. 

The  Chairman.  And  you  loan  a  member  how  much  on  his  book? 

Mr.  Bridges.  Ninety  per  cent. 

The  Chairman.  Have  you  had  any  foreclosures? 

Mr.  BRmGEs.  Very  few.  I  have  not  had  one  for  two  years,  in  three 
banks.  At  present  1  have  only  one  piece  of  property,  out  of  $5,000,- 
000,  that  is  in  our  possession. 

The  Chairman.  Your  bank  has  $5,000,000? 

Mr.  Bridges.  My  three  banks. 

The  Chairman.  And  you  only  have  one  piece  of  property? 

Mr.  Bridges.  Yes. 

The  Chairman.  Is  the  maximum  that  you  can  loan  fixed  by  law? 

Mr.  Bridges.  Yes ;  $8,000  is  the  limit. 

The  Chairman.  Then  your  loans  are  all  on  dwelling  houses,  and 
not  on  business  properties? 

Mr.  Bridges.  jT es. 

The  Chairman.  Or  apartment  properties? 

Mr.  Bridges.  No  ;  nor  garages. 

The  Chairman.  Garages;  does  the  law  forbid  you  to  loan  on 
garages? 

Mr.  Bridges.  No  ;  we  can  loan  even  on  vacant  land,  if  we  want  to, 
but  our  policy  is  not  to  do  so. 

The  (JHAIRMAN.  You  say  there  is  a  greater  demand  for  money  to- 
day than  you  can  meet? 
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Mr.  Bridges.  Yes,  sir. 

The  Chairman.  Have  you  any  suggestion  to  make  to  the  committee 
that  you  think  would  relieve  this  situation  ? 

Mr.  Bridges.  Yes;  I  have  one.  I  do  not  know  just  how  much 
but  the  banks  of  Massachusetts  have  bought  and  have  on  hand  a  great 
many  Liberty  bonds.  Now,  we  loaned  in  June  $75,000  more  than  we 
had.  There  had  been  a  new  law  passed  by  whichiiWe  could  borrow, 
and  I  supposed  I  could  borrow  upon  those  bonds.  We  ask  but  6 
j>€r  cent,  which  I  think  is  enough  tor  a  12-year  loan.  We  had  been 
loaning  at  4,  4^,  and  5  per  cent,  if  necessary.  I  went  to  the  bank 
and  they  wanted  6^  per  cent.  I  offered  them  25  per  cent  in  Liberty 
bonds  as  security.  He  said,  "  We  have  got  to  make  some  money.  We 
borrow  from  the  Federal  reserve  bank,  and  we  have  to  pay  them  6 
per  cent."  I  did  not  feel  that  we  could  afford  to  pay  6^  per  cent,  and 
only  get  6  per  cent.  Now.  if  there  is  some  way  that  the  Federal  re- 
serve l^ank  and  other  bauKS  will  loan  95  per  cent  on  Liberty  bonds, 
on  the  cost  to  the  bank,  I  think  there  would  be  several  million  dol- 
lars— I  think,  $2,000,000 — in  Massachusetts  available  for  loans  on 
homes. 

Mr.  Fay.  Will  you  file  with  the  committee,  Mr.  Bridges,  copies  of 
the  two  acts  of  the  last  legislature  relating  to  cooperative  banks  ? 

Mr.  Bridges.  Yes. 

Mr.  Fay.  As  a  matter  of  record? 

Mr.  Bridges.  Yes. 

The  Chairman.  Perhaps  you  have  heard  of  a  bill  being  introduced 
in  Congress,  which  contemplates 

Mr.  Bridges,  (interposing).  The  Calder-Nolan  bill? 

The  Chairman.  Yes;  which  contemplates  utilizing  building  and 
loan  associations  for  the  establishment  of  a  home-loan  banking  sys- 
tem. I  understand  that  quite  generally  the  building  and  loan  associ- 
ations of  the  country  favor  that,  although  some  of  them  do  not 
What  is  your  judgment  on  that? 

Mr.  Bridges.  In  Massachusetts  we  do  not  need  it.  The  legislature 
has  allowed  us  to  borrow  ourselves.  We  have  assets  of  $5,000,000,  and 
they  are  as  good  as  gold.  There  is  no  reason  why  we  should  not  bor- 
row $4,000,W0  from  the  banks  on  those  assets,  and  I  do  not  think  we 
need  the  Federal  Government  to  do  it  for  us. 

The  Chairman.  Of  course,  you  can  not  get  the  money  to-day, 
because  the  banks  will  not  let  you  have  it  ? 

Mr.  Bridges.  No;  but  the  Federal  reserve  bank  can  loan  to  the 
national  banks  and  the  trust  companies  and  we  borrow  through  them. 

The  Chairman.  Mr.  Bridges,  I  know  that  you  are  doing  a  splendid 
service.  The  building  and  loan  associations  reach  right  into  the 
homes  and  the  people,  and  I  am  strongly  in  favor  of  them.  They  are 
operated  at  a  minimum  of  expense,  and,  as  you  said  a  moment  ago,  as 
I  alreadv  knew,  to-day  in  this  country  there  is  deposited  in  build- 
ing and  loan  associations — these  little  local  organizations  managed  by 
the  people  in  the  communities  at  little  or  no  cost— over  $2,000,000,000. 
It  is  remarkable  that  they  are  run  so  well,  with  so  little  loss,  and  so 
successfully. 

Mr.  Bridges.  Mr.  Brock  brought  out  the  fact  that  a  $31,000,000  bank 
is  run  at  an  expense  of  one-half  of  1  per  cent.  The  cost  of  our  opera- 
tion was  less  than  one-quarter  of  1  per  cent,  with  only  $5,000,000, 
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and  the  expense  of  running  a  $31,000,000  institution  would  be  propor- 
tionately less.  That  is  one  phase  where  the  cooperative  banks  are 
valuable.  We  pay  5^  per  cent,  although  I  have  at  present  between 
three-quarters  of  a  million  dollars  and  a  million  dollars  out  at  5  and 
5^  per  cent,  but  we  still  consider  our  dividend  5^  per  cent. 

The  Chairman.  Is  there  anything  else  that  you  have  to  suggest, 
Mr.  Bridges? 

Mr.  Bridges.  There  is  just  one  thing.  In  our  convention  of  build- 
ing and  loan  associations  in  Chicago  I  was  a  delegate,  and  there  was 
a  Mr.  Fletcher,  vice  president  of  the  Fort  Dearborn  Bank^  at  Chicago, 
who  made  a  speech  before  the  chamber  of  commerce  in  which  ne 
advocated  10  hours  a  day  for  2  yearis  of  real  work.  Now^  if  that  could 
be  accomplished  I  think  there  would  be  quite  a  change  m  the  present 
aspect  of  things. 

Mr.  Meyer.  Has  there  been  any  change  recently  in  the  way  of  an 
increase  or  decrease  in  the  number  of  your  deposits? 

Mr.  Bridges.  An  increase. 

Mr.  Meyer.  I  beg  your  pardon,  sir  ? 

Mr.  Bridges.  An  increase  since  the  Liberty-loan  question  has  been 
settled. 

Mr.  Meyer.  By  which  you  mean,  do  you,  that  since  the  Government 
has  ceased  to  call  for  bond  subscriptions  you  have  increased  the 
number  of  your  depositors  and  the  amount  ? 

Mr.  Bridges.  Yes :  and  the  amount*  During  that  period,  of  course, 
we  were  probably  normal,  for  the  reason  thit  so  many  were  being 
called  for  those  subscriptions. 

Mr.  Meyer.  You  did  not  lose  deposits  ? 

Mr.  Bridges.  No  :  we  gained  every  year. 

The  Chairman.  You  gained  in  1917  and  1918  despite  the  fact  that 
the  people  were  being  urged  to  invest  in  Government  securities? 

Mr.  Bridges.  We  held  our  own. 

The  Chairman.  Ajid  gained  a  little? 

Mr.  Bridges.  Yes. 

The  Chairman.  And  since  then  you  have  been  increasing? 

Mr.  Bridges.  Yes:  every  week. 

The  Chairman.  Thank  you  very  much,  sir. 

Mr.  Bridges.  Not  at  all.  Senator. 

Mr.  Fay.  Senator,  we  have  here  Mr.  Bichard  W.  Garrity,  president 
of  the  Boston  Central  Labor  Union 

The  Chairman.  Well,  it  is  after  1  o'clock  now,  and  if  Mr.  Garrity 
will  kindly  come  back,  at  half  past  2 

Mr.  Garrity.  Very  well,  sir ;  I  can  be  here  then. 

The  Chairman.  Then  tne  committee  will  take  a  recess  now  until 
half  past  2. 

(Whereupon,  at  1.05  o'clock  p.  m.,  the  committee  took  a  recess 
until  2.30  oxlock  p.  m.) 

AFTER  RECESS. 

The  committee  reconvened  at  2.55  o'clock  p.  m. 

Mr.  CoNANT.  Mr.  Chairman,  I  will  call  on  Mr.  Richard  W.  Gar- 
rity, president  of  the  Boston  Central  Labor  Union,  and  also  a  mem- 
ber of  the  mayor's  rent  and  housing  committee,  of  Boston. 
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LABOB  UNION,  BOSTON,  MASS. 

Mr.  Garrity.  Mr.  Chairman  and  gentlemen  of  the  committee,  I 
will  state  that  I  am  representing  organized  labor  on  the  mayor's 
rent  and  housing  committee,  and  I  occupy  a  similar  position  nere, 
representing  labor,  who  have  always  been  ever  ready  to  cooperate 
with  the  Government  along  the  lines  of  progress. 

I  find,  from  what  experience  I  have  had,  being  ready  to  render 
whatever  assistance  we  can  afford,  that  every  person  is  desirous  of 
straightening  out  this  entanglement  of  rent  and  housing,  as  well  as 
the  coal  situation;  and  we  have  been  very  successful  in  outlining  a 
program,  especially  in  the  city  of  Boston,  as  far  as  the  committee  is 
concerned,  and  I  believe  it  has  ^one  a  long  way  toward  keeping  peo- 
ple peacerul  in  the  city.  I  believe  if  it  had  not  been  for  the  good 
judgment  of  his  honor  the  mayor  in  appointing  a  committee  of  this 
kind  there  would  have  been,  perhaps,  a  lot  of  trouble  in  Boston ;  and 
from  information  that  I  have  received  I  jETuess  similar  conditions 
prevail  not  only  elsewhere  in  this  country  but  in  Canada. 

Everyone  will  agree  that  something  ought  to  be  done,  and  there  are 
many  suggestions,  until  we  get  down  to  the  real  foundation — and 
then  they  all  stop---finance.  We  have  a  number  of  houses  here  that 
could  be  made  habitable  if  we  had  the  necessaty  finances  with  which 
to  do  it.  We  hear  a  lot  of  talk  about  labor  and  material,  but  labor 
is  only  a  drop  in  the  bucket;  material  you  can  not  get.  Within  the 
past  two  weeks  cement,  that  could  have  been  obtained  for  60  cents  a 
bag  some  years  ago— 100  poimds — within  the  last  two  weeks  you  can 
not  get  it  at  $2  a  bag ;  cement,  one  of  the  materials,  I  believe,  which 
we  can  not  very  well  get  along  without.  Lime  is  $4  a  barrel ;  and  when 
you  think  of  building  I  do  not  blame  the  people  who  have  a  few 
dollars  for  saying. "  1  am  going  to  hold  onto  it  and  invest  it  in  some- 
thing other  than  Duilding/'  It  seems  to  me  that  if  they  talk  about 
labor,  a  man  ought  to  get  much  more  if  he  is  going  to  pay  the  rents 
he  is  obliged  to  pay  at  the  present  time. 

The  Chairman.  Mr.  Garrity,  are  you  a  member  of  any  of  the 
building  trades  yourself? 

Mr.  GARRixr.  No ;  the  only  trade  I  belonged  to  was  legislated  out 
of  commission  by  our  representatives,  without  submitting  the  subject 
to  a  vote  by  the  people.  I  am  the  business  agent  of  the  Bartenders' 
Union.  Local  No.  77,  of  Boston,  and  thanks  to  that  organization  they 
have  nuances  sufficiently  to  pay  me  my  salary,  so  that  I  can  serve 
on  these  unpaid  commissions  so  as  to  protect  the  working  people  of 
the  city  of  Boston. 

Now,  Mr.  Chairman,  it  appears  to  me  that  while  the  rent  and 
housing  committee  has  done  everything  within  its  power — and  I  must 
say  for  the  make-up  of  the  committee  that  it  is  as  nice  a  committee  as 
I  would  desire  to  serve  upon — but  they  are  handicapped  because  they 
have  no  law.  They  can  bring  them  in  and  pacify  them,  and  then  send 
them  out  rejoicing.  We  have  had  a  bill  passed  by  the  legislature  here 
at  the  outgoing  of  the  legislature  that  is  just  as  practical  as  the  rail- 
road control — pay  at  cost  as  you  go  along.  The  bill  is  very  good  for 
preventing  evictions  in  cold  weather;  it  extends  it  for  six  months;  but 
they  can  increase  the  rent  26  per  cent  each  year ;  and  I  believe  that  is, 
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from  present  indications,  the  only  solution  for  the  problem.  We  have 
had  some  few  cases  of  profiteering — very  few,  comparatively  speak- 
ing, for  the  number  of  cases  we  have  handled ;  but,  for  instance,  you 
take  a  workingman  who  has  to  pay  about  one-fourth  of  his  salary  a 
year  for  a  tenement,  and  a  majority  of  those  working  people  used  to 
live  in  tenements  of  three,  four,  or  five  rooms,  with  moderate  con- 
veniences, at,  say,  $22  a  month.  That  was  a  fair  rent  for  a  man  to 
pay  up  to  a  few  years  ago. 

Now,  these  tenements  can  be  increased  25  per  cent  under  the  law. 
That  means  about  $60  a  year,  I  presume,  and  then  four  times  that 
number  of  dollars  the  second  year  and  then  four  times  that  number 
of  dollars  the  third  vear,  and  about  that  time  perhaps  material  will 
come  down  a  peg,  and  when  you  figure  up  the  valuation  of  the  present 
real  estate  at  about  what  it  will  cost  for  building,  then,  and  only 
then,  I  look  for  relief,  unless  some  public-spirited  people  will  come 
in  or  some  legislative  action  is  taken  that  will  allow  a  person  a 
chance  who  has  a  few  dollars  to  invest  in  a  piece  of  property  in  a 
little  better  way  than  he  can  invest  his  money  in  other  things  at  the 
present  time. 

You  have  heard  the  evidence  from  the  bank  representatives,  and 
there  is  not  any  person  who  wants  to  invest  his  money  in  anything 
that  is  not  going  to  pay,  because  we  have  had  a  lot  of  experience 
with  these  get-rich-quick  schemes.  You  simply  go  out  of  business^ 
that  is  all;  so  they  are  very  careful  about  their  investments. 

You  can  get  a  piece  of  property  to-day  for  a  few  dollars,  but  you 
can  not  get  a  sufficient  amouiit  on  the  first  mortgage,  and  you  can  not 
get  a  second  mortgage,  because  I  know  from  experience  that  labor 
men  have  gone  and  tried  to  get  a  second  mortgage  to  put  up  a  deposit 
on  a  piece  of  property  and  the  best  that  they  could  do  on  a  second 
mortgage  for  $1,600  was  a  note  of  six  months  at  7|  per  cent — with  a 
chance  to  extend  it,  I  presume,  by  paying  off  some  of  it — and  that 
would  be  probably  at  the  rate  of  15  per  cent  from  a  trust. 

Now,  with  those  conditions,  Mr.  Chairman,  and  looking  at  it  from 
that  viewpoint,  as  I  see  it  from  sitting  down  and  listening  from  time 
to  time,  1  am  thoroughly  convinced  that  there  must  be  some  legisla- 
tive action  to  relieve  the  present  condition,  because  conditions  are 
such  that  they  are  going  to  be  unbearable  next  winter  right  here  in 
the  city  of  Boston,  and  I  presume  they  are  worse  in  other  cities. 

Now,  in  the  coal  situation  it  appears  to  me  that  something  ought 
to  be  done.  You  can  get  coal  when  you  want  it  if  you  are  willing- 
to  pay  the  prices  that  they  ask.  That  evidence  has  been  brought  out 
here,  and  1  have  known  of  a  person  who  ordered  31  tons  of  coal 
in  June  from  a  reputable  firm  ]n  Boston  and  they  said  it  would  be 
subject  to  the  price  at  the  time  of  deliverj-.  The  party  was  desirous 
of  getting  it,  and  asked  them  if  they  would  take  a  deposit  on  it. 
They  said  yes ;  that  it  would  be  $14.50  a  ton.  He  paid  them  a  deposit 
of  $350,  leaving  a  balance  of  $99.50,  expecting  that  he  would  get  it 
before  this  change  of  rate  would  come  about.  He  called  on  them 
three  different  times,  and  they  said  they  were  sending  out  small  coal 
at  that  time,  but  the  big  coal  they  could  not  get  out ;  but,  however^ 
I  believe  that  the  party  will  have  to  pay  now  $1.50  more  a  ton  at  the 
time  of  delivery,  notwithstanding  they  have  his  $350  drawing  in- 
terest since  last  June.    Now,  that  does  not  quite  appeal  to  me  as  a 
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real  gentleman's  transaction,  for  the  simple  reason  that  there  was 
plenty  of  coal  on  that  wharf  to  be  delivered,  and  it  appeared  to  me 
that  when  a  large  amount  of  coal  is  in  the  pockets  on  the  wharves  in 
this  city  and  I  presume  in  other  cities,  that  when  we  read  in  the 
paper  to-night  that  there  is  going  to  be  a  slump  in  coal  and  the  next 
morning  we  pick  up  the  papers  and  see  where  they  have  increased 
the  price  of  coal  from  $14.50  to  $16  to  meet  the  rail  increase  on  the 
railroads  and  water,  it  is  rather  peculiar  that  they  charge  for  some- 
thing they  do  not  pay.  I  do  not  know  what  they  call  that.  I  think 
it  is  a  good  paying  proposition  for  them.  So  Mr.  Chairman  and 
gentlemen  of  the  committee,  with  those  few  remarks  from  my  prac- 
tical experience,  I  will  close. 

The  Chairman.  Mr.  Garrity,  has  your  organization  ever  discussed 
this  subject  of  housing  as  a  body  or  through  a  coftimittee,  and  have 
you  ever  made  any  practical  suggestions  or  any  suggestions  for  a 
remedy  ? 

Mr.  Garrity.  The  building  section  of  the  labor  unions  of  Boston — 
there  are  two  sections;  there  is  a  central  labor  union  and  there  is  a 
building  section — and  the  building  section  has  started,  or  they  have 
organized,  a  housing  department.  They  are  not  going  along  very 
fast  with  it.  Some  people  talk  about  strikes  and  so  forth  ana  so  on 
in  the  building  trades  here  in  Boston  and  in  this  State.  There  is 
no  such  thing,  and  there  will  not  be  for  this  year,  because  they  have 
a  contract  made  by  the  master  builders  and  the  association  to  hold 
from  year  to  year,  and,  so  far  as  labor  is  concerned,  there  is  nothing 
to  prevent  them  from  going  ahead  and  building.  But  I  heard  one 
real  estate  dealer  say  that  a  house  that  cost  $9,500  five  years  ago  to 
build  would  cost  him  about  $2,100  or  $2,150  to-day. 

The  Chairman.  $21,500,  you  mean? 

Mr.  Garrity.  Yes,  sir ;  from  $9,500  to  $21,500  to  build  it  to-dav ; 
and  he  says,  "  Do  you  suppose  I  am  going  to  build  to-day  ? "  fie 
says,  "  No ;  1  am  going  to  sit  tight ;  I  do  not  care  whether  they  in- 
crease the  taxes,  the  water  rents,  or  what  not ;  the  tenants  will  pay 
for  it."  . 

I  believe  that  the  cost  of  building  material  has  increased  as  much 
as  400  per  cent  in  some  cases.  There  is  no  question  about  it.  Labor 
is  only  a  drop  in  the  bucket,  but  labor  must  get  enough  to  live  on. 

The  Chairman.  We  thank  you,  Mr.  Garrity.  It  is  a  serious  ques- 
tion, and  we  appreciate  your  statement. 

ilr.  CoNANT.  Mr.  Bernard  F.  Carroll,  a  builder,  of  Dorchester,^ 
Mass. 

STATEMENT  OF  MB.  BESNABD  F.  CAEROLL,  DOECHESTEE,  MASS. 

Mr.  Carroll.  Mr.  Chairman  and  gentlemen,  I  am  interested  in  this 
question  from  the  standpoint  of  a  builder.  I  have  been  a  builder  all 
my  life,  and  before  the  war  I  started  to  building  two-family  houses 
in  the  largest  housing  town  probably  in  the  world,  namely,  Dor- 
chester, M!ass.  I  built  20  two-family  houses  there  and  disposed  of 
them. 

The  Chairman.  You  say  you  built  20  two-family  houses? 

Mr.  Carroll.  Yes ;  and  then  the  war  broke  out  and  I  went  into  the 
Army  as  a  construction  man,  but  they  put  me  drilling  colored  men 
instead. 
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Now,  here  are  four  reasons,  to  my  mind,  why  building  is  curtailed 
in  our  city ;  I  do  not  know  whether  this  condition  prevails  in  other 
cities  or  not.  The  first  is  the  action  of  the  Federal  reserve  bank  in 
refusing  to  allow  trust  companies  to  accept  second  mortgages  as  col- 
lateral security  for  loans.  Now,  you  get  me?  If  we  build  a  two- 
family  house  and  sell  that  house  to  a  man,  invariably  we  have  got  to 
take  back  a  second  mortgage,  because  the  ouyer  does  not  have  money 
•enough  to  buy  it  outright.  Formerly  we  could  take  those  second 
mortgages  to  a  trust  company  and  we  could  borrow  from  50  to  60 
per  cent  on  them,  but  that  has  been  done  away  with. 

When  I  came  out  of  the  Army  I  had  to  sell  one  of  my  houses  on 
account  of  my  financial  condition,  and  I  took  a  thousand  dollars 
second  mortgage.  My  bank  advanced  me  at  that  time  $500  on  that 
mortgage,  but  here  the  other  day  thev  told  me  they  wanted  that  paid 
off.  Now,  that  is  not  any  incentive  for  a  man  to  build  houses.  This 
spring,  when  I  left  the  Army,  I  built  a  two-family  bungalow,  and 
it  might  be  of  interest  to  you  to  know  that  cost  me  $5,500.  I  mort- 
gaged it  for  $5,200 ;  I  got  $4,000  on  first  mortgage  and  $1,200  on 
second  mortgage.  I  submitted  those  plans  to  Mr.  Fay,  chairman  of 
this  commission — or,  rather,  I  left  them  at  his  office — ^he  was  away 
at  the  time.  That  two-family  bungalow,  only  one  story  high,  con- 
sisted of  four  rooms  and  a  bath  and  three  rooms  and  a  bath.  I  did 
not  advertise  it,  but  I  was  offered  $40  for  the  largest  suite  and  $30 
for  the  second  suite,  or  $70  all  together. 

Now,  to  my  mind,  if  you  are  going  to  develop  along  those  lines,  you 
have  got  to  have,  of  course,  transportation.  This  drastic  legislation 
was  enacted  by  the  last  legislature  against  property  owners — ^not 
against  landlords,  but  against  property  owners — and  when  you  read 
it  you  do  not  know  whether  you  own  the  house  or  whether  tne  courts 
own  it,  or  whether  the  tenant  owns  it. 

Now,  third,  the  refusal  of  the  savings  institutions  to  accept  the  new 
standard  of  prices  by  refusing  to  loan  on  new  construction  permanent 
loans  in  accordance  with  the  cost.  Mr.  Brock  this  morning,  when  you 
(questioned  him  regarding  the  lowering  of  prices,  said  that  he  be- 
lieved they  would  come  down,  and  cited  the  fact  that  in  previous 
times  of  this  character  prices  invariably  fell ;  but  Mr.  Brock  should 
remember  that  in  those  times  we  did  not  have  labor  unions.  Labor 
is  not  going  to  come  down.   Labor  wiU  stand  up  for  high  wages. 

Now,  the  lumber  question :  I  do  not  believe  that  the  luml^r  ques- 
tion will  be  settled  until  the  pulp  Question  is  settled.  You  will  not 
have  cheap  lumber  until  you  have  cneap  pulp.  I  met  a  man  in  New 
London  a  short  time  ago  who  has  been  m  the  lumber  business  all  his 
life,  and  who  just  got  back  from  northern  Vermont.  He  told  me 
of  a  case  there  where  they  built  a  mill  and  hauled  in,  I  think,  4,000,000 
or  5,000,000  feet  of  logs,  and  they  did  not  start  the  mill,  and  he  met 
a  representative  of  that  mill  on  the  street  in  New  London  within  two 
weefes,  and  he  asked  him  why  they  did  not  start.  He  said,  "  We  have 
three  offers  for  those  logs  for  pulp,  and  if  we  sell  those  logs  we  will 
throw  the  mill  in."  Now,  how  are  you  going  to  have  cheap  lumber 
imder  those  conditions? 

I  believe  that  one  of  the  remedies  for  this  situation  first,  is  the 
repeal  of  such  legislation  as  makes  every  man  who  rents  a  house 
feel  like  a  modern  Capt.  Kidd,  and  I  think  the  second  great  remedy 
is  that  the  savings  institutions  have  got  to  recognize  the  new  stana- 
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ard  of  values.  Of  course  I  suppose  that  what  the  Federal  reserve 
bank  has  done  was  with  the  object  of  curtailing  all  along  the  line 
to  stop  speculation.  I  do  believe  that  the  savings  institutions  have 
got  to  recognize  the  new  standard  of  values. 

The  Chairman.  Have  you  any  knowledge  of  the  practice  on  the 
part  of  the  savings  banks  of  requiring  borrowers  to  pay  a  bonus  to 
secure  loans  ? 

Mr.  Carroll.  Well,  the  bonuses  are  paid  to  the  agent.  No  bank 
official  does  that,  Mr.  Chairman — ^not  that  I  know  of.  Of  course  you 
have  to  pay  a  bonus  to  the  agent. 

The  Chairman.  What  percentage  of  a  bonus  is  required  to  secure 
a  first  mortgage?  *'  "« 

Mr.  Carroll.  They  generally  require  about  2  per  cent  on  the  loan. 
Of  course  the  secona  mortgage — I  cited  the  fact  that  I  had  obtained 
a  second  mortgage  on  that  bungalow,  but,  of  course,  I  paid  a  much 
larger  commission  than  that,  but  I  had  to  have  it. 

The  Chairman.  Have  you  heard  of  bonuses  as  high  as  10  per  cent 
being  paid  on  first  mortgages  ? 

Mr.  Carroll.  Yes;  I  nave  heard  of  one  case  in  Boston. 

The  Chairman.  And  to  whom  was  that  paid! 

Mr.  Carroll.  It  was  an  individual. 

The  Chairman.  And  was  the  loan  obtained  through  a  savings 
bank? 

Mr.  Carroll.  I  do  not  know ;  I  could  not  say  as  to  that. 

The  Chairman.  How  high  a  bonus  are  you  asked  to  pay  now  to 
secure  a  second  mortgage? 

Mr.  Carroll.  In  Boston  they  pay  as  high  as  20  per  cent.  I  know 
I  had  a  case  a  short  time  ago  where  I  went  to  a  savings  bank — I  had 
a  chance  to  buv  a  house — and  the  bank  advertised  that  they  had  so 
many  thousands  of  dollars  to  loan,  and  the  first  question  they  asked 
me  was  where  I  deposited,  and  they  said  they  kept  that  money  on 
deposit  simply  for  their  depositors,  and  I  askea  them  why  they 
advertised.  I  told  them  I  did  not  think  their  advertisement 
amoimted  to  anything.  They  said  it  was  meant  for  those  who  under- 
stood the  English  language.  I  told  them  I  thought  it  would  be  much 
•cheaper  for  them  to  paint  it  on  the  walls  of  the  bank,  rather  than  to 
advertise  and  pay  four  or  five  hundred  dollars  a  day  for  an  adver- 
tisement in  the  Boston  papers*  Well,  they  did  not  have  any  money 
there  to  loan  me.  They  were  simply  holding  that  as  a  bait  to  get 
deposits  into  that  bank. 

The  Chairman.  Have  you  any  information  as  to  whether  there 
are  combinations  amongst  the  building  material  people  to-day  to  hold 
up  the  prices  of  lumber,  cement,  and  lime,  and  other  building  mate- 
rials? 

Mr.  Carroll.  No;  I  have  no  knowledge  of  that,  b^t  I  can  see 
readily — it  is  common  talk  among  the  building  fraternity  that  it  is 
easier  to  handle  5,000,000  feet  of  lumber  than  it  is  15,000,000  feet,  if 
ou  can  make  as  much  money  on  5,000,000  as  you  can  on  15,000,000 ; 
ut  that  is  all  hearsay. 

The  Chairman.  Mr.  Carroll,  the  suggestions  that  you  have  made 
for  a  remedy  are  entirely  beyond  the  purview  of  this  committee. 
We  might  help  you,  perhaps,  in  a  general  way,  but  we  are  thinking  of 
the  matter  more  in  a  national  way. 
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Mr.  Carroll.  Well,  what  about  the  Federal  reserve  bank  ? 

The  Chairman.  I  doubt  if  the  Federal  reserve  bank  has  notified 
any  member  bank  that  they  should  not  accept  your  note  with  a  mort- 
gage as  collateral. 

Mr.  Carroll.  A  second  mortgage  ? 

The  Chairman.  A  second  mortgage  or  any  other  mortgage.  The 
bank  has  a  perfect  right  to  loan  you  that  money  on  your  note.  It  is 
up  to  them  as  to  wnether  or  not  they  shall  take  any  collateral 
security.  The  Federal  reserve  bank  may  have  said  to  a  bank  "  you 
must  cut  down  on  your  loans,"  but  I  do  not  think  they  have  said  to 
them  that  they  must  cut  out  any  specific  loans. 

Mr.  Carroijl.  I  did  not  say  they  had,  but  I  was  informed  that  it 
was  their  general  policy  to  discourage  them. 

The  Chairman.  I  have  heard  statements  of  that  character  made 
before,  and  the  Federal  reserve  system  denies  emphatically  ever 
having  said  to  any  member  bank  that  they  should  not  make  a  certain 
kind  of  loan.  Of  course,  the  Federal  reserve  bank  would  not  accept 
your  note  with  a  second  mortgage  as  collateral — ^that  is,  the  Federal 
reserve  bank  could  not  rediscount,  under  the  law,  a  note  that  you 
gave,  using  the  particular  collateral  that  you  gave  as  security. 

Mr.  Carroll,  I  am  glad  to  find  that  out. 

The  Chairman.  The  Federal  reserve  bank  can  not  accept  a  first 
mortgage  as  collateral  for  a  rediscount  that  they  might  give. 

Mr.  CoNANT.  As  a  matter  of  fact,  the  Federal  reserve  bank  is  de- 
voted entirely  to  commercial  transactions,  anyway,  is  it  not,  Mr. 
Chairman? 

The  Chairman.  Yes.  So  I  rather  think,  Mr.  Carroll,  that  the  bank 
wanted  to  shut  down  their  line  of  credit  when  they  told  you  that.  We 
thank  you,  Mr.  Carroll. 

Mr.  CoNANT.  Mr.  Chairman,  I  had  spoken  to  Mr.  Edward  Kelley,. 
of  the  board  of  assessors,  who  is  full  of  information,  and  a  very  in- 
teresting man,  but  I  am  afraid  that  he  is  so  busy  that  he  can  not  get 
here.  So  far  as  I  know  there  are  only  two  other  witnesses — Mrs. 
Steinauer,  chairman  of  the  Housekeepers'  League,  and  Mrs.  Page.  I 
think  those  are  the  only  two  witnesses  left. 

The  Chairman.  Mrs.  Steinauer,  we  will  be  glad  to  hear  you  now» 

STATEMENT  OF  MBS.  AimA  T.  STEINAXTER,  38  WESTLAND 

AVENUE,  BOSTON,  MASS. 

Mrs.  Steinauer.  Mr.  Chairman,  I  really  did  not  know  whether 
we  were  going  to  be  heard,  or  whether  it  was  in  order  for  anyone 
except  those  whom  you  have  called,  but  I  hope  you  will  listen  to  a 
few  suggestions  that  we  have  been  very  much  interested  in,  in  re- 
gard to  the  condition  of  housing  and  food  and  heating  for  -some 
years.  In  the  1910  commission  there  was  a  bill  that  was  presented 
to  the  commission,  and  is  now  under  report,  and  at  that  time  there 
were  some  good  recommendations  made,  it  seemed  to  me,  through 
the  State  sealer,  who  had  charge  of  it,  and  we  found  that  there  were 
many  abuses  in  regard  to  coal.  For  instance,  one  abuse  was  the 
screening — accidentally,  as  Mr.  Hamlin  stated  it  was — of  the  cheaper 
coal  into  the  higher-priced  coal,  to  the  extent  of  700  or  800  pounds. 
AVe  thought  that  was  quite  an  injustice,  and  the  recommendation  to 
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the  State  sealer  at  that  time  was  that  there  should  be  standard  screens 
that  would  not  permit  of  that  "  accident,"  and  the  bill  was  placed 
before  our  house  for  several  years,  year  after  year,  asking  for  a 
standard  screen  to  be  established,  and  the  city  sealer  came  every  year 
and  told  the  committee  that  he  could  not  prosecute  unless  they  would 
pass  that  standard,  because  he  said  he  did  not  have  anything  to  prove 
what  the  proper  size  of  coal  was;  but  he  told  them  that  if  they  would 
pass  that  standard,  he  would  be  able  to  regulate  it. 

He  says,  "  I  have  many  complaints  that  come  in  from  people  who 
must  buy  coal  by  the  bag,  ana  they  buy  and  pay  for  a  bag  of  nut 
coal,  but  75  per  cent  of  it  is  pea  coal,"  but  he  said  he  could  not  do 
anything  about  it,  the  way  things  are,  but  that  he  could  if  they  would 
pass  the  standard-screen  bill.  It  has  never  been  passed,  however, 
to  my  knowledge,  and  we  felt  that  when  this  representative  body 
came  here  perhaps  you  could,  in  a  way,  look  into  that ;  and  if  such 
a  thing  could  be  done,  we  might  have  some  standard  so  that  "  ac- 
cident"  would  not  take  place.  As  I  say,  it  was  claimed  to  be  ac- 
cidental. 

The  Chairman.  It  would  seem  to  me,  Mrs.  Steinauer,  that  that  is 
a  matter  entirely  within  the  purview  of  your  State  authorities. 

Mrs.  Steinauer.  Yes,  it  is. 

The  Chairman.  And  not  something  which  Congress  could  regulate. 

Mrs.  Steinauer.  And  then,  in  regard  to  housing,  which,  of 
course,  is  affecting  everyone,  we  feel  that  building  is  the  only  outlet, 
and,  of  course,  to  build  now  we  must  get  down  to  the  question  of  the 
trouble,  which,  of  course,  it  seems  to  our  league,  as  we  have  studied 
this  thing — ^it  seems  to  be  a  question  of  control  by  certain  people — 
everything  is  under  control — ^what  we  call  monopolistic  control.  It 
leads  down  to  transportation,  of  course,  as  one  of  the  first  steps, 
and  it  is  hard,  I  suppose,  to  find  out  who  is  really  in  control,  because 
nobody  seems  to  want  to  give  that  information,  even  if  they  have  it. 
It  might  mean  a  great  deal  to  them  to  do  it.  We  all  know  that,  but 
we  can  certainly  not  get  away  from  the  fact  that  there  is  a  gigantic 
control  in  this  country  of  very  nearly  everything  we  are  using.  I 
do  not  believe  that  we  people  who  live  here  have  hardly  a  foot  of 
ground  that  we  step  on  that  we  have  the  control  of.  In  fact,  the 
prices  to  the  consumer  are  made  in  Chicago — we  all  know  that ;  at 
least,  some  people  who  have  taken  the  pains  to  find  out,  know  that ; 
and  it  would  certainly  seem  as  though  the  law  was  being  disre- 
garded along  several  lines  in  that  direction,  and  it  would  seem  that 
it  was  time  for  some  of  our  good  people — and  we  have  many  good 
people — ^I  am  not  going  to  grow  hopeless  over  this,  although  some 
people  are  very  hopeless — ^I  think  we  can  get  together  and  control 
them.  I  do  not  believe  we  can  ever  dissolve  them.  I  read  in  the 
paper  a  short  time  ago  that  there  was  to  be  a  dissolution 

The  Chairman.  I  am  glad  you  have  come  here  to  tell  us  your 
story,  Mrs.  Steinauer,  ana  in  these  days  when  the  women  have  just 
come  into  their  own  they  are  going  to  nave  a  little  more  to  say  about 
things  in  the  future;  and,  from  my  experience,  I  know  that  women 
very  often  give  us  some  real  sound  advice ;  and  when  they  take  on 
their  new  responsibilities  and  become  more  familiar  with  political 

froblems  their  judgment  will  be  even  better  than  it  is  to-day;  but 
want  to  say  this,  that  it  is  not  a  fact,  from  my  observation,  that 
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there  is  a  combination  of  capital  throughout  the  Nation  that  affects 
all  commodities.  Sometimes  the  smallest  producer,  with  others  of 
his  kind,  boosts  up  their  prices  for  his  particular  commodity,  and 
that  is  not  at  all  under  the  control  of  the  larger  producers.  Then,, 
too,  a  great  deal  of  the  trouble  arises  from  the  high  taxes.  If  you 
put  high  taxes  on  a  commodity,  the  man  who  produces  it  puts  the 
tax  on  before  he  sells  it,  and  then  the  man  to  whom  he  sells  it  puts 
another  tax  on  when  he  sells  it,  and  when  it  gets  down  to  the  con- 
sumer it  has  been  taxed  several  times  over.  It  works  out  that  way,, 
and  it  always  has.  There  is  one  thing  it  seems  to  me  must  be  done 
when  we  get  back  to  Washington,  no  matter  what  party  may  set 
into  power,  we  must  completely  revise  our  tax  system.  I  make  tnis 
statement  to  you,  Mrs.  Steinauer,  because  you  evidently  represent 
the  women  of  the  home — ^the  housewife  and  others. 

Mrs.  Steinauer.  I  thank  you.  Senator. 

The  Chairman.  We  have  been  very  much  pleased  to  have  you  here. 

Mr.  Conant.  Mr.  Kelley,  of  the  board  of  assessors,  is  now  here, 
and  I  will  call  on  him. 

STATEMENT  OF  MB.  EDWABD  T.  KELLEY,  CHAIBMAN  OF  THE 
BOABD  OF  ASSESSOBS  OF  THE  CITY  OF  BOSTON,  MASS. 

Mr.  Kelley.  Mr.  Chairman,  I  am  afraid  that  there  is  not  very^ 
much  that  I  can  add  to  what  has  already  been  suggested  to  you.  I 
have  sat  with  Mr.  Nichols  on  the  rent  and  housing  commission,  and 
indirectly  it  has  been  brought  to  the  attention  of  our  board,  through 
that  commission  and  other  sources,  that  we  perhaps  have  the  weapon 
for  these  conditions,  or  the  cure  rather,  by  raising  valuations  to  such 
an  extent  that  it  would  punish  the  profiteers.  We  have  made  sub- 
stantial gains  in  value  this  year,  but  we  have  not  attempted  to  pursue 
that  policy,  because  it  seemed  like  a  vicious  circle,  as  it  has  been 
called. 

The  Chairman.  Of  course,  you  could  not  do  that. 

Mr.  Kellet.  We  had  an  example  that  Mr.  Nichols  may  appreciate- 
only  last  week  before  his  commission.  Some  rents  were  increased  on 
one  of  the  South  End  parcels  on  one  side  of  the  street,  both  sides  hav- 
ing been  built  by  the  same  owner.  They  raised  the  assessments  very 
substantially  on  one  side,  while  the  other  side  practically  stood  still, 
and  some  one  was  in  our  office  yesterday  attempting  to  buy  that  place,^ 
and  they  were  asking,  I  think,  five  hundred  thousand,  as  against  an 
assessment  of  something  less  than  four  hundred  thousand,  and  the 
other  side  of  the  street,  with  better  conditions,  had  no  such  raise  of 
rents ;  they  had  not  considered  that. 

We  went  about  in  the  spring  and  gathered  together  data  on  these 
vacant  tenements.  We  found  that  they  were  not  of  a  character 
that  people  would  want  to  live  in,  ancl  they  were  largely  in  the 
congested  districts — South  Boston  and  Charlestown.  There  has 
been  very  little  building.  I  saw  two  or  three  places  yesterday 
where  they  seemed  to  have  started  up  with  pretty  good  two-family 
houses,  that  might  have  sold  at  $1,500  or  $1,800  a  few  years  ago, 
and  the^v  are  asking  $3,200  for  them — and  they  are  easily  rented 
and  easily  sold.  The  construction  work  here,  as  you  have  heard, 
has  been  largely  confined  to  the  larger  buildings;  in  fact,  our  in- 
crease in  dwellings  this  year  has  been  substantially  nothing. 
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The  Chatrman.  Let  me  ask  you,  is  there  a  real  need  for  all  of 
these  garages  that  are  being  built  here? 

Mr.  Kelley.  It  seems  doubtful;  and  yet  there  are  a  great  many 
of  them.  Out  in  Brighton  there  is  a  man  putting  up  120  of  them. 
He  is  putting  60  more  in  back  of  the  apartment  builaings. 

The  Chairman.  Each  for  one  car  ? 

Mr.  Kelley.  Yes. 

TJie  Chairman.  Does  he  lease  them  or  sell  them  ? 

Mr.  Kelley.  No;  he  rents  them  at  $15  a  month,  with  heat;  and 
there  is  one  heating  apparatus  for  the  whole  of  them.  He  is  mak- 
ing a  substantial  income. 

The  Chairman.  Mr.  Kelley,  in  the  building  development  of  the 
city,  has  it  been  done  largely  by  the  speculative  builaer,  so-called^ 
or  by  the  man  who  built  for  his  own  account? 

Mr.  Keu^y.  Of  late  years  it  has  been  the  apartment  buildings 
that  have  been  speculative.  There  has  not  been  a  great  deal  of 
single  dwelling  development.  There  have  been  some  three-family 
houses  in  Dorchester,  where  the  great  development  has  been,  but  it 
is  largelv  speculative. 

The  C^AiR3fAN.  That  is,  building  for  the  market? 

Mr.  Kelley.  Yes. 

The  Chairman.  Has  there  been  very  much  of  the  one  and  two 
family  house  development? 

Mr.  Kelley.  The  two-family,  some;  the  one- family,  very  little^ 
of  late. 

The  Chairman.  Take  the  development  over  a  period  of  6  or  6 
years  past,  or  10  years,  if  you  like,  has  that  development  been  of 
the  tenement  and  apartment  house  character  or  the  one,  two,  and 
three  family  house  ? 

Mr.  Kelley.  I  should  say  largely  in  favor  of  the  three-family 
house,  following  with  the  two-family,  and  the  one- family  bringing 
up  the  rear. 

The  Chairman.  There  has  been  some  apartment  house  develop- 
ment, but  not  a  great  deal  ? 

Mr.  Kelley.  Not  a  great  deal. 

The  Chairman.  Well,  there  is  no  use  going  over  the  same  ground 
that  other  witnesses  have  been  over,  but  I  am  very  glad  you  came 
here  to-day.  What  is  the  assessed  valuation  of  the  real  estate  in  this 
citv? 

Mr.  Kelley.  We  have  one  billion  four  hundred  million — pretty 
nearly  a  billion  and  a  half. 

The  Chairman.  What  is  your  bonded  indebtedness,  do  you  know  ? 

Mr.  Kelley.  I  have  not  those  figures  available,  Senator. 

The  Chairman.  What  is  the  limit  that  you  can  borrow  ? 

Mr.  Kelley.  Two  and  a  half  per  cent  on  the  valuation  of  the 
city. 

The  Chairman.  You  are  limited  to  that  ? 

Mr.  Kelley.  Yes. 

The  Chairman.  The  city  authorities  can  not  borrow  more  than 
that? 

Mr.  Kelley.  No. 

The  Chairman.  Ten  per  cent  is  our  limit  in  New  York. 

Mr.  KjxLEY.  Yes. 
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The  Chairman.  So  that  if  your  city  authorities  should  take  ad- 
vantage of  the  law  recently  enacted  by  the  legislature  permitting  you 
to  borrow  1  per  cent  of  the  assessea  valuation  for  the  purpose  of 
having  the  city  engage  in  the  building  business  you  could  borrow 

Mr.  Ejblley  (interposing).  About  $15,000,000, 1  think;  I  estimate 
it  on  that. 

The  Chairman.  That  would  only  be  about  3,000  houses,  at  $5,000 
apiece. 

Mr.  Kelley.  Three  thousand ;  yes. 

The  Chairman.  We  thank  you,  Mr.  Kelley,  for  coming  here. 

Mr.  Keuley.  Not  at  all,  sir. 

The  Chairman.  I  think  that  concludes  our  hearing.  I  want  to  take 
this  opportunity  of  again  thanking  you,  Mr.  Nichols,  and  the  other 
gentlemen  appearing  here » 

Mr.  Whitfield  Tuck.  I  would  like  to  be  heard  for  a  moment, 
Mr.  Chairman,  if  I  may.  I  am  a  publicist,  and  represent  Bryan's 
Commoner. 

The  Chairman.  Very  well. 

STATEMENT  OF  MB.  WHITFIELD  TXTCK,  FXnBIICIST,  BEPBESENT- 
INO  BBYAN'S  COMMONEB,  WINCHESTEB,  MASS. 

Mr.  Tuck.  Mr.  Chairman,  I  am  not  going  to  go  into  great  detail 
in  regard  to  housing,  because  I  have  compassion  for  you  gentlemen 
who  have  spent  two  very  warm  days  in  Boston ;  but  I  am  going  to 
address  you  for  the  little  while  that  I  am  here  on  two  propositions  in 
the  coal  matter. 

I  heard  you  complimenting  the  ladies,  and  I  want  them  to  know 
that  this  honorable  Senator  helped  you  ladies  to  get  the  vote,  because 
lie  was  one  of  the  New  York  Senators  who  voted  U)  submit. 

Now,  I  want  to  ask  you.  Senator,  to  recommend  to  Congress,  or  to 
have  your  committee  report  this  winter  to  the  Senate^  recommenda- 
tion for  the  public  ownership  of  the  coal  mines.  The  only  relief 
that  will  ever  come,  in  the  opinion  of  those  who  are  very  well  posted, 
is  through  public  ownership  of  the  coal  mines,  and  I  hope  you  will,  in 
your  wisdom,  see  fit  to  recommend  that  to  the  United  btates  Senate. 
Of  course,  we  are  not  going  to  be  able  to  get  it  right  away,  but  it  is 
coming  just  as  surely  as  the  nineteenth  amendment  came  in  my 
opinion.  But,  in  lieu  of  that  in  the  meantime,  and  until  we  can  get 
that,  I  ask  you  to  r^ommend  an  export  duty  on  coal  so  that  the 
American  people  will  be  taken  care  oi  with  coal  before  anv  foreign 
country,  no  matter  which  one,  is  taken  care  of.  We  should  have  an 
export  duty  on  coal  the  same  as  Canada  has  on  lumber  and  logs.  We 
can  not  get  their  logs  to  make  paper  to  write  or  print  upon  unless 
we  pay  that  export  duty  on  their  logs.  I  think  that  is  within  the 
purview  of  your  committee. 

I  am  very  glad  you  have  been  able  to  come  to  Boston,  and  I  hope 
you  have  haa  a  pleasant  time,  and  I  hope  that  the  Senate,  when  it 
does  meet,  no  matter  whether  you  have  a  majority  or  the  Democrats 
have  a  majority,  that  you  will  take  up  earnestly  and  seriously  the 

£roix)sition  of  public  ownership  of  the  coal  mines.    I  thank  you,  Mr. 
hairman. 

Mrs.  Frank  W.  Page.  Mr.  Chairman,  I  would  like  very  much  to 
say  a  few  words.  I  really  do  not  know  why  Mr.  Nichols  did  not  call 
me.    He  saw  me  here. 
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The  Chairman.  Very  well,  madam,  we  will  hear  you  for  a  few 
moments. 

STATEMENT  OF  lOtS.  FSANX  W.  PAGE,  BEPBESENTINO  THE 
HOUSEWIVES'  LEAGUE,  BOSTON,  MASS. 

Mrs.  Page.  I  represent  the  Housewives'  Lea^e,  and  whereas  T 
never  asked  for  the  vote,  and  never  cared  whether  I  got  it  or  not,  I 
certainly  have  applied  it.  Now,  there  is  a  part  of  this  investigation 
that  I  can  not  quite  understand.  I  want  to  know  why,  if  you  please, 
sir,  the  Tremont  Trust  Co.  was  not  ordered  here.  The  Tremont 
Trust  Co.  and  a  former  governor  of  this  State  have  manipulated 
property  throughout  greater  Boston  to  such  an  extent  that  it  is 
utterly  impossible  to  get  by  those  men  on  any  decent  rate  of  interest 
or  with  any  decent  proposition. 

The  Chairman.  Pardon  me,  madam,  but  this  committee  is  ap- 
pointed by  the  United  States  Senate  to  make  a  survey  of  the  hous- 
ing nee(Is  of  the  Nation. 

Mrs.  Page.  We  do  not  need  houses  in  Boston.  I  could  take  you 
up  and  down  in  the  section  of  the  city  where  I  live,  and  many  houses 
are  empty. 

The  Chairman.  Yes ;  I  have  seen  a  number  of  signs,  but  those  are 
houses  that  only  people  of  large  means  can  afford  to  live  in. 

Mrs.  Page.  No,  sir;  I  have  lived  in  them  myself,  and  I  am  not  a 
woman  of  large  means;  my  husband  was  a  physician.  But  I  can 
not  get  into  any  of  them  without  three  men  on  my  lease.  Now,  then, 
I  have  to  put  up  one-half  of  my  rent  for  six  months  in  advance,  and 
then  one-half  again  in  six  months.  They  are  delighted  if  the  taxes 
are  raised,  because  it  is  not  the  people  who  are  renting  the  houses 
who  suffer  from  the  taxes;  it  is  the  person  who  occupies  the  house. 
For  instance,  one  house  that  I  have  in  mind,  \Cith  32  suites  in  it,  the 
taxes  went  up  $32  in  Boston,  but  the  rent  went  up  $100  a  year  on 
each  tenant,  making  $3j200  a  year.  Now.  there  was  a  large  profit 
there,  because  we  pay  for  the  electric  lights  and  everjrthing  in 
advance,  but  somebody  was  grafting. 

The  Chairman.  Somebody  is  taking  advantage  of  the  scarcity  of 
housing  in  Boston 

Mrs.  Page  (interposing).  But  there  was  not  any  scarcity. 

The  Chapman.  Then,  why  did  not  the  people  move  out? 

Mrs.  Page.  Here  is  another  proposition:  You  take  a  house,  say, 
in  October.    In  November  you  are  told  that  that  house  is  for  sale- 


or  get  out."  That  is  the  proposition  in  Boston  and  in  Cambridge. 
The  people  are  suffering  and  not  the  builders.  We  do  not  need 
builders  in  Boston.  All  we  need  is  to  control  the  monopoly,  and 
that  is  the  only  thing.  Senator,  that  we  have  to  complain  about. 

The  Chairman.  We  thank  you  Mrs.  Page.  The  commission  will 
now  stand  adjourned. 

(Whereupon,  at  3.55  o'clock  p.  m.,  the  committee  adjourned,  sub- 
ject to  the  call  of  the  chairman.) 
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FBIDAY,  SEPTEMBEB  17,   1920. 

United  States  Senate, 
Select  Committee  on  Eeconstruction  and  Production, 

New  York  City, 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in  room 
1101,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
Senator  William  M.  Calder  presiding. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

The  Chairman.  Mr.  FuUaway,  this  committee  has  taken  up  an 
inquiry  into  the  Postal  Savings  System,  and  its  proper  development 
along  lines  that  will  be  of  value  to  the  countrv  m  this  financial 
situation.  We  learned  that  you  were  in  Xew  Vork  and  of  your 
former  connection  with  the  Postal  Savings  System,  and  subpoenaed 
you  to  appear  to-day  in  belief  that  you  could  tell  us  something  about 
Postal  Savings  affairs  that  would  aid  us  in  our  inquiry.  In  what 
way  were  you  connected  with  the  Postal  Savings  System? 

« 

STATEMENT  OF  ME.  CHAKLES  H.  FXTILAWAY,  NEW  YORK  CITY. 

Mr.  FuLLAWAY.  I  was  a  member  of  the  original  committee  ap- 
pointed in  1910  by  Postmaster  General  Hitchcock,  shortly  after  the 
*  original  law  was  passed,  to  work  out  plans  for  installing  the  system. 
In  1913  I  was  appointed  assistant  director  of  the  system,  and  served 
in  that  capacity  until  February  1,  last,  when  I  came  to  New  York 
City. 

The  Chairman.  Then  your  experience  with  postal  savings  affairs 
would  seem  amply  to  qualify  you  to  express  a  competent  opinion 
with  respect  to  plans  which  have  been  suggested  for  extending  and 
enlarging  the  system.  Are  you  familiar  with  Mr.  Eugene  Meyer, 
jr.'s,  plan  to  encourage  savings  by  the  people  through  popular  in- 
vestment, as  part  of  our  reconstruction  program  ? 

Mr.  FtJLLAWAY.  I  am.  Mr.  Meyer  very  kindly  supplied  me  with 
all  the  data  in  connection  with  his  plan,  and  I  have  read  it  carefully 
with  great  interest.  The  plan  appeals  to  me  very  strongly  as  a 
means  of  reviving  interest  in  a  public  facility  which  I  feared  was  fast 
approaching  oblivion.  It  comes  at  a  very  opportune  time  as  well, 
because  the  floating  of  the  war  loans  showed  what  the  American 
people  could  do  in  the  way  of  practicing  economy  and  thrift,  and 
1  believe  that  the  continuation  of  these  practices  is  equally  impor- 
tant during  the  period  of  reconstruction.  Some  means  should  be 
provided  to  encourage  economy  and  thrift,  and  no  better  way  could 
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be  had  than  to  associate  the  savings  of  the  people  with  the  public 
funds. 

I  hope  to-day  to  point  out  a  few  things  which  have  militated 
against  the  success  of  the  Postal  Savings  System,  in  order  that  any 
plan  now  advanced  for  its  development  may  take  these  things  into 
consideration  and  correct  them.  It  should  be  pointed  out,  however, 
that  when  the  Postal  Savings  System  was  first  organized  our  public 
debt  was  small  and  bore  a  very  small  rate  of  interest.  Therefore  the 
investment  of  postal  savings  funds  in  Government  funds,  in  keeping 
with  practices  of  other  governments,  was  impracticable.  Almost 
every  country  associates  the  savings  of  the  people,  through  the  postal 
banks,  with  the  public  debt,  the  only  exception  that  I  know  of  oeing 
in  the  case  of  Canada,  where  they  simply  throw  all  the  funds  de- 
posited into  the  general  treasury  and  meet  the  demands  for  with- 
drawals as  they  arise.     They  pay  3  per  cent  interest. 

The  importance  of  the  Postal  Savings  System  should  not  be  mini- 
mized. At  the  risk  of  being  academic,  I  will  hastily  sketch  the  be- 
ginning of  the  idea:  In  1861  it  was  inaugurated  in  Great  Britain, 
when  Mr.  Gladstone  was  chancellor  of  the  exchequer,  and  in  later 
years,  in  the  course  of  a  speech  when  he  was  prime  minister,  he  re- 
ferred to  it  as  the  most  fruitful  of  the  laws  enacted,  or  one  of  the 
most  fruitful  of  the  laws  enacted,  during  his  long  career. 

The  Chairman.  Will  your  statement  to-day  advise  the  committee 
of  the  total  deposits  in  the  postal-savings  banks  of  England? 

Mr.  r'uLLAWAY.  In  Great  Britain? 

The  CnAiR3iAN.  Yes. 

Mr.  FuLLAWAY.  They  amount  at  the  present  time  to  about  one 
billion  dollars.  I  have  not  the  number  of  depositors  with  me.  I 
think  Mr.  Meyer  has  given  that. 

Mr.  Meyer.  About  86  per  cent  of  the  population  of  the  United 
Kingdom  and  5  per  cent  in  the  trustee  banks. 

Mr.  FuLLAWAY.  I  might  say  that  I  am  somewhat  at  a  disad- 
vantage this  morning  in  that  the  time  given  me  to  prepare  for  this 
presentation  has  been  short.  Moreover,  when  I  left  the  Postal  Sav- 
ings System  I,  of  course,  left  all  my  data  there,  so  that  I  am  speaking 
from  memory.  If  I  make  any  mistakes,  therefore,  I  will  reserve  the 
right  to  correct  them. 

The  Chairman.  The  committee  will  give  you  a  copy  of  your  testi- 
mony to  correct  before  it  is  printed,  so  that  we  may  have  the  record 
accurate. 

Mr.  FuLLAWAY.  Thank  you,  Senator. 

The  Chairman.  Let  me  ask  you  this,  sir :  Is  there  a  mutual  or  a 
private  savings  system  in  Great  Britain,  aside  from  the  postal-sav- 
ings system? 

Mr.  FuLLAWAY.  They  have  what  they  call  the  trustee  banks  there. 
Prior  to  the  installation  of  postal -savings  banks  the  trustee  bank  sjrs- 
tem  had  many  shortcomings.  The  postal  bank  of  England  is  an  im- 
portant institution  with  the  English  people.  During  the  war,  not- 
withstanding the  enormous  sales  of  war-savings  stamps,  the  deposits 
in  the  postal-savings  banks  increased  materially. 

The  Chairman.  Can  a  depositor  draw  a  check  to  pay  his  bills  or 
current  expenses? 

Mr.  FuLLAWAY.  No,  sir.  England  has  a  highly  centralized  system, 
which  necessitates  the  employment  of  about  4,000  clerks  in  the  city 
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of  London.  Withdrawals  can  be  made  from  local  depositories  only 
up  to  £1.  Any  application  to  withdraw  a  larger  amount  must  go  to 
Ix)ndon,  where  all  the  accounts  are  kept^  and  anything  above  £1  is 
paid  by  means  of  a  check,  which  is  cashed  at  the  local  post  office. 

The  Chairman.  Is  there  anything  in  the  law  over  there  requiring 
notice  of  withdrawal? 

Mr.  FuLLAWAY.  Yes,  sir;  they  not  only  have  to  give  notice,  but 
the  application  must  go  to  London  to  be  honored. 

The  Chairman.  Proceed,  Mr.  FuUaway.  You  will  forgive  my 
interruption. 

•  Mr.  Fullaway.  Yes;  certainly.  Mr.  Meyer's  plan,  I  believe,  is 
well  conceived  and  funda.ne  itahv  sour^L  He  is  better  able  than  1 
am  to  pass  upon  the  financial  features  of  it.  My  purpose  this  morn- 
ing, as  I  have  said,  will  be  simp!;'  to  point  out  some  of  the  things 
which  have  militated  against  the  success  of  our  postal  banks. 

It  took  40  years  of  effort  to  secure  a  Postal  Savings  System  in 
this  country ;  and  to  my  mind,  at  least,  the  10  years  of  its  operation 
have  been  very  much  of  a  disappointment.  There  are  several  rea- 
sons for  this :  The  principal  one  is  in  the  law  itself ;  that  is  to  say, 
the  very  low  rate  of  interest  paid,  which  is  2  per  cent. 

Mr.  Meyer.  Will  you  state,  for  the  infonnation  of  the  committee, 
your  basis  for  feeling  that  that  is  the  principal  disadvantage  in  the 
present  system,  Mr.  Fullaway? 

Mr.  Fullaway.  I  believe  that  it  does  not  tend  to  encourage  the 
practice  of  thrift,  particularly  at  the  present  time,  with  the  hi^rher 
interest  rates  paid  which  prevail  in  securities.  It  is  useless  to  attemj)t 
to  do  anvthing  in  the  way  of  encouraging  thrift  if  vou  do  not  offer  a 
person  something  worth  while. 

Mr.  Meyek.  Did  you,  in  the  course  of  your  official  experience, 
come  upon  the  expression  of  that  idea  from  other  people,  also? 

Mr.  FuiXAWAY.  Oh,  yes;  practically  everv  postmnsler  addressed 
on  the  subject  of  the  best  means  of  furtherin<r  the  interests  of  thV> 
system  and  increasing  deposits,  replied  that  the  interest  rate  was 
too  low. 

Mr.  Meyer.  And  did  they  say  that  at  a  higher  rate  they  could  get 
savings  which  thev  could  not  get  now.  and  which  other  banks  do 
not  get?  It  would  not  serve  the  public  interest  merely  to  set  up  a 
posttal  savings  system  to  compete  with  the  existing  banks.  It  is  of 
interest,  however,  to  stimulate  thrift  on  the  part  of  people  who  do 
not  now^  practice  it  and  to  obtain  deposits  from  those  now  hoarding 
coin  and  currency. 

Mr.  FuiJ-..\WAY.  Yes.  The  Postal  Savings  System  is  not,  prop- 
erly speaking,  an  addition  to  the  banking  system  of  the  country;  it 
is  purelv  the  exercise  of  a  proper  function  of  government  to  encour- 
age the 'practice  of  thrift. 

Mr.  Mp:yer.  And  the  consensus  of  opinion  of  the  postmasters  was 
that  the  present  system  did  not  encourage  it  ? 

Mr.  Fn.LAWAY.  Decidedly.  Coupled  with  that,  and  almost  equally 
important,  are  the  rather  oppressive  regulations  for  the  pa3Tnent  of 
interest.  Perhaps  you  all  know — if  you  do  not,  I  will  point  it  out — 
that  a  deposit  made  on  the  1st  day  of  September,  1920,  or  at  any 
time  during  the  month  of  September,  would  not  begin  to  bear  inter- 
est until  the  1st  day  of  October,  and  the  interest  would  not  become 
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due  and  payable  until  the  1st  day  of  October  of  the  following  year, 
if  the  money  is  withdrawn  at  any  time  during  that  period,  the  inter- 
est is  forfeited,  and  62  per  cent  of  the  deposits  are  withdrawn  within 
the  first  year. 

The  Chairman.  The  system  of  the  mutual  savings  banks — in  this 
State,  at  least — I  believe,  is  such  that  one  who  deposits  money  during, 
say,  September  J.  will  draw  interest  from  the  1st  of  October  and  have 
it  credited  to  his  account  after  the  1st  of  January  following. 

Mr.  FuLLAWAY.  Yes.  Many  of  the  saving  banks  make  the  inter- 
est retroactive ;  and  if  money  is  deposited  within  the  first  10  days  of 
the  month,  they  go  back  to  the  first  day  of  the  month  for  the  purpose 
of  calculating  interest. 

The  Chairman.  Do  not  the  savings  banks  figure  the  interest  quar- 
terly? 

Mr.  FuLLAWAY.  Mostly  semiannually. 

The  Chairman.  My  recollection  is  that  the  New  York  savings 
banks  figure  the  interest  from  the  first  of  each  quarter.  Am  I  correct 
about  that  ? 

Mr.  FullawaT.  Well,  I  am  not  very  intimately  acquainted  with 
that. 

Mr.  Meyer.  The  practice  varies,  does  it  not.  Senator? 

The  Chairman.  I  believe  it  does.  I  know  of  a  bank  where  I  have 
an  account;  and  if  we  deposit  before  the  10th  of  January,  on  the 
1st  of  July  we  are  credited  with  six  months'  interest.  If  we  deposit 
before  the  1st  of  April,  on  the  1st  of  July  we  are  credited  with  three 
months'  iuterest. 

Mr.  Meyer.  And  then  would  they  credit  you  everv  six  months? 

The  Chairman.  Yes.  If  we  draw  our  montey  out  before  the  1st  of 
July,  however,  we  get  no  interest  on  the  money  deposited  up  to  the 
1st  of  July. 

Mr.  Fullaway.  That  makes  the  mechanics  of  computing  interest 
very  simpjle.  Our  postal  savings  banks  do  not  compound  interest, 
although  it  is  possible  for  one  to  go  to  the  post  office  and  withdraw 
his  interest  and  redeposit  it,  but  the  interest  is  not  automatically 
added  to  the  principal. 

Mr.  Meyer.  Mr.  Fullaway,  then  your  experience  teaches  vou  that 
the  present  rate  of  interest  is  inadequate  to  stimulate  thrift  on  the 
scale  that  you  think  could  be  done  ? 

Mr.  Fulx.away.  Decidedly. 

Mr.  Meyer.  Secondly,  you  think  that  the  regulations  as  to  the 

gayment  of  interest  are  a  decided  deterrent  to  the  growth  of  the 
ostal  Savings  System? 

Mr.  Fullaway.  Decidedly. 

Mr.  Meyer.  Now,  then,  what  other  weaknesses  exist  in  the  system 
as  at  present  operated,  in  the  light  of  the  purposes  of  the  law  by 
which  it  was  brought  into  existence? 

Mr.  Fullaway.  I  have  outlined  two  of  the  principal  ones.  A 
third  one  is  the  small  number  of  post  offices  at  which  the  service  is 
available.  The  two  cardinal  points  of  a  Postal  Savings  System  are 
convenience  and  safety.  That  funds  deposited  with  the  Govern- 
ment are  safe  needs  no  supporting  argument,  and  through  the  agency 
of  the  post  office,  which  has  its  postmaster  at  every  crossroads  of  the 
country,  facilities  for  saving  may  be  made  available  at  thousands 
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of  places  where  it  would  be  impossible  for  a  private  savings  bank 
to  exist — even  a  branch  savings  bank— on  account  of  the  expense  in- 
volved. When  the  system  was  first  organized  the  trustees  installed 
it  at  a  very  large  number  of  fourth-class  post  offices.  Later  that 
policy  was  reversed,  and  at  the  present  time  practically  all  the 
fourth-class  post  offices  have  been  eliminated.  Finally,  an  amend- 
ment to  the  postal  savings  law  was  passed  which  prohibited  the  pay- 
ment of  compensation  to  any  postmaster  for  transacting  postal  sav- 
ings business;  so  you  can  readily  see  that  any  incentive  a  postmaster 
might  have  to  extend  the  system  is  absent.  It  means  now  only  a 
large  amount  of  additional  work  at  already  overworked  post 
offices  and  entirely  without  compensation  to  the  postmaster. 

The  Chairman.  I  am  anxious  to  know  how  it  operates  in  New 
York  City.  We  have  a  general  post  office  down  town,  although  I 
believe  that  our  main  post  office  is  now  at  the  Pennsylvania  Terminal. 

Mr.  FuLLAWAY.  The  Pennsylvania  Station  is  now,  I  believe,  the 
main  post  office. 

The  Chairman.  Yes.  We  have,  throughout  the  city,  a  number  of 
branch  post  offices,  where  regular  postal  business  is  conducted,  and 
in  addition  to  that  we  have  a  number  of  substations  where  money 
orders  are  sold  and  cashed  and  where  postage  stamps  are  sold.  Now, 
do  I  understand  that  these  branch  post  offices  carry  on  a  banking 
business? 

Mr.  FrxLAWAY.  Yes,  sir;  in  fact.  Station  B,  in  the  Italian  and 
Jewish  district,  has  about  17,000  depositors,  with  about  $7,000,000 
on  deposit.    That  is  the  largest  unit  in  the  country. 

The  Chairman.  Are  savings  deposits  accepted  at  th^  so-called  sub- 
stations throughout  the  city  ? 

Mr.  FixLAWAY.  At  some  of  them,  but  very  few.  Principally  at 
the  branches  only. 

The  Chairman.  Is  it  a  practical  thing,  do  vou  believe,  to  accept 
deposits  at  all  of  these  so-called  substations,  where,  in  the  past,  they 
have  only  been  selling  stamps  and  writing  money  orders? 

Mr.  FcxLAWAY.  Not  at  what  one  might  call  the  small  "  contract " 
stations,  which  are  simply  places  for  the  distribution  of  stamp  sup- 
plies ;  and  they  are  fast  disappearing  with  the  installation  of  auto- 
matic devices. 

Mr.  Meyer.  You  mean  the  drug  stores  and  the  like  ? 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  They  are  not  really  branches? 

Mr.  FuLLAWAY.  No ;  they  are  simply  "  contract "  stations,  where  the 
proprietor  of  the  store  is  paid  a  small  fee  for  the  distribution  of 
stamp  supplies. 

Mr.  Meyer.  But  in  what  are  designated  as  the  branches  and  sub- 
stations, you  think  the  system  could  be  successfully  installed  ? 

Mr.  FuLLAWAY.  Decidedly.  That  is  to  say,  where  the  place  is 
manned  by  sworn  postal  employees. 

Mr.  Meyer.  And  that  would  include  all  the  fourth-class  post 
offices  ? 

Mr.  FuLLAWAY.  Yes.  I  was  going  to  add  that  my  remarks  apply 
particularly  to  the  "  cross-roads  "  post  office. 

The  Chairman.  There,  of  course,  the  post  office  is  usually  con- 
ducted in  a  rented  building,  by  a  man  who  occupies  that  building, 
in  part,  for  some  other  business? 
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Mr.  FuLLAWAY.  Usually  a  general  store. 

The  Chairman.  Yes;  but  he  has  everj^  post-office  facility  there — 
a  safe  and  other  Government  property? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  And  it  would  be  feasible  for  him  to  conduct  the 
postal-savings  business  ? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  If  there  is  much  business  at  all,  he  usually  has  a 
clerk  whose  salary  he  pays  himself,  who  attends  to  the  busmess  in 
his  store  besides  looking  after  the  post-office  business? 

Mr.  FuLLAWAY.  Yes.  The  fourth-class  postmasters  are  compen- 
sated on  the  basis  of  their  cancellations,  with  other  small  allowances. 

The  Chairman.  And  necessarily  would  have  to  have  a  little  addi- 
tional compensation  for  a  postal  savings  bank  ? 

Mr.  FuLLAWAY.  I  think  so.  I  will  cite  one  case  in  point :  The 
postmaster  at  Roslyn,  State  of  Washington,  a  small  presidential  or 
a  fourth-class  office,  conducts  quite  a  large  postal-savings  business^ 
and  under  the  law  is  compelled  to  do  it  without  compensation. 

Mr.  Meyer.  What  were  the  conditions  in  that  office,  particularly, 
that  you  have  in  mind  ? 

Mr.  FuLi^AWAY.  It  happens  to  be  an  industrial  community,  where 
a  large  number  of  foreigners  are  employed  who  were  acquainted 
with  the  postal-savings  systems  at  home,  and  they  therefore  patron- 
ized it  here. 

Mr.  Meyer.  And  business  became  so  large  in  that  office 

Mr.  FuLLAWAY  (interposing).  That  it  was  very  embarrassing  to 
the  postmaster,  and  rathfer  a  difficult  thing  to  have  the  business 
satisfactorily  transacted  there.  I  do  not  know  how  it  worked  out, 
but  I  cite  tnat  case  as  one  in  point  of  what  might  be  termed  the 
injustice  to  the  postmaster. 

Mr.  Meyer.  8o  you  think  that  a  postmaster  in  such  a  station  as 
that  would  be  inchned  to  discourage  the  postal  sa^^ngs,  rather  than 
otherwise,  do  you  ? 

Mr.  FuLLAWAY.  Naturally. 

Mr.  Meyer.  Because  it  would  make  just  that  much  additional 
work  for  him  without  any  compensation  for  it  ? 

Mr.  FixLAWAY.  Yes ;  and  unless  something  is  done  along  that  line, 
I  doubt  very  much  whether  we  can  have  the  cooperation  of  the 
postmasters  in  any  forward  movement. 

Mr.  Meyer.  So  you  consider  the  change  which  I  propose  in  my 
recommendation  to  the  committee,  that  the  postmaster  be  given  credit 
for  his  work  in  connection  with  the  Postal  Savings  Svstemin  his 
rating,  as  an  absolutely  essential  feature  of  expansion  oi  the  system? 

Mr.  FiLLAWAY.  I  consider  it  a  necessity. 

Mr.  Meyer.  A  necessitv  ? 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  I  suppose  you  would  not  care  especially  to  discuss  the 
disposition  of  deposits  to  be  used  to  buy  Government  securities, 
instead  of  to  leave  the  postal  savings  funds  on  deposit,  would  you  ? 

Mr.  FuLLAWAY.  I  have  always  had  a  definite  idea  on  that  point, 
and  I  might  advance  it  for  whatever  it  is  worth.  I  believe  that  the 
function  of  the  Post  Office  Department  stops  when  they  have  col- 
lected the  money.    The  funds  should  then  be  turned  over  to  the  com- 
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missioner  of  public  debt  or  to  sinking  fund  commissioners,  or  be 
supervised  by  a  board  composed  of  the  people  concerned  with  it,  for 
investment  in  the  public  debt.  1  learned  of  a  very  good  suggestion 
last  night,  that  a  representative  of  the  public  should  he  on  that  board 
to  keep  the  interests  of  the  public  in  mind — to  see  that  the  interests 
of  the  public  were  preserved. 

The  Chairman.  I  was  a  Member  of  the  House  of  Representatives 
when  the  postal  savings  bill  was  passed,  and  it  was  opposed  by  some 
savings-bank  interests  at  the  time.  I  recall  that  it  was  argued  that 
the  establishment  of  the  Postal  Savings  Sysem  would  result  dis- 
astrously to  the  savings-bank  system.  1  did  not  believe  it  would, 
and,  for  that  reason,  I  very  willingly  voted  for  it. 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  I  recall  that  the  bill  was  passed  providing  that 
the  money  deposited  should  be  redeposited  in  the  local  banks  in  the 
particular  neighborhood  or  locality  where  the  saving:s  were  placed 
in  the  postal  bank.  Do  you  know  if  it  has  been  the  uniform  practice 
to  deposit  all  of  the  saving  of  the  Postal  System  in  the  local  banks? 

Mr.  FuLXAWAY.  Yes,  sir.  If  you  remember  the  debates  during 
the  consideration  of  the  bill,  you  will  recall  the  point  raised  by  Sena- 
tor Bailey  that  the  proposed  postal  savings  law  was  really  unconsti- 
tutional, in  that  the  Constitution  did  not  permit  the  TTnited  States 
to  go  into  the  banking  business,  broadly  speaking.  That  obiection 
was  eliminated  by  the  introduction  of  an  amendment  by  Senator 
Smoot  which  placed  the  entire  fund  under  the  control  of  the  Presi- 
dent for  investment  in  bonds  or  securities  of  the  United  States  in 
case  of  a  national  emergency,  such  as  war,  or  when  the  interests  of 
the  United  States  mi^ht  require  the  use  of  it.  That,  he  thought, 
brought  the  funds  within  the  borrowing  capacity  of  the  Nation. 
When  the  bill  went  to  the  House  they  made  this  rather  more  definite 
bv  prescribing  that  5  per  cent  of  the  fund  should  be  kept  in  the 
Treasury  as  a  reserve ;  30  per  cent  might  be  invested  in  Government 
bonds  under  certain  conditions;  and  that  65  per  cent  of  the  money 
might  remain  in  local  banks.  Later  on  these  provisions  were 
amended  so  as  to  provide  for  the  deposit  of  all  funds  in  the  local 
banks  with  the  exception  of  the  5  per  cent  reserve,  and  the  clause 
which  put  the  entire  fund  under  the  control  of  the  President  in  case 
of  national  emergency  was  retained. 

The  Chairman.  Under  the  terms  of  the  law  there  is  no  notice 
required,  as  I  understand,  from  a  depositor  of  his  intention  to  with- 
draw his  money? 

Mr.  FuLLAWAY.  No,  sir.  Mr.  Meyer's  plan  will  have  this  advan- 
tage :  It  will  make  each  postal  savings  depositor  an  indirect  partici- 
pant in  the  public  debt,  in  that  his  deposits  will  be  used  for  invest- 
ment in  United  States  bonds,  and  he  may  withdraw  his  deposits  or 
any  part  of  them  at  will,  with  a  just  interest,  and  avoid  any  possible 
shrinkage  in  value  that  might  come  about  if  he  bought  a  bond 
himself. 

The  Chairman.  So  that  rather  than  buying  a  bond,  as  many  of  our 
people  did  from  their  savings  during  the  war,  and  expecting  to  be 
able  to  dispose  of  it  at  par  whenever  they  wanted  to,  they  are  con- 
fronted with  a  situation  where  they  would  lose  15  per  cent  if  they 
disposed  of  it  to-day 
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Mr.  FuixAWAY  (interposing).  Yes. 

The  Chairman  (continuing).  Whereas  under  this  system  their 
money  would  be  in  the  main  invested  in  Government  securities  ? 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  And  they  could  always  (^raw  it  out  and  get  what 
they  put  in  ? 

Mr.  FuLLAWAY.  Yes.  We  should  also  remember  that  three  issues 
of  war-savings  stamps  and  some  of  the  short-.term  bonds  will  expire 
before  very  long,  and  it  would  be  a  very  good  thing  if  the  Postal 
Savings  System  were  so  reorganized  as  to  conduct  a  campaign  to 
induce  owners  of  the  securities  to  convert  their  holdings  at  maturity 
into  postal  savings  deposits.  All  this  was,  of  course,  impossible  in 
the  early  days  of  the  system  on  account  of  our  having  practically  no 
public  debt.  The  present  moment  I  consider  a  very  opportune  one 
and  the  psychological  one  to  make  the  reorganization. 

Mr.  Meyer.  Mr.  Chairman,  almost  everybody  who  discusses  this 
question  asks  how  would  it  affect  the  savings  banks  situation,  and 
tnat  has  been  discussed  in  the  publio  press  since  I  appeared  before 
your  committee.  Would  Mr.  Fullaway  say  as  to  whether  or  not  the 
Postal  Savings  System  so  far,  at  any  time,  m  his  judgment,  has  inter- 
fered with  the  savings  banks  of  the  country,  or  whether  it  has  tended 
to  help  them  ?  i 

Mr.  Fullaway.  It  has  helped  them.  In  connection  with  an  appli- 
cation to  Congress  for  an  increase  of  the  amount  that  mi^ht  be  de- 
posited by  any  one  individual  I  attempted  to  collate  the  savings-bank 
deposits  in  various  sections  of  the  country  and  to  obtain  the  per- 
centage of  increase  for  periods  before  the  Postal  Savings  System  was 
installed  and  afterwards.  I  found  that  the  increase  in  savings- 
bank  deposits  was  larger  after  the  system  was  installed,  which  bore 
out  the  claims  of  the  proponents  of  tne  system  that  the  postal  savings 
banks  were  really  feeders  to  the  stock  and  mutual  organizations. 

Mr.  Meyer.  Do  you  think  that  the  payment  of  a  4  per  cent  rate  of 
interest  by  the  Government  would  interfere  with  the  ordinary  sav- 
ings banks,  stock  or  mutual,  or  do  you  think  it  would  continue  to 
help  them  as  the  present  rate  has? 

Mr.  Fullaway.  A  4  per  cent  rate  appeals  to  me  very  strongly, 
because  I  believe  the  people  are  entitled  to  it,  in  the  first  place,  ana 
it  would  lend  itself  very  readily  to  the  present  accounting  syst^  of 
the  postal  savings  banks. 

Mr.  Meyer.  \  ou  mean  it  would  be  easier  from  a  mechanical  stand- 
point in  administering  the  system? 

Mr.  Fullaway.  Yes.      For  example,  to  pay  1  per  cent  per  quarter. 

Mr.  Meyfji.  Or  2  per  cent  semiannually? 

Mr.  Fui.LAWAY.  Yes.  I  would  prefer  1  per  cent  per  quarter,  and 
then  make  the  requirement  thnt  the  mouey  sliould  remain  on  deposit 
for  three  months  in  order  to  bear  that  1  per  cent. 

Mr.  Meyer  But  you  do  not  think  that  a  4  per  cent  rate  would  in- 
terfere with  the  banks 

Mr.  Fullaway.  Well,  on  that  point  I  nm  not  entirely  clear 

Mr.  Meyer.  Well,  1  will  not  press  that  point,  if  you  have  not 
considered  it. 

Mr.  Fullaway.  The  tendency  has  always  been  to  keep  the  postal- 
savings  interest  rate  about  one-half  of  1  per  cent  lower  than  the 
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stock  and  mutual  or<?anizations,  in  line  with  the  theory  that  they 
should  be  feeders  to  the  private  institutions. 

Mr.  Meyer.  Many  savings  banks  pay  over  4  per  cent  now,  do  they 
not? 

Mr.  FuLLAWAY.  I  think  they  do;  yes.  At  the  time  the  Postal 
Savings  System  was  organized'the  average  was,  I  think,  about  3.70 
or  3.80. 

The  Chairman.  I  asked  the  question  of  a  savings-bank  presi- 
■dent  in  Boston  recently,  and  my  recollection  is  that  he  said  the  rate 
paid  in  Boston  now  is  4J. 

Mr.  FnxAWAY.  It  has  gone  up  with  the  rise  in  interest  rates  since 
the  war  financing  started. 

The  CnAiRaiAN.  In  the  development  of  this  system,  and  increasing 
the  amount  that  one  miglit  deposit  and  the  rate  of  interest,  would 
you  also  provide  that  notice  should  be  given  before  the  total  deposit 
anight  he  withdrawn  ? 

Sir.  FciXAWAY.  No,  sir.  I  think  one  of  the  strongest  points  of  our 
system  has  been  the  ability  of  the  depositor  to  withdraw  his  money 
on  demand.  I  think  the  present  limit  of  deposit  of  $2,500  is  ample. 
The  thought  that  I  had  iamind  was  that  the  payment  of  1  per  cent  per 
quarter,  with  forfeiture  of  that  interest  if  the  money  was  withdrawn 
Tvithin  the  quarter 

Mr.  Meyer  (interposing).  Forfeiture  of  the  quarter's  interest 
only? 

Mr.  FuLiLAWAY.  Yes;  forfeiture  of  the  quarter's  interest  only — 
my  thought  was  that  it  would  tend  to  prevent  people  withdrawing 
their  deposits  to  satisfy  the  desires  of  the  moment.  It  would  be  an 
impetus  to  sa\nng,  without  being  oppressive  in  any  way. 

Mr.  Meyer.  Mr.  Chairman,  I  understand  the  present  attitude  of 
the  savings  banks — meaning  by  that  some  of  the  presidents  of  the 
largest  savings  banks — is  not  of  the  same  character  of  complete 
opposition  to  the  development  of  the  Government  Postal  Savings 
System  that  was  formerly  the  case;  but  it  might  be  interesting  to 
ask  Mr.  FuUaway,  who  has  followed  the  matter  for  the  last  10  years 
•so  closely,  as  to  whether  any  of  the  fears  entertained  by  the  stock 
and  mutual  savings  companies  have  come  to  pass  or  been  realized? 

Mr.  FuLLAWAY.  None  of  their  fears  have  materialized. 

Mr.  Meyer.  They  have  all  been  proven  groundless  by  actual  ex- 
perience? 

Mr.  FuLLAWAY.  And  by  demonstration — by  using  the  statistics. 

Mr.  Meyer.  And  during  the  war  when  the  war  savings  stamps 
drive  was  on  neither  the  postal  savings  deposits  nor  the  private 
mutual  or  stock  companies'  deposits  suffered  materially  from  with- 
drawals, so  far  as  you  know  ? 

Mr.  FuLLAWAY.  The  postal  savings  bank  did  suffer  somewhat, 
because  the  two  systems,  of  postal  savings  and  war  savings  stamps, 
were  run  side  by  side  in  the  post  office,  wdth  all  the  pressure  back  of 
the  war  savings  stamps.  As  a  result,  many  postmasters  took  ad- 
vantage of  the  sale  of  war  savings  stamps  to  eliminate  a  few  remain- 
ing postal  savings  accounts  that  they  had,  thereby  securing  a  dis- 
oontmuance  of  that  work  in  their  office. 

Mr.  Meyer.  Then  the  only  savings  accounts  that  were  withdrawn 
in  the  Liberty  loan  drives  and  the  war  savings  drives  were  postal 
saving  deposits  themselves  ? 
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Mr.  FuixAWAY.  Yes,  sir ;  substantially  so.  That  is  to  say,  there  was 
an  increase  in  savings  banks  deposits  after  the  drives  that  made  up 
for  withdrawals  during  the  drives. 

Mr.  Meyer.  But  postal  savings  deposits  were  not  very  extensively 
withdrawn? 

Mr.  FuiXAWAY.  Xo. 

Mr.  Meyer.  As  compared  to  the  whole? 

Mr.  Fru^AWAY.  No.  The  loan  drives  had  this  advantage:  It 
showed  what  can  be  done  at  the  post  office  in  the  way  of  encouraging 
economy  and  thrift. 

Mr.  Meyer.  As  a  matter  of  fact,  do  you  think  it  is  entirely  in  line 
with  public  interest  that  people  having  postal  savings  deposits  should, 
at  a  given  period,  withdraw  them  for  investment  in  the  more  per- 
manent obligations  of  the  Government? 

Mr.  FuLLAWAY.  I  do.  The  Postal  Savings  System  is  no  place  for 
hoarders. 

The  Chairman.  In  line  with  what  you  said  as  to  the  sale  of  war- 
savings  stamps,  I  recall  that  in  some  of  the  post  offices  of  the  country 
a  campaign  was  inaugurated  by  the  letter  carriers,  and  they  offered 
prizes,  and  they  went  around  from  door  to  door,  in  uniform,  and 
urged  the  people  to  buy  war-savings  stamps. 

Mr.  FuLLAWAY.  Yes. 

The  Chairman.  I  do  not  remember  the  exact  sum,  but  I  know  that 
in  Brooklvn,  where  I  live,  a  vast  amount  of  war-savings  stamps  were 
sold — up  in  the  millions — by  the  letter  carriers. 

Mr.  FuLLAWAY.  Yes.  That  being  so,  why  is  it  not  equally  feasible 
that  such  a  campaign  should  be  waged  in  behalf  of  postal  savings; 
certainly  it  is  equally  important  in  this  time  of  reconstruction  ? 

Mr.  Meyer.  Here  is  a  postal  savings  certificate  representing  a  de- 
posit of  $1  [handing  paper  to  Mr.  Fullawayl.  Do  you  consider  that 
form,  so  far  as  the  mechanics  and  administration  are  concerned,  satis- 
factory and  desirable  in  all  respects? 

Mr.  FnxAWAY.  Yes,  sir.  It  lends  itself  very  readily  to  the  idea 
of  a  4  per  cent  rate,  payable  1  per  cent  quarterly. 

Mr.  Meyer.  Have  you  had  any  complaints  as  to  the  mechanical  ad- 
ministration under  this  arrangement  of  the  certificate? 

Mr.  Fi'llaway.  Practically  none. 

Mr.  Meyer.  Do  you  anticipate,  with  an  enlarged  Postal  Savings 
Svstem,  that  there  would  be  any  mechanical  difficulties  that  would 
develop  which  do  not  now  exist  ? 

Mr.  FrLLAWAY.  No,  sir;  not  if  the  4  per  cent  rate  were  applied; 
and  I  defer  to  your  knowledge  of  the  rates  now  paid  by  savings  banks 
generally  as  warranting  the  payment  of  4  per  cent  interest  to  postal 
savings  depositors. 

Mr.  Meyer.  I  merely  mentioned  to  the  committee  4  per  cent  as  the 
rate  that  seemed  to  me  to  be  right,  but  I  have  always  considered  it 
open  to  discussion. 

Mr.  FiLLAWAY.  If  the  average  rate  now  paid  by  savings  banks 
generally  is  4J  per  cent,  it  would  be  quite  right  and  proper  to  pay 
4  per  cent  to  postal  savings  depositors.  The  certificate  system  is 
the  most  economical  system  that  could  possibly  be  devised  for  carry- 
ing out  the  purposes  of  the  Postal  Savings  System.  The  interest 
is  calculated  at  Washington  in  a  very  simple  way,  and  instead  of 
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having  4,000  clerks  at  the  central  office,  as  is  the  case  in  London,  the 
force  is  less  than  100  in  Washington. 

Mr.  Meyer.  Have  you  ever  had  any  difficulty  in  the  administra- 
tion of  the  Postal  Savings  System  in  connection  with  getting  suffi- 
cient funds  to  any  given  postal  savings  depository  in  connection  with 
withdrawals  ? 

Mr.  FuLLAWAY.  Never. 

Mr.  Meyer.  Do  you  anticipate  that  there  would  ever  be  any  such 
difficulty,  with  an  enlarged  system,  as  is  contemplated  ? 

Mr.  ^uuLAWAY.  Of  course,  if  you  extend  the  system  to  all  fourth- 
class  offices,  it  would  be  necessary  at  times  to  remit  funds  to  points 
ha\4n^  no  local  banking  facilities,  where  the  deposits  did  not  exceed 
the  withdrawals.  In  such  case  the  law  gives  the  trustees  the  right 
to  require  sufficient  notice  to  obtain  those  funds. 

Mr.  Meyer.  You  would  anticipate,  therefore,  no  difficulty  in  tlie 
administration,  even  if  withdrawals  in  a  given  center  for  a  peculiar 
reason  happened  to  be  temporarily  large  ? 

Mr.  FuLLAWAY.  None  whatever.  If  necessary,  the  other  post- 
office  funds  could  be  used  for  that  purpose. 

The  Chairman.  Have  you  in  your  mind  the  total  amount  of  War 
savings  stamps  sold  during  the  war^ 

Mr.  FuLLAWAY.  If  my  recollection  is  correct,  it  was  considerably 
in  excess  of  $2,000,000,0()0. 

Mr.  Meyer.  It  was  not  that  much,  I  think. 

Note. — The  sales  amount  to  about  $1,250,000,000,  maturity  value. 

The  Chairman.  Would  it  be  possible  to  obtain  information  as 
to  the  exact  extent  to  which  war  savings  stamps  were  sold  by  the 
post  offices  ? 

Mr.  Meyer.  You  mean  the  war  savings  stamps? 

The  C^HAiRMAN.  Yes. 

Mr.  Fi^LLAWAY.  I  think  the  Post  Office  Department  sold  between 
70  and  80  per  cent  of  them.  That  is  according  to  my  recollection, 
which  may  not  be  exactly  accurate ;  but  it  is  in  the  annual  report  of 
the  Postmaster  General  for  1919  and  may  be  readily  verified. 

Mr.  Meyer.  You  mean  throughout  the  entire  period  ? 

Mr.  Fuuj^way.  Yes. 

The  Chairman.  They  are  not  selling  stamps  now,  are  they? 

Mr.  FrxLAWAY.  I  am  not  sure. 

The  Chairman.  Will  you  ascertain  that  and  put  it  in  your  testi- 
mony? 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  I  think  they  are  still  selling  them. 

Note. — War  savincfs  stamps  are  still  being  sold. 

The  Chairman.  It  nearly  $2,000,000,000  worth  were  sold,  and  the 
Post  Office  Department  was  able  to  sell  between  70  and  80  per  cent 
of  them,  it  is  very  interesting. 

Mr.  Meyer.  Yes.  Of  course,  thev  had  an  organization  to  stimu- 
late the  sale,  which  helped  materially. 

The  Chahiman.  Yes.  I  think  it  might  be  well  to  have  the  post- 
master here  at  New  York  and  in  Brooklyn  find  out  and  let  us  know 
just  what  part  of  the  work  of  the  sale  of  war-savings  stamps  they 
actually  performed,  because  I  know  in  Brooklyn  a  vast  amount  was 
«old  by  the  Post  Office  Department  itself.  It  might  be  interesting 
to  know  just  how  that  worked  out. 
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Mr.  FuLLAWAT.  Yea 

Mr.  Meyer.  Admitting,  Mr.  Fullaway,  that  Government  stimu- 
lation of  thrift  and  saving  would  be  helpful,  admitting  that  the 
economic  situation  requires  an  increase  in  the  total  amount  of  sav- 
ings, do  you  agree  that  the  expansion  of  the  Postal  Savings  System. 
would  furnish  the  best  known  agency  and  the  simplest  mechanical 
method  for  producing  the  result  desired  ? 

Mr.  Fullaway.  I  have  no  doubt  on  that  point.  The  experiences- 
encountered  during  the  war — rather,  I  should  say.  the  duties  de- 
volving upon  the  Post  Office  Department  during  tne  war — ^proved 
that  it  was  the  logical  and  the  only  agency  for  reaching  all  the  peo- 
ple in  an  effective  way. 

Mr.  Meyer.  If  there  were  anv  other  way,  would  it  be  as  econom- 
ical? 

Mr.  Fullaway.  No,  sir;  it  would  not.  The  new  business  can  be 
very  readily  added  to  the  work  of  the  already  existing  organization^ 

Mr.  Meyer.  At  small  expense? 

Mr.  Fullaway.  At  very  small  expense ;  yes.  As  you  know,  there 
is  always  considerable  slack  in  every  large  organization  which  can 
be  utilized. 

Mr.  Meyer.  Yes.  You  stated  that  the  postmasters  had  recom- 
mended a  raise  in  the  rate  of  interest.  Was  this  as  the  reult  of  a 
general  inquiry  sent  out  from  the  department  in  Washington? 

Mr.  Fullaway.  It  was.  The  postmasters  did  not,  generally  speak- 
ing, recommend  an  increase  in  the  rate.  To  be  exact,  what  they  did 
do  was  to  point  out  the  difficulties  of  obtaining  postal  savings  de- 
posits. 

Mr.  Meyer.  At  such  a  low  rate  of  interest? 

Mr.  Fullaway.  Yes;  at  such  a  low  rate;  in  view  of  higher  rates 
paid  by  banks  which  were,  in  their  judgment,  perfectly  safe. 

Mr.  Meyer.  And  did  they  not  also  have  in  mind  that^  2  per  cent 
was  no  inducement  to  other  people  than  f;hose  who  were  deposit- 
ins^  in  savings  banks? 

Mr.  FuiiLAWAY.  They  did:  they  made  the  statement  as  an  excuse 
for  not  having  more  deposits,  rather  than  in  connection  with  a  de- 
sire to  obtain  more,  however. 

Mr.  Meyer.  And  you  think  the  lack  of  a  desire  to  obtain  more,  if 
I  understood  you,  was  largely  due  to  the  fact  that  they  got  no  recog- 
nition for  the  service,  and  it  only  involved  added  responsibility  and 
trouble,  without  compensation? 

Mr.  Fullaway.  Exactly. 

Mr.  Meyer.  The  other  recommendation  which  the  postmasters 
made,  as  a  result  of  general  inquiry,  as  I  understood  you  to  say,  was: 
that  the  regulations  governing  the  payment  of  interest  should  be 
changed? 

Mr.  Fullaway.  They  considered  the  method  of  paying  interest 
militated  against  the  system. 

Mr.  Meyer.  Did  they  consider  it  unfair? 

Mr.  Fullaway.  It  amounted  to  that. 

Mr.  Meyer.  Mr.  Chairman,  I  think  Mr.  Fullaway,  whom  your  com- 
mittee summoned  here,  in  the  absence  of  Mr.  Dockery,  Third  Assist- 
ant Postmaster,  has  expressed  most  reliable  opinions,  and  on  account 
of  his  seven  years'  experience  as  assistant  director  of  postal  sav- 
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ings,  he  seems  to  me  to  be  thoroughly  qualified  to  testify.  I  believe 
that  he  has  substantiated  my  representations  before  the  committee 
when  I  appeared  originally.  I  had  not  the  pleasure  of  knowing 
Mr.  FuUaway  at  the  time,  but  it  seems  to  me  he  has  entirely  sub- 
stantiated my  contention,  first,  that  a  higher  rate  of  interest  than 
2  per  cent  must  be  paid  as  a  matter  of  feirness  to  the  people  who 
deposit,  and  as  a  basis  for  expanding  the  system  in  the  interest  of 
the  people  and  the  (lovemment;  secondly,  he  has  substantiated 
my  recommendation  that  the  number  of  post  offices  receiving  de- 
posits should  be  increased;  third,  he  has  substantiated  my  recom- 
mendation that  the  regulations  which  permit  of  no  interest  being 
paid  on  deposits  of  less  than  one  year,  or  for  a  part  of  one  year, 
should  be  amended.  His  views  are  "based  not  only  upon  his  own  ex- 
perience but  upon  the  recommendations  of  a  very  large  number  of 
p>ostmasters  throughout  the  country.  Finally,  he  also  made  clear  that 
if  the  Postal  Savings  System  is  to  be  extended,  proper  recognition 
for  postal-savings  business  must  be  given  in  the  rating  of  the  post- 
masters. I  suggest,  Mr.  Chairman,  that  those  are  the  points  on  which 
Mr.  Fullaway  is  especially  and  thoroughly  able  to  testify. 

As  to  the  results  of  an  expansion  of  the  system,  I  think  we  might 
call  some  other  witnesses;  and.  with  your  permission,  I  have  invited 
Mr.  Hywel  Davies,  who  is  to  be  in  New  York  on  Tuesday,  to  come 
here.  He  was  labor  mediator  in  Arizona  for  the  United  States  Gov- 
ernment Department  of  Labor  from  1917  throughout  the  entire 
period  of  the  war,  and  still  acts  in  that  capacity.  He  has  had  a 
great  deal  of  experience  with  labor  in  the  oil  industry,  in  which  he 
IS  also  acting  as  conciliator  for  the  Department  of  Labor  at  present ; 
and  having  in  mind  the  very  large  number  of  foreign  laborers  in 
the  mining  districts  of  the  West,  and  on  account  of  his  happening 
to  be  here,  I  suggest  that  you  permit  me  to  set  a  hearing  on  Tuesday 
morning  at  10.30  for  him. 

The  Chairman.  The  committee  will  be  very  glad  to  have  you  do  so. 

Mr.  Meyer.  Here  is  a  letter  which  I  received,  which  I  think  might 
interest  you.  My  mail  is  full  of  communications  on  this  subject, 
since  mv  recommendations  were  made  to  the  committee,  and  this 
letter  gives  the  experience  of  a  gentleman  in  a  small  town  up  in 
Maine.    He  writes  me,  under  date  of  September  10,  as  follows : 

• 

It  might  interest  you  to  know  that  in  a  little  town  way  up  in  Maine  where  I 
spent  the  summer  there  is  no  bank  whatsoever;  and  I  understand  post  offices 
in  towns  of  that  size  do  not  accept  deposits.  One  day  I  needed  currency  and 
asked  one  of  the  local  storekeepers  where  I  could  get  a  check  cashed.  He  told 
me  that  Will  Walker,  **  the  big  man  of  the  town."  who  owned  the  drug  store 
and  the  little  local  hotel,  besides  being  treasurer  of  the  township,  would  be 
very  glad,  he  thought,  to  cash  my  check.  My  informant  went  on  to  say  that 
Will  was  always  well  heeled,  and  so  I  asked  him  where  he  kept  his  money. 
The  reply,  confidentially,  was  that  the  drug-store  money  was  kept  in  a  secret 
till,  the  hotel  money  in  an  old  bureau  drawer,  while  the  township  funds  were 
carried  around  in  Will's  pocket.  I  asked  if  Will  had  ever  been  robbed,  and 
the  reply  was,  "  No ;  not  yet."  I  called  upon  Mr.  Walker  and  asked  him  if  he 
would  cash  my  check,  to  which  he  replied  that  he  would  be  more  than  delighted 
to  do  so.  Thereupon  I  handed  him  a  check  payable  to  the  order  of  "Cur- 
rency," and  he  Immediately  pulled  forth  from  his  pants  pocket  a  large  wad  of 
bank  bills,  extracted  a  few  from  the  roll  to  cash  my  check,  and  returned  the 
residue  to  his  well-worn  pocket. 

The  transfer  of  "  hoarded  "  cash  to  the  channels  of  finance  via  the  Postal 
Savings  System  would  tend  to  stay  the  curtailment  In  general  business  activity 
now  In  process,  due  largely  to  the  shortage  of  ready  money.     Failure  to  check 
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this  trend  in  the  direction  of  business  depression,  with  its  inevitable  corollary  of 
factories  working  on  part  time  or  not  at  all,  will  in  due  course  tend  to  reduce 
savings  bank  deposits.  And  so  I  am  persuaded  to  believe  that  your  suggestion 
will  make  for  their  protection  and  security  to  the  same  degree  that  It  will  tend 
to  preserve  the  broad-spread  prosperity  of  the  business  community  and  those 
dei>endent  thereupon — meaning  practically  everybody — which  prosperity  is 
already  in  the  initial  stages  of  decay,  due  primarily  to  the  lack  of  sufficient  bank 
resources  to  permit  legitimate  business  enterprises  to  obtain  the  needful  credit 
at  reasonable  interest  rates  for  continuing  normal  operations  on  a  conservative 
basis. 

Mr.  Meyer.  That,  Mr.  Chairman,  is  from  an  officer  of  one  of  our 
prominent  industrial  corporations. 

The  Chairman.  We  would  be  very  glad  to  have  you  write  the 
committee,  Mr.  Fullaway,  making  any  suggestions  that  you  care  to 
offer,  or  submitting  an}r  further  data  that  you  think  would  be  helpful. 

Mr.  Fullaway.  I  think,  perhaps,  Senator,  there  is  one  thing  that 
I  might  add,  in  fairness  to  the  postmasters,  and  that  is  that  there 
are  quite  a  number  of  postmasters  who  did  all  that  they  could  for 
the  Postal  Savings  System;  but,  as  a  general  proposition,  no  one 
cares  to  go  to  a  lot  of  trouble  unless  it  is  in  the  line  of  his  regular 
employment  and  he  is  in  some  way  compensated  for  it. 

Mr.  Meyer.  I  think  that  is  verv  true ;  do  you  not,  Mr.  Chairman  ? 

The  Chairman.  Oh,  yes.  And,  in  the  main,  the  rest  of  them  dis- 
couraged it  because  there  was  nothing  in  it  for  them  except  addi- 
tional trouble  and  responsibility? 

Mr.  Fullaway.  Yes ;  especially  during  the  war,  with  the  pressure 
back  of  them  to  float  war-savings  stamps.  It  resulted  in  showing 
what  could  be  done,  however. 

The  Chairman.  What  was  the  interest  on  the  war-savings  stamps? 

Mr.  Fullaway.  It  was  graduated  according  to  the  time  of  redemp- 
tion. 

Mr.  Meyer.  I  was  on  the  national  committee.  It  was  equal  to  4 
per  cent  compounded,  if  held  until  maturity. 

Mr.  Fullaway.  I  think  if  the  stamp  was  held  for  a  year  it  paid 
about  2  per  cent. 

Mr.  Meyer.  That  was  simply  a  penalty  on  cashing  it  in  ? 

Mr.  Fullaway.  ^  es. 

(Whereupon,  at  12.15  o'clock  p.  m.,  the  committee  adjourned  until 
l\iesday,  September  21,  1920,  to  meet  in  the  same  place  at  10.30 
o'clock  a.  m.) 
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TUESDAY,  SEPTEMBEB  21,   1920. 

United  States  Senate, 
Special  Committee  on  Keconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  ex-presidents' 
room,  sixteenth  floor,  Engineering  Societies'  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

Mr.  Meyer.  Senator  Calder,  this  is  Mr.  Hywel  Davies,  who  is  the 
commissioner  of  conciliation  of  the  United  States  Department  of 
Labor.  Mr.  Davies  has  acted  in  the  capacity  of  mediator  between 
capital  and  labor  in  one  of  the  most  difficult  situations  in  the  country, 
in  a  section  where  there  is  a  very  large  proportion  of  foreign  labor, 
a  great  many  of  them  not  speaking  the  English  language,  and  a  great 
many  imnaturalized.  He  has  acquitted  himself,  I  think  I  may  say, 
Mr.  Chairman,  to  the  great  satisfaction  of  both  labor  and  the  em- 
ployers in  the  districts  where  he  has  acted. 

In  any  event,  from  about  November,  1917,  until  the  present  date 
he  has  maintained  verj  harmonious  relations  in  a  most  difficult  situa- 
tion amongst  the  mining  labor  of  the  Rockv  Mountains,  and  for  the 
last  six  months  in  connection  with  the  oil  industry  in  California. 
The  capacity  with  which  he  has  handled  those  problems  in  difficult 
districts  led  me  to  invite  him,  on  your  behalf,  to  offer  evidence  on  the 
subject  of  the  postal-savings  extension  proposals  which  I  submitted 
to  you  some  days  ago,  and  Mr.  Davies  is  prepared  to  make  a  short 
statement  of  his  views  on  the  question. 

The  Chairman.  The  committee,  I  am  sure,  will  be  very  much 
pleased  to  hear  Mr.  Davies. 

STATEMENT  OF  MB.  HYWEL  DAVIES,  COMMISSIONER  OF  CON- 
CILIATION, UNITED  STATES  DEPARTMENT  OF  LABOR,  HOLLY- 
WOOD, CALIF. 

The  Chairman.  Mr.  Davies,  you  are  still  engaged  as  a  commis- 
sioner of  conciliation? 

Mr.  Davies.  Yes,  sir. 

The  Chairman.  In  the  Department  of  Labor? 

Mr.  Davies.  Yes,  sir. 

The  Chairman.  And,  as  Mr.  Meyer  has  stated,  you  have  been  so 
engaged  for  several  years? 

Mr.  Davies.  I  have  been  with  the  department  about  six  years — ever 
since  the  Colorado  strike  in  1914.    That  was  my  first  commission. 
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The  Chairman.  And  in  that  capacity  you  have  been  largely  en- 
gaged in  the  mining  sections  of  the  country  ? 

Mr.  Davies.  Entirely,  you  might  say,  Senator.  Ninety  per  cent  of 
my  time  has  been  devoted  to  mining  problems — -the  adjustment  of 
mining  disputes. 

The  Chairman.  And,  as  Mr.  Meyer  indicated,  you  have  traveled 
over  the  West  a  great  deal  ? 

Mr.  Davies.  Yes ;  and  over  the  Central  States,  in  addition,  embrac- 
ing coal  mining  and  copper  mining,  iron  mining,  and  all  of  it. 

The  Chairman.  You  have  had  an  opportunity  of  observing  these 
men  at  work  and  in  their  various  problems  ? 

Mr.  Davies.  Yes. 

The  Chairman.  And  also  of  observing  the  condition  with  respect 
to  savings  banks  and  their  operation  in  the  western  country  ? 

Mr.  Davies.  Only  in  a  general  way,  Senator,  so  far  as  the  savino^s 
banks  are  concemei  I  might  say  that  in  my  dealings  with  the  wes^- 
ern  people  throughout  the  Rocky  Mountain  country  my  principal 
duties  are  largely  to  adjust  labor  disputes  and  incidentally  to  study 
the  social  conditions  amongst  that  class  of  labor  and  their  general 
welfare — how  they  lived,  and  what  caused  the  migratory  character 
of  the  people  and  the  tendency  to  move  from  place  to  place,  and  what 
were  the  conditions  generally,  and  what  should  be  done  to  stabilize 
or  to  better  their  conditions.  Naturallv  anything  that  looks  like  an 
aid  to  the  betterment  of  the  welfare  oi  the  men  contributes  to  their 
greater  efficiency  and  makes  it  easier  to  adjust  labor  disputes.  It  not 
only  helps  to  adjust  them,  but  in  a  very  large  measure  it  removes 
them,  because  you  have  to  deal  with  a  very  different  kind  of  man  in 
one  who  is  stabilized  than  the  man  who  is  continually  migrating  from 
place  to  place.  That  has  been  one  of  the  problems  of  the  West — ^to 
handle  that  migratory  mining  element,  which  is  here  to-day  and  there 
to-morrow. 

The  Chairman.  You  have  a  statement  prepared,  I  believe,  on  the 
subject? 

Mr.  Davies.  Just  a  brief  one.  Senator,  in  which  I  have  attempted 
to  summarize  my  observations. 

The  Chairman.  The  committee  will  be  pleased  to  have  you  present 
it,  and  then  we  may  wish  to  ask  you  some  questions  afterwards. 

Mr.  Davies.  Yes,  Senator,  tn  preparins:  this  statement  I  have 
taken  some  pains  to  give  you  an  idea  in  outline  of  my  previous  con- 
nections, so  as  to  indicate  just  what  relation  T  bear  to  the  mining 
industries  of  the  West;  so  I  hope  you  will  pardon  just  a  bit  of  seem- 
ing egotism. 

The  Chairman.  Oh,  ves.    Go  ahead. 

Mr.  Davies.  I  have  had  many  opportunities  during  the  last  35 
years  of  close  relationship  with  the  industrial  workei's  to  observe,  not 
only  their  struggle  for  existence,  but  the  ever-present  elasticity  of 
individual  adjustment  of  available  means  to  their  living  wants. 

I  refer  especially  to  the  mining  communities  in  Kentucky  and 
Tennessee  where  I  superintended  and  managed  mines  for  over  25 
years  and  during  all  that  period  represented  the  coal  operators  in 
scores  of  wage  settlements  and  adjustments  of  wage  disputes. 

During  the  last  six  years  I  have  served  as  commissioner  of  concilia- 
tion for  the  Federal  Department  of  Labor.    Associated  with  other 
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commissioners  I  had  much  to  do  with  the  adjustment  of  the  follow- 
ing well-known  strikes : 

I  Men. 

CJolorado  strike.  1914 12,500 

Arizona  copper  strike.  1915 5,000 

Alaskan  Government  Railroad  strike,  in  1916 5,000 

Eastern  Ohio  coal  strike,  1016 15,000 

Mesaba  Range  iron  mine  strike,  1916 10,000 

Kentucky-Tennessee  coal  miners*  strike,  1917 25,000 

Federal  administrator,  Arizona  copper  mines,  1917-1919 40,000 

Federal  adjuster  of  all  Uibor  disputes  in  CaUfoi  hla  oil  fields,  1919-1921.  15, 000 
Federal    commissioner    for   all    western    metalliferous    mining    States, 

1917-1920 , 60,000 

I  merely  mention  these  major  cases  in  each  year  to  show  the  scope 
of  personal  contact  in  different  parts  of  the  country,  where  thousands 
of  men  were  employed. 

Any  intelligent  handling  of  these  industries,  Cvspecially  during  the 
war,  in  order  to  insure  continued  production,  reijuired  personal 
touch  in  order  to  secure  that  personal  confidence  in  the  commis- 
sioner's ability  to  insure  a  square  deal.  That  tliis  has  been  the  case 
is  evidenced  by  the  fact  that  there  has  been  no  strike  in  the  copper 
and  oil  fields  of  the  West  since  October,  1917,  that  seriously  interfered 
with  production,  not  only  during  the  war  but  since  the  armistice  was 
signed. 

Having  had  those  opportunities  for  a  close  study  of  industrial  life 
and  welfare,  I  am  glad  to  state  a  few  thoughts  on  the  desirability 
of  the  expansion  of  the  Post  Office  savings  bank  facilities^  as  a  step 
in  the  solution  of  the  great  industrial  and  social  problems  of  the 
c#untrv. 

Isloated  mining  camps  lack  convenient  banking  facilities  of  such 
a  character  as  to  command  unquestioned  confidence,  and  the  men 
object  to  large  employers  controlling  the  banks,  thus  making  more 
profit  out  of  their  savings  than  they  pay  in  interest.  When  times  are 
^ood  and  wages  paid  that  peimit  a  surplus,  the  great  majority  spend 
it  in  visiting  and  roaming  around  from  camp  to  camp,  or  camp  to 
coast  and  coast  to  camp,  and  but  a  small  per  cent  deposit  on  anything 
like  a  savings  basis.  The  2  or  3  per  cent  interest  is  no  inducement 
to  save. 

The  mine  or  oil  worker  "lives  good"  when  he  can  afford  it,  as 
his  working  environment  means  the  foregoing  of  many  of  the  pleas- 
ures and  luxuries  of  the  city  worker  for  the  time  being.  If  the  mine 
and  oil  worker  could  be  induced  to  save  one-half  of  his  monthly 
surplus  above  necessary  comfortable  living  expenses  he  would,  in 
a  few  years,  have  a  reasonable  nest  egfn  of  savings.  What  a  stabiliz- 
ing.factor  that  would  be ! 

Now,  that  a  surplus  exists  to  a  larger  extent  than  ever  before, 
what  will  they  do  with  it?  It  is  something  new  in  most  cases,  and 
the  temptation  to  spend  it  on  what  they  had  dreamed  of  in  the  past 
is  too  often  a  controlling  factor.  Is  it  any  wonder  that  they  become 
easy  prey  to  all  sorts  oJ  get-rich-quick  and  gambling  schemes,  also 
make  useless  and  illusive  purchases  which  leave  them  too  often 
poorer  than  they  were  before  the  era  of  high  cost  of  living.  Few 
save  for  a  rainy  day. 
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Is  there  not  room  for  a  public  service  in  the  way  of  educating  these 
people  in  the  habit  of  saving  by  showing  how  they  can  save  easily 
and  get  reasonable  returns  on  their  savings?  The  alien  is  more 
saving  than  the  native  American,  but  the  alien  has  little  faith  in 
banks,  and  wonders  why  he  can't  lend  his  money  or  deposit  it  with 
the  Government,  as  he  did  in  his  home  country.  The  American,  on 
the  other  hand,  chafes  at  the  discrimination  in  interest  on  the  in- 
vestments of  the  poor  as  compared  with  the  rich;  he  does  not  diflfer- 
entiate  between  stocks,  bonds,  and  savings.  He  can't  understand 
why  $100  in  post-office  savings  funds  should  not  earn  about  as  much 
as  a  $100  Liberty  bond.  Then,  again,  he  can't  understand  why  the 
$100  which  he  paid  for  his  bond  is  not  always  worth  $100  at  any 
time  he  wants  to  cash  it  in.  These  variations  in  bond  values  being 
beyond  his  economic  grasp  and  a  feeling  that  the  2  per  cent  on 
postal  savings  is  not  worth  bothering  about,  he  either  hoards  or 
spends  it. 

The  adoption  of  a  simple,  convenient  banking  arrangement  for 
deposit  and  withdrawal,  with  enough  interest  to  make  the  worker 
feel  that  he  is  getting  a  square  deal,  will  quickly  restore  confidence. 
The  evidence  will  be  that  a  savings  fund  with  the  Government  will 
do  more  to  stabilize  labor  and  reduce  the  expensive  turnover  at 
plants  working  even  three  hundred  or  more  days  per  annum  than  any 
other  one  thing.  The  Post  Office  could  even  establish  near  large 
plants  branch  savings  banks,  open  on  pay  days  and  one  or  two  days 
thereafter,  in  addition  to  the  regular  post  offices.  The  solicitation 
of  such  savings  could  be  conducted  by  similar  poster  propaganda  as 
during  the  war,  and  investment  in  (jovernment  funds — as  such  de- 
posits would  really  be,  even  though  represented  by  a  deposit  book-^ 
would  do  more  toward  real  Americanization  than  all  the  academic 
lectures  or  talks  that  could  be  indulged  in.  Labor  has  some  surplus 
money.  Why  not  show  the  advantages  of  saving  it  by  keeping  it  in 
circulation  and  the  disadvantages  of  the  multiplying  losses  as  the 
result  of  hoarding  ? 

To  me,  while  the  financial  advantages  as  outlined  by  Mr.  Eugene 
Meyer,  jr.,  are  apparent,  my  special  interest  lies  in  the  economic 
benefits  to  the  industrial  welfare  of  the  country  as  a  whole  and  they 
are: 

First,  contribution  to  greater  stability  of  labor.  The  man  with 
a  savings  fund  will  not  impair  it  by  striking  without  a  good  and 
sufficient  cause. 

Second.  Reduction  of  labor  turnover.  The  man  with  a  saving 
fund  will  not  be  so  ready  to  roam  or  move  except  when  he  feels  that 
the  move  is  for  the  better. 

Third.  The  owner  of  a  savings-fund  accoimt  will  have  a  greater 
tendency  to  find  an  anchorage  and  a  home,  which  in  turn  will  increase 
his  interest  in  his  neighborhood  and  neighbors;  also  in  the  general 
welfare  of  county,  State,  and  Nation. 

That  such  savmg  is  possible  was  shown  in  the  Liberty  bond  sales 
and  Red  Cross  contributions. 

The  60,000  mine  and  metal  workers  of  the  West,  and  the  15,000  oil 
workers  of  California  and  those  that  the  undersigned  dealt  with  in 
the  production  of  copper  and  oil  during  the  war,  and  still  dealing 
with  them,  were  100  per  cent  buyers  and  contributors  during  the 
war.  J 
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Why  not  do  something  to  keep  up  the  incentive  to  do  for  them- 
selves what  they  did  for  their  country?  It  can  be  done,  but  it  will 
take  a  campaign  of  education  through  posters,  moving  pictures,  and 
publicity  men,  and  a  guaranty  of  the  same  interest  rates  as  that  of 
Liberty  bonds,  but  with  KK)  cents  on  the  dollar  refund  assured, 
coupled  in  addition  to  such  short  talks  on  Americanization  that 
points  the  way  to  a  real  partnership  in  this  great  Bepublic  of  ours. 

It  is  my  duty  as  the  representative  of  the  Department  of  Labor  to 
be  on  the  alert  to.  note  and  disseminate  any  idea  or  plan  that  has  the 
earmarks  of  an  aid  to  the  solution  of  the  industrial  problem  of  the 
West,  on  the  theorj-  that  prevention  is  better  than  cure,  and  I  could  tell 
you  an  interesting  story  of  how  the  Department  of  Labor  has  main- 
tained real  industrial  peace  for  the  last  three  years  in  the  misnamed 
wild  and  woolly  West. 

But  that  is  not  germane  to  the  present  hearing  except  to  say 
that  the  present  peace  or  truce  can  be  clinched  only  by  showing  the 
workers  that  the  employers  and  the  Government  have  their  general 
welfare  in  mind  other  than  merely  paying  wages,  collecting  taxes, 
and  registering  votes. 

I  know  of  no  better  method  that  will  appeal  to  the  workers 
to  renew  their  interest  in  Government  financial  affairs  than  to 
adopt  some  plan  similar  to  the  one  recommended  by  Mr.  Meyer, 
because,  first,  it  will  not  only  relieve  Government  wants  and  remove 
pressure  from  the  banks  by  putting  millions  in  circulation,  but, 
second,  it  will  make  more  interested  citizens  of  the  depositors,  and, 
third,  go  a  long  way  toward  the  solution  of  industrial  unrest. 

If  we  can  kill  three  birds  with  one  stone,  is  it  not  worth  trying? 

Saving  is  a  habit  too  little  cultivated  in  this  good  land  of  ours, 
and  we  may  have  to  supplement  industrial  savings  by  encouraging 
school  savings  in  order  to  develop  the  habit  of  saving  pennies  so  that 
when  we  ^row  up  the  habit  of  saving  dollars  will  naturally  follow. 
The  pennies  or  their  equivalent  in  Europe  go  for  stamps  which  are 
canceled  and  converted  into  a  deposit  when  the  stamp  card  amounts 
to  a  shilling,  a  franc,  a  mark,  etc.  The  postal  savings  law  as  it  now 
stands  prevents  children  under  10  years  of  age  becoming  depositors. 

The  demonstration  of  some  such  evidence  of  thrift  should  be  a 
part  of  the  curriculum  of  every  public  school. 

The  development  of  the  thrift  habit  would  then  grow  to  be  a 
national  characteristic.  A  habit  of  extravagance  is  e^isy  to  form  and 
hard  to  break — so  is  a  habit  of  saving;  something  should  be  done  at 
once  to  make  saWng  easier  and  more  attractive. 

The  Chairman.  Let  me  ask  you,  in  this  western  country  are  there 
anv  mutual  savings  banks,  as  we  understand  that  term  here  in  the 
East? 

Mr.  Da  VIES.  Not  in  anything  like  the  same  degree,  Senator,  that 
they  exist  in  the  larger  industrial  communities.  Of  course,  we  have 
them  in  towns  like  San  Francisco,  Los  Angeles,  and  Fresno,  and 
places  like  that;  but  not  in  the  mining  camps  proper;  the  savings 
bank  has  not  been  developed  to  anything  like  the  degree  you  have 
it  in  the  East  here. 

The  Chairman.  Has  the  Government  established  postal  savings 
banks  in  that  territory? 

Mr.  Da  VIES.  Only  in  the  larger  towns. 
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The  Chairman.  But  not  in  the  small  towns ;  and  camps  ? 

Mr.  Davies.  No;  not  in  the  mining  camps  that  are  scattered  all 
over  that  western  field.    There  are  a  few  here  and  there,  but  not  many. 

The  Chairman.  And  the  post-office  facilities  are  usually  in  what 
is  called  the  fourth  class? 

Mr.  Davies.  Yes;  generally. 

The  Chairman.  And  in  those,  of  course,  they  have  no  postal  sav- 
ings facilities? 

Mr.  Davies.  Xo. 

The  Chairman.  The  men  could  put  their  money  in  the  national 
bank,  if  there  happened  to  be  one  in  the  locality,  oi  course  ? 

Mr.  Davies.  Well,  they  utilize  the  national  banks  to  a  certain  ex- 
tent, but  here  is  the  objection  to  that :  A  man  with  $100  or  $200  or 
$500  knows  that  the  men  who  are  on  the  board  of  directors  of  that 
national  bank  are  his  own  superintendent  or  his  manager.  The 
community  is  purely  a  mining  community,  you  might  say,  and  natu- 
rally the  officials  of  the  companies  almost  invariably  control  those 
banks.  Now,  a  workman  says :  "  Does  he  not  get  enough  out  of 
me  by  my  daily  toil,  in  which  I  turn  over  to  him  2  or  8  tons  of  ore, 
out  of  which  he  makes  so  much  money  ?  Is  it  not  enough  for  him, 
instead  of  taking  my  money  and  handing  me  back  2  or  3  per  cent, 
and  making  6  or  7  or  more  per  cent  himself  ?  " 

Mr.  Meyer.  In  other  words,  they  have  a  prejudice  against  banks 
which  are  owned  and  operated 

Mr.  Davies  (interposing).  By  the  companies. 

Mr.  Meyer.  j3y  the  companies'  officials? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  And  there  would  not  be  any  bank  there  at  all,  on  the 
other  hand,  if  those  people  did  not  establish  them? 

Mr.  Davies.  No. 

The  Chairman.  And  perhaps  for  the  additional  reason  that  the 
miner  is  fearful  that  the  directors  of  the  bank,  who  are  his  em- 
ployers, may  know  the  amount  of  his  accumulation  of  savings  ? 

IVIr.  Davies.  Certainly. 

The  Chairman.  Because  a  man  sometimes  feels  that  such  informa- 
tion should  be  kept  confidential. 

Mr.  Meyer.  Is  it  your  opinion,  Mr.  Davies,  that  with  the  increased 
facilities  for  postal  savings,  at  a  proper  rate  of  interest,  and  with 
amended  regmations,  so  that  they  would  not  be  deprived  of  their 
interest  if  it  were  in  for  less  than  a  year,  it  would  largely  increase 
deposits  that  are  now  obtained  from  those  laborers  ? 

•Mr.  Davies.  I  will  be  frank  with  you  and  say  not  so  much  perhaps 
tbe  rate  of  interest  as  the  increased  opportunity  and  facility  for 
banking  and  the  simplicity  of  depositing  the  money  and  withdraw- 
ing it,  with  interest  at  least  for  three  months  on  any  deposit. 

Mr.  Meyer.  You  think  they  would  regard  it  as  unfair  if  they  did 
not  get  interest  for  part  of  a  year? 

]y&.  Davies.  Certainly. 

Mr.  Meyer.  And  you  also  said  before  that  you  thought  that  a  rate 
of  2  per  cent  was  inadequate  ? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  And  was  so  regarded  by  them  ? 
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Mr.  Da  VIES.  Yes;  they  will  not  pay  any  attention  to  it.  They 
would  have  to  get  at  least  4  per  cent,  I  should  say,  as  a  general 
proposition. 

Mr.  Meyer.  About  i  per  cent  ? 

Mr.  Davies.  Yes;  about  that.  But,  after  all,  while  the  interest 
would  be  quite  a  factor,  please  do  not  forget  that  the  opportunity  to 
deposit  and  to  open  such  an  account,  conveniently  for  them,  at  a  time 
when  they  have  the  money,  and  without  having  to  travel  many  miles 
to  make  the  deposit — that  those  are  the  things  that  will  attract  mil- 
lions of  dollars  that  have  not  been  deposited  heretofore — and  as 
evidence  of  that,  just  take  the  records  of  emigration  in  the  earlier 
years  of  the  war  and  see  how  many  millions  of  dollars  were  taken 
out  of  this  country,  particularly  bv  the  Italians  and  Greeks;  and 
they  were  held  up  in  New  York  ana  forced  to  pay  an  income  tax  on 
their  belongings,  which  were  shown  to  run  anywhere  from  $1,500 
to  $2,500  on  an  average.  That  showed  that  that  money  had  been 
saved ;  that  it  was  not  taken  out  of -savings  banks  or  other  institutions, 
but  was  very  largely  money  that  had  been  hidden  away. 

The  Chairman.  Is  it  your  opinion  that  these  people  in  the  mining 
camps  of  the  country  have  hidden  away  in  their  homes  or  shacks 
quite  a  good  deal  of  money? 

Mr.  Da  VIES.  I  would  say  so ;  yes.  That  is,  more  particularly  the 
illiterate.    The  American  is  more  of  a  free  lance. 

The  Chairman.  Are  there  many  aliens  amongst  the  miners? 

Mr.  Da  vies.  About  60  per  cent. 

The  Chairman.  Sixty  per  cent  of  the  men  who  work  in  the  mining 
industries  in  this  country? 

Mr.  Davies.  No  j  that  is  true  of  the  Western  States  only — Montana, 
Utah,  Nevada,  Arizona — not  the  coal  mining  sections. 

Mr.  Meter.  Colorado? 

Mr.  Davies.  I  am  not  so  familiar  with  Colorado. 

Mr.  Meyer.  New  Mexico? 

Mr.  Davies.  Yes.  You  take  those  five  States,  and  they  are  aliens — 
the  majority  of  them.  That  is  not  true  of  the  oil  industry  of  Cal- 
ifornia, however,  nor  is  it  true  of  the  coal  fields  in  this  country  in  the 
East.  Out  of  the  15,000  men  that  I  deal  with  in  the  oil  industry, 
there  are  not  100  aliens  among  them.  ^Ninety-nine  per  cent  of  them 
are  American,  and  they  have  never  had  a  strike — I  want  to  say,  that, 
Mr.  Chairman.  , 

Mr.  Meyer.  They  get  very  high  pay,  do  they  not  ? 

Mr.  Davies.  Yes,  sir ;  they  are  very  well  paid. 

The  Chairman.  Wliat  is  their  nationality,  generally? 

Mr.  Davies.  Purely  American — American  spoken,  with  no  foreign 
lan£:uage. 

The  Chahiman.  What  is  the  nationality  in  these  other  States  that 
you  mentioned? 

Mr.  Davies.  There  are  about  18  or  20  different  nationalities — Slav 
and  Finnish.  On  the  Mesaba  Ean^e,  out  of  10^000  men  on  strike, 
9,500  were  Finns  and  Slavs,  and  500  Americana  Those  500  men  were 
not  on  strike,  however.  They  were  the  skilled  men  and  the  crafts- 
men. The  others  were  the  ones  who  struck ;  they  were  all  I.  W.  W.'s 
then. 
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^  Mr.  Meyer.  And  those  are  the  men  who,  when  they  are  at  home,  are 
accustomed  to  using  the  postal  savings  banks  ? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  But  here  they  hoard  it  ? 

Mr.  Davies.  Yes.  In  1916,  the  trains  on  a  Saturday  night  to  Du- 
luth  were  simply  crowded,  and  in  the  days  of  booze  it  was  a  very  un- 
pleasant ride  from  the  Mesaba  to  Duluth  and  back — particiilarly 
back. 

Mr.  Meyer.  Mr.  Davies,  do  you  think  that  once  these  people  start 
to  save  and  deposit  in  a  bank,  it  is  a  fair  assumption  that  they  will 
become  interested  in  increasing  their  bank  accounts,  so  that  they  will 
really  work  harder  and  more  steadily  ? 

Mr.  Davies.  UndouBtedly. 

Mr.  Meyer.  They  are  subject  to  the  same  human  interest,  in  an 
increasing  bank  account,  according  to  your  observatioi^s,  that  you  and 
the  Senator  and  I  would  be  ? 

Mr.  Davies.  A  dollar  begets  a  dollar,  sentimentally  as  well  as  ma- 
terially. 

Mr.  Meyer.  You  are  familiar  with  the  situation  in  the  coal  in- 
dustry, and  have  been  engaged  in  it  in  bygone  years,  and  I  have  heard 
it  said — and  you  have,  too.  Senator — ^that  in  the  last  few  years  when 
their  wages  were  advanced,  having  the  habit  of  merely  working  for 
enough  to  live  on,  they  discontinued  work  after  they  had  worked 
enough  days  to  pay  for  their  living.  Is  that  right,  in  some  districts 
at  least  ? 

Mr.  DAvres.  That  is  a  wholesale  charge  that  has  a  shadow  of  truth 
in  it. 

Mr.  Meyer.  Do  you  think  that  has  happened  in  some  districts  ? 

Mr.  Davies.  Perhaps. 

Mr.  Meyer.  Do  you  think  the  postal  savings  development  and  the 
establishment  of  savings  accounts  by  such  people  would  stimulate 
them  to  work  beyond  the  purpose  of  merely  obtaining  a  living  wage  ? 

Mr.  Davies.  It  would  undoubtedly  be  an  incentive.  I  will  say  this : 
You  advance  wages  in  any  industry  where  the  production  depends 
upon  the  initiative  of  the  workers — I  mean  by  that  a  coal  miner  for 
instance,  whose  regular  turn  a  day  is  five  cars,  and  you  give  him  an 
increase  of  20  per  cent  and  be  will  only  load  four  cars.  He  will 
reduce  his  output  from  five  to  four  cars.  His  earning  capacity  is  the 
same,  because  four  cars  will  bring  him  as  much  as  five  cars  brought 
him  before.  But  please  understand  that  is  not  true  of  the  whole  by 
any  means ;  but  I  think  it  would  be  safe  to  say  that  any  coal  opera- 
tion in  this  country  will  show  that  immediately  after  an  advance  has 
been  paid  there  is  a  loss  of  one-third  of  the  advance.  In  other  words^ 
if  you  pay  20  per  cent  advance  the  actual  production  will  be  reduced 
about  64  per  cent.  It  will  not  be  reduced  20  per  cent  of  the  amount  of 
the  advance.  Some  people  work  on  that  basis,  but  they  represent 
only  about  one-third  of  the  whole.  Two-thirds  would  work  and 
take  the  full  advantage  of  the  advance. 

Mr.  Meyer.  Then,  high  wages  in  such  cases,  unless  accompanied 
by  opportunity  for  saving  and  facilities  for  saving  and  incentives 
for  saving,  are  actually  hampering  production  ? 

Mr.  Davies.  They  are. 
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Mr.  Meyer.  In  that  way  it  is  directly  related  to  your  housing 
situation,  Senator,  and  the  whole  production  of  wealth  in  the  country. 

Mr.  Da  VIES.  Yes. 

Mr.  Meyer.  And  if  they  had  the  habit  and  the  incentive  and  the 
facilities  to  save,  conversely  you  feel  that  it  would  result  in  in- 
creased production,  do  you  not? 

Mr.  Davies.  Undoubtedly.  Without  any  incentive  at  all,  out 
West — I  am  sorry  to  saj  this — advances  were  made  on  a  sliding 
scale,  based  upon  the  selling  price  of  copper,  and  the  men  would  get 
50  cents,  75  cents,  or  $1  a  day  advance.  With  each  advance  there 
was  a  slight  reduction  in  the  actual  per  capita  production  of  ore. 
Something  had  to  be  done  to  oflfset  that,  and,  contrary  to  all  their 
previous  experiences,  the  copper  companies  were  induced  to  agree  on 
a  reasonable  day's  work — in  other  words,  so  many  tons  or  so  many 
cars  as  a  fair  day's  work.  Now  every  man  who  loads  any  number 
of  cars  or  tons  more  than  that  will  be  paid  a  relatively  increased 
price  for  the  excess.  The  result  was  that  we  were  able  to  increase  the 
production  per  capita,  and  to  increase  the  wages  of  the  men  beyond 
their  per  diem  amount,  and  the  thing  worked  out  very  satisfactorily. 

Now,  I  want  to  correct  one  thing  that  I  said  a  moment  ago^ 
rather,  to  amend  it.  Please  understand  that  the  reaction  of  reduced 
production',  whenever  an  advance  is  paid,  is  only  temporary.  In 
two  or  three  months  they  go  back  to  their  old  original  standards 
and  they  realize  the  necessity  of  getting  the  benefit  of  the  advance, 
and  they  maintain  production.  I  am  talking  about  coal  mining  now ; 
but  that  is  not  true  of  copper  or  other  metalliferous  mines,  because 
in  all  of  the  West  a  man  gets  so  much  per  day.  He  is  not  paid  on 
what  he  does;  he  gets  a  guaranty  of  $5.75  a  day  if  he  drops  down 
into  a  shaft  or  a  hol^.  No  matter  what  his  position  is  or  what  his 
occupation,  he  gets  that  much  as  a  minimum.  Now,  he  gets  more 
according  to  the  position  that  he  holds  in  the  craft.  Under  the  new 
method,  if  he  performs  a  certain  amount  of  work  in  excess  of  the 
average,  he  gets  additional  pay;  so  that  to-day  they  are  making 
$6.50,  $7,  $8,  and  $8.50  a  day,  whereas  before  they  were  only  making 
$5.75,  with  a  consequent  increase  of  production  per  capita,  which 
decreases  the  cost  of  production  to  the  company,  although  the  men 
earn  that  much  more  money. 

The  Chairman.  Is  the  mining  labor  unionized? 

Mr.  Da^tes.  The  miners,  no.  I  do  not  suppose  that  5  per  cent  of 
the  miners  of  the  West  are  organized,  but  all  the  craftsmen  are; 
that  is,  the  electricians,  machinists,  boiler  makers,  blacksmiths,  sheet- 
metal  workers,  etc. 

Mr.  Meyer.  Smelter  men — are  they  unionized? 

Mr.  Davies.  Yes. 

The  Chairman.  The  really  skilled  workers  are  organized? 

Mr.  Davies.  Very  largely ;  yes ;  but  not  entirely.  But  understand. 
Senator,  that  the  companies  seldom  deal  with  the  unions  as  such. 
We  have  established  rather  an  interesting  solution.  For  instance, 
you  are  the  employer,  Senator,  and  you  are  the  employee,  Mr.  Meyer, 
and  I  am  representing  the  Department  of  Labor.  Now,  you  and  I, 
Senator,  a^ee  that  you  will  pay  so  much  per  hour  &nd  that  the  work- 
ing conditions  shall  be  thus  and  so,  ana  it  covers  everything  per- 
taining to  a  working  agreement,  and  you  make  that  with  me.     i  ou 
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are  the  party  of  the  first  part  and  I  am  the  party  of  the  second  part. 
Then  I  turn  right  around  to  the  employees — Mr.  Meyer — and  make 
precisely  the  same  agreement  with  them.  You  see  that  it  is  really 
camouflage;  it  is  a  joint  agreement,  but  it  is  one  made  through  the 
Department  of  Labor;  and  then  where  does  the  Department  of  La- 
bor come  in  ?  It  says  that  you  must  live  up  to  that  agreement  and 
the  employee  must  live  up  to  it,  because  the  deciding  power  is  vested 
in  the  Department  of  Laoor ;  and  there  is  good  behavior  all  around 
and  no  strikes.  We  have  disputes,  yes — galore — but  we  sit  down  and 
thrash  out  the  problems,  and  they  are  usually  adjusted  without  much 
difficulty. 

Mr.  IVIeyer.  I  will  say,  on  behalf  of  Mr.  Davies,  although  he  will 
not  say  it  for  himself,  that  the  success  in  these  cases  depends  a  great 
deal  on  the  personality  of  the  representative  of  the  Department  of 
Labor  being  able  to  maintain  the  confidence  of  both  parties  to  the 
agreement. 

Mr.  Da  VIES.  But  I  am  not  alone. 

Mr.  Meyer.  No  ;  Mr.  Davies  has  many  excellent  assistants.  Would 
you  be  willing  to  epitomize  your  proposition  to  the  effect  of  thrift 
on  production  by  saying  that  to  a  large  extent  full  production  is 
dependent  on  the  saving  incentive  and  lacility  ? 

Mr.  Davies.  I  can  say,  as  a  matter  of  observation,  that  T  have 
observed  that  men  who  nave  bank  accounts  and  are  known  to  have 
savings  accounts,  and  men  who  invest,  perhaps,  in  their  own  homes — 
that  tnose  men  work  very  hard  every  hour  that  the  mine  or  the  mill 
or  the  smelter  will  give  them  an  opportunity  to  work.  They  do  not 
roam,  they  do  not  float,  they  do  not  migrate;  they  are  stabilized,  and 
they  save  their  money. 

Mr.  Meyer.  Have  you  had  an  opportunity  to  observe  that  bank- 
ing facilities  of  the  convenient,  ready,  simple  kind  that  these  people 
can  understand  are  lacking  and  in  which  they  have  confidence  ? 

Mr.  Davies.  Absolutely  in  the  West  and  very  largely  throughout 
the  coal-mining  regions. 

Mr.  Meyer.  And  you  believe  that  an  extension  of  the  Postal  Sav- 
ings System  throughout  that  countiy,  wherever  there  is  a  post  office, 
would  be  a  great  boon  to  the  men  oi  labor  as  well  as  the  community 
at  large? 

Mr.  Davies.  Undoubtedly ;  particularly  for  the  reason  that  60  per 
cent  of  them  are  aliens  and  that  their  method  of  saving  in  their  own 
country  is  in  the  postal  bank.  They  have  contracted  the  habit  from 
childhood  and  they  can  not  understand  why  they  can  not  lend  their 
money  to  Uncle  Sam. 

Mr.  Meyer.  So  that  you  feel  that  when  the  president  of  a  large 
savings  bank,  with  beautiful  marble  halls,  here  in  New  York  City 
says  that  there  are  adequate  savings  facilities  for  90  per  cent  of  the 
population  that  he  is  not  really  giving  us  a  picture  of  the  real  needs 
of  the  country? 

Mr.  Davies.  Not  of  the  West,  at  any  rate. 

The  Chairman.  He  perhaps  is  not  informed  of  the  conditions  out 
there  ? 

Mr.  Meyer.  Well,  the  chances  are  that  he  has  never  been  very  far 
west  of  Hoboken. 

Mr.  Miller.  Would  the  witness  give  us  his  ideas  with  respect  to 
the  development  of  the  facilities?    I  think  he  has  mentioned  that 
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branch  savings  offices  should  be  opened  on  pay  days,  and  things  of 
that  sort  ? 

Mr.  Davies.  Yes. 

Mr.  Miller.  Now,  what  are  some  of  the  ideas  that  have  come  to 
jou  as  to  increasing  those  facilities  ? 

Mr.  Davies.  Well,  I  could  not  see  why,  for  instance,  a  clerk  in  the 
employ  of  the  company,  or  an  outsider — a  clerk  appointed  by  the 
postmaster,  for  instance — could  not  have  a  desk  at  some  convenient 
place  where  these  men  congregate;  say,  for  instance,  that  the  post 
office  is  a  mile  away  or  2  miles  away  from  the  mining  camp,  as  it 
often  is.  In  that  case,  if  some  one  came  right  to  the  camp  and 
opened  a  little  office  just  on  pay  day  or  on  Monday  after  pay  day,  it 
would  be  surprising  how  much  money  he  would  get  that  otherwise 
he  would  not  get.  I  take  as  a  basis  for  that  belief  the  experience 
of  the  unions  themselves.  The  unions  in  the  West,  with  no  fees,  no 
assessments,  no  dues  collected  through  the  companies,  whereas  in  the 
coal  business  they  are  all  collected  through  the  mine  offices — the 
companies  collect  all  the  dues — but  in  the  West  nothing  of  that  kind 
is  done,  and  what  is  the  result  ? 

The  union  secretary  has  his  little  room  outside  there,  and  if  he 
did  not  come  right  on  the  job,  as  they  say,  and  catch  those  men 
as  they  come  out,  two-thirds  or  perhaps  more  of  those  men  would 
never  pay  any  dues.  It  is  simply  the  opportunity  that  presents 
itself.  You  have  got  to  make  the  opportunity  so  convenient  that 
all  objection  is  removed — ^because  of  being  too  far  off,  or  the  weather 
being  too  hot  or  too  cold,  or  anything  of  that  kind.  You  have  got 
to  temot  them. 

Mr.  Miller.  And  you  think  that  the  Department  of  Labor  and  the 
Post  Office  Department  would  cooperate  to  bring  that  condition 
about  all  over  the  country  ? 

Mr.  Davies.  Oh,  yes;  undoubtedly,  because  anything  that  we  can 
do  to  bring  about  a  better  feeling  or  more  stabilized  feeling  amongst 
labor  is  a  contribution  to  efficiency,  and  would  tend  toward  the  re- 
moval of  a  great  many  of  these  problems  of  unrest. 

Mr.  Miller.  Do  you  think  that  the  labor  leaders  of  vision  would 
indorse  those  plans? 

Mr.  Davies.  Every  one  that  I  have  spoken  to  has  indorsed  it. 

Mr.  Miller.  And  you  think  that  they  all  would  ? 

Mr.  Davies.  Yes ;  m  large  part,  at  any  rate. 

Mr.  Miller.  So  you  would  have  not  only  the  cooperation  of  the 
Department  of  Labor  with  the  Post  Office,  but  you  would  have  the 
cooperation  of  real  labor  leaders  as  well? 

Mr.  Davies.  I  think  so,  without  any  doubt.  Every  man  with  whom 
I  have  spoken  has  assured  me  that  we  would  have  their  cooperation. 
I  wish  to  say^  Senator,  that  the  word  need  only  go  out,  and  the  De- 
partment of  Labor  will  get  behind  this  proposition  and  help  to  solve 
the  problem.  We  discussed  it  last  week  in  Washington,  when  I  was 
there,  and  it  has  the  unqualified  indorsement  of  the  heads  of  the 
various  departments.  I  did  not  get  a  chance  to  talk  to  the  Secretary 
of  Labor,  because  he  had  been  away ;  but  the  director  of  conciliation 
is  very  much  in  favor  of  and  in  sympathy  with  this  proposition,  and 
he  assured  me  that  there  is  not  any  Question  that  the  entire  labor 
organization  forces  of  the  coimtry  could  be  marshalled  and  put  be- 
hind it. 
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The  Chairman.  That  is  indeed  very  interesting.  Was  it  their  view 
that  such  an  extension  would  attract  a  great  deal  of  money  to  the 
postal  savings  system  which  is  not  really  saved  at  all  now— which  is 
Squandered  or  spent? 

Mr.  Da  VIES.  Either  squandered  or  hoarded. 

The  Chairman.  And  that  it  would  tend  to  make  better  citizens  of 
the  men  ? 

Mr.  Davees.  Undoubtedly. 

Mr.  Miller.  Do  you  think  that  you  could  confer  with  some  of  the 
labor  leabers,  and  get  from  them  ideas  as  to  how  this  might  be  pro- 
moted in  a  practical  way  ? 

Mr.  Meyer.  Mr.  Davies  is  going  to  California  this  afternoon,  and 
I  am  making  arrangements  along  the  lines  that  you  have  in  mind, 
Mr.  Miller. 

Mr.  Miller.  Sometimes  information  comes  from  practical  men  that 
would  never  occur  to  one  who  is  not  in  touch  with  the  situation  in  a 
first-handed  way. 

Mr.  Meyer.  One  of  the  very  prominent  labor  men,  who  is  away, 
has  expressed  himself  as  decidedly  in  favor  of  the  plan,  and  I  am 
only  awaiting  his  return  to  ask  him  to  appear  before  tne  committee. 

The  Chairman.  In  these  mining  camps  in  the  West,  just  how  do 
the  men  obtain  their  supplies  in  the  way  of  living  necessities,  and 
also  their  outfits  for  wear  and  use  in  the  mines? 

Mr.  Davies.  I  might  say  that  75  per  cent  of  their  supplies  are 
secured  through  what  we  call  a  company  store — that  is,  a  store 
operated  and  owned  and  controlled  by  the  company  operating  in  that 
camp.  They  go  there  and  buy  their  goods,  just  like  they  would  any- 
where else.  It  is  a  store  that  is  placed  there  as  a  natural  necessity^ 
largely  because  when  they  start  a  camp  no  one  else  would  open  a 
store ;  they  do  not  know  what  the  men  will  make,  and  a  stranger  or 
outsider  would  not  be  willing  to  extend  credit  to  the  men.  But  with 
the  company  store,  the  moment  a  man  gets  his  employment  and  puts 
in  one  shift,  if  that  shift  is  worth  $5,  he  can  go  to  the  store  that 
night  and  spend  his  $5.  In  other  words,  he  has  a  credit  of  $5  for 
that  day's  work. 

The  Chairman.  And  are  the  goods  sold  in  those  stores  bold  at  a 
reasonable  figure? 

uVir.  Davies.  Just  before  you  came  in,  Senator,  while  I  was  dis- 
cussing this  general  matter  somewhat  informally,  I  was  dwelling- 
upon  a  very  interesting  phase  of  the  store  question  in  the  West— sa 
entirely  different,  I  confess,  from  that  in  the  Central  States,  as  oper- 
ated by  the  coal  companies — and  understand  I  am  not  reflecting  up^m 
the  coal  companies,  because  I  have  been  in  that  business  all  my  life; 
but  I  am  simply  drawing  a  comparison  as  the  result  of  observation 
and  having  had  something  to  do  with  the  recent  change  in  the  West. 
Say,  for  instance,  that  here  is  a  store  where  a  company  has  invested 
$150,000  in  the  store  plant,  buildings,  equipment,  and  merchandise 
in  the  store.  On  that  investment  they  generally  make  $50,000  to- 
$60,000  a  year.  Of  course,  on  the  investment  that  is  83^  to  40  per 
cent.  That  is  due  to  the  turnover.  Now,  the  general  policy  of  these- 
stores  is  this:  That  they  meet  the  current  price  in  the  adjacent  town, 
or  the  same  price  at  which  the  men  could  buy  their  goods  anywhere 
else,  with  this  difference,  that  I  must  confess  that  the  company  store* 
furnishes  a  better  quality  of  goods  at  the  same  price.    But  I  have- 
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taken  this  position,  Senator,  that  an  employing  company  has  no  busi- 
ness making  money  on  the  side,  as  it  were,  by  operating  a  store.  The 
purpose  of  that  store  is  merely  as  a  convenience  and  a  benefit  to  the 
employee ;  that  was  the  original  intention. 

Mr.  Meyer.  And  it  should  be  so. 

Mr.  Da  VIES.  Yes;  not  as  a  speculation  to  earn  or  to  add  to  their 
own  earnings.  So  I  have  i>ersuaded  more  than  one  company  in  the 
West  to  change  their  so-called  "  company  store  "  into  an  item  on  their 
books  called  "  mercantile  investment."  One  particular  company,  with 
headquarters  in  this  town — I  can  mention  that  as  an  illustration — 
in  Miami,  Ariz.,  they  found  that  their  investment  was  $150,000.  I 
said,  "  Now,  you  are  entitled  to  a  reasonable  interest  on  that  invest- 
ment." We  agreed  on  6  per  cent  as  a  reasonable  return  on  the  invest- 
ment. That  was  $9,000.  We  agreed,  further,  that  $6,000  more  would 
be  required  to  pay  for  the  depreciation  on  the  plant,  equipment,  etc., 
and  the  maintenance,  so  that  if  they  got  $15,000  out  of  the  profits  of 
the  store  they  were  reimbursed  to  the  extent  of  a  reasonable  return; 
but  that  store  made  $65,000.  What  are  we  going  to  do  with  the 
$50,000  surplus?  The  company  in  the  past  has  put  that  into  their 
income  fund  and  paid  dividends  with  it.  I  said  that  belonged  to  the 
employees,  and  they  agreed  with  me.  Wliat  did  they  do?  They 
declared  a  dividend  of  that  $50,000,  in  the  ratio  of  the  dollars  pur- 
chased by  the  employees.  And  what  did  they  get?  Fourteen  and 
seven-tenths  per  cent  on  q1\  of  their  purchases  for  the  previous  six 
months.     That  is  done  every  six  months. 

Mr.  Meter.  That  is  the  standard  form  of  cooperative  store. 

Mr.  Davies.  It  is  a  cooperative  store  minus  an  investment  on  the 
part  of  the  cooperatives.  They  do  not  put  in  any  money,  and  they 
have  no  voice  in  the  management ;  but  it  is  the  cooperative  plan,  and 
it  earns  more  money  than  any  cooperative  store  handled  by  the  men 
themselves  could  reasonably  be  expected  to  earn,  for  this  reason: 
First,  that  store  has  the  credit  of  the  company  behind  it ;  its  purchases 
are  made  better  than  an  independent  companv  could  make  them 

Mr.  Meyer  (interposing).  More  economically? 

Mr.  Davies.  Yes;  and  the  management  is  more  economical.  It 
certainly  has  worked  very  well  indeed  on  that  basis. 

Mr.  Meyer.  Have  the  men  any  representation  in  the  way  of  check- 
ing the  accounts  ? 

Mr.  Davies.  That  has  been  lately  introduced.  The  men  themselves 
now  have  a  committee  to  audit  the  accounts  of  the  store.  They  have 
no  voice  in  the  management,  but  they  can  select  the  goods  to  be  placed 
on  sale,  and  they  can  make  any  criticism  that  they  want — there  is  a 
box  for  that — and  the  store  is  run  absolutelv  for  the  benefit  of  the 
eiTiployees  and  not  for  the  benefit  of  the  company. 

The  CHAiR3rAN.  That  is,  indeed,  a  splendid  thing,  and  it  should 
encourage  the  men  to  stay  in  that  community. 

Mr.  Davies.  I  think  I  know  what  vou  had  in  vour  mind  at  first, 
Senator.  There  is  a  general  antipathy  and  antagonism  toward  com- 
pany stores,  as  such,  all  over  the  country.  Just  to  show  you  how  this 
works — unfortunately,  that  store  burned  down  three  months  ago — 
a  complete  loss.  How  it  was  destroyed  I  do  not  know.  That  com- 
pany employes  1,874  men.  The  company  put  it  up  to  the  men,  after 
the  fire,  to  say  whether  that  store  should  be  rebuilt  or  whether  they 
would  stay  out  of  business  altogether.     A  ballot  was  taken,  and 
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1,362  men  voted  begging  for  rebuilding  of  the  store,  while  12  only 
voted  against  it. 

Mr.  Miller.  Is  the  post  office  ever  situated  in  such  a  company 
store? 

Mr.  Davies.  Sometimes. 

Mr.  Miller.  Would  there  be  any  opposition  to  having  a  postal 
savings  department  there — opposition  on  the  part  of  the  store  i 

Mr.  Davies.  The  postmaster  is  never  a  company  employee ;  and  his 
office  is  not  in  the  store,  but  it  is  always  adjacent  in  some  little  shack 
or  building  close  by,  and  they  go  to  the  post  office  and  to  the  store  at 
the  same  time. 

Mr.  Meter.  They  go  to  the  post  office  habitually  and  regularly? 

Mr.  Davies.  Yes. 

Mr.  Meyer.  And  they  feel  at  home  in  the  post  office  ? 

Mr.  Davies.  The  companies  generally  provide  a  post  office  for  the 
postmaster,  because  they  want  to  bring  the  men  close  to  the  store 
when  they  come  to  the  post  office. 

Mr.  MiLiJER.  And  would  the  establishment  of  a  postal  savings  sys- 
tem have  the  cooperation  of  the  companies,  even  though  it  might 
decrease  the  amount  of  purchases  of  the  laborers? 

Mr.  Davies.  It  would.  Take,'  for  instance,  in  paying  dividends  in 
Miami,  and  one  or  two  other  places  that  I  could  mention,  when  they 
pay  thevse  semiannual  dividends  to  their  men  on  the  purchases,  in 
checks  ranging  from  $50  to  $125,  they  invariably  beg  those  men  to 
invest  that  money  in  Liberty  bonds  or  postal  savings  stamps,  or  a 
savings  fund,  or  something  of  that  kind. 

Mr.  Meyer.  But  the  easiest  and  simplest  thing  for  them  to  do 
would  be  to  deposit  it  in  a  postal  savings  bank? 

Mr.  Da\^es.  Of  course.  Liberty  bonds  have  lost  caste.  They  can 
not  understand  why  a  Liberty  bond  is  not  worth  to-day  what  they 
paid  for  it. 

Mr.  Meyer.  Then,  too,  the  men  who  buy  Liberty  bonds  do  not 
know  where  to  put  them  ? 

Mr.  Davies.  No  ;  they  have  not  any  safety  vaults. 

Mr.  Meyer.  Then,  they  have  trouble  in  collecting  the  coupons, 
which  is  a  bother  to  them  ? 

Mr.  Davies.  The  Liberty  bonds  were  most  patriotically  subscribed 
to;  everybody  bought  them;  but  since  the  war  they  have  become 
very,  very  unpopular,  and  the  language  used  with  respect  to  them  is 
not  very  ladylike. 

Mr.  Meyer.  In  presenting  mv  plan  to  the  committee  I  stated  that 
if  a  large  amount  could  be  raised  through  postal  savings  deposits 
and  a  large  part  of  our  existing  floating  debt  paid  off,  I  thought  it 
would  advance  the  price  of  (rovernment  bonds  5  or  10  per  cent  and 
perhaps  bring  them  up  to  95  or  over.  Would  not  that  be  a  very 
valuable  influence  on  those  of  your  population  that  still  have  Liberty 
bonds  ? 

Mr.  Da\7es.  Not  being  a  financier,  except  as  an  observer  of  the 
law  of  supply  and  demand,  I  would  say  it  would  have  a  very  salutary 
effect. 

Mr.  Meyer.  Assuming  that  it  would  advance  the  price  of  Liberty 
bonds,  as  I  think  it  would 

Mr.  Davies  (interposing).  It  would  help  to  restore  confidence. 
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Mr.  Meyer.  And  it  would  have  a  good  effect  on  those  people  who 
have  been  disturbed  bv  the  big  decline  ? 

Mr.  Da  VIES.  Undou'btedly. 

The  Chairman.  Those  miners  who  have  subscribed  for  Liberty 
bonds,  have  thev  disposed  of  their  bonds  ? 

Mr.  Da\tes.  Very  largely,  I  am  afraid,  Senator.  You  understand 
that  it  was  part  of  the  American  creed  to  subscribe  to  Liberty  bonds. 
The  committee,  for  instance,  would  call  on  the  superintendent,  in 
some  cases  to  my  personal  knowledge,  and  say :  "  We  want  a  list  of 
all  those  who  subscribe."  Now,  I  would  be  sorrv  for  the  poor  fellow 
who  failed  to  subscribe — whether  he  was  an  I.  "W.  W.,  a  Bolshevik, 
or  anything  else.  The  companies  invariably  put  the  names  of  even 
their  sick  men  on  that  list  for  a  $50  bond  and  said :  "  Pay  for  it  when 
you  can." 

Mr.  Meyer.  But  you  feel  that  the  Liberty  bond  form  of  investment 
is  not  suited  to  those  people? 

Mr.  Da  VIES.  Yes ;  it  is  not  suited  to  them. 

Mr.  Meyer.  Whereas,  the  postal  savings  bank  is  what  they  are 
accustomed  to  and  what  they  understand? 

Mr.  Davtes.  Yes.  It  is  so  much  more  simple,  provided  they  can 
withdraw  their  money  easily,  and  can  get  interest  on  the  money  after 
thev  have  left  it  there  for  a  reasonable  length  of  time. 

1^ he  Chairman.  If  they  deposit  $100  with  the  Government  in  a 
postal  savings  bank,  and  they  know  that  they  can  get  what  they  have 
deposited  in  full  and  will  receive  3  or  4  per  cent  interest  on  their 
money,  and  that  they  can  go  to  the  bank  and  withdraw  it,  you  think 
that  is  what  they  want? 

Mr.  Da  vies,  ^es.  Senator;  and  you  will  be  surprised  how  much 
money  will  come  out  of  the  West.  It  is  a  community,  do  not  forget, 
sir,  where  every  one  of  the  65,000  men  that  I  am  in  touch  with  earn 
not  less  than  an  average  of  $6  a  dav.  Some  of  them  get  $5 — the  low- 
est is  $5  a  day— and  from  that  on  up— $5.75,  $6,  $7,  $8,  $9,  and 
$10  a  day ;  but  they  will  average  over  $6  a  day,  and  that  is  not  for 
300  days,  but  for  365  days  a  year — eight  hours  a  day.  They  have 
that  opportunity  for  work,  ft  is  a  continuous  run.  Just  compare 
them  with  any  other  industry  in  the  country,  and  they  will  earn  $500, 
$600,  or  $700  more  than  any  other  class  of  men. 

Mr.  Meyer.  Did  you  observe  during  the  Liberty-loan  campaigns 
whether  or  not,  in  paying  for  those  for  which  they  did  subscribe,  to 
a  great  extent  they  paid  for  them  in  cash  ?  That  is,  that  the  people 
took  cash  from  their  persons  or  from  their  homes  where  they  had  it 
hoarded  ? 

Mr.  Da  VIES.  No;  I  would  not  say  that  50  per  cent  of  the  bonds 
were  paid  for  in  that  way. 

Mr.  Meyer.  They  were  paid  for  in  installments? 

Mr.  Da  VIES.  Yes.  I  remember  one  interesting  variation  of  that. 
I  happened  to  be  arbitrating  a  street  railway  strike  in  my  own 
town  of  Lexington,  Ky.  In  reaching  my  award  I  found  that  there 
was  about  $50,000  of  back  pay  due  to  the  men,  and  they  did  not  count 
on  that,  so  I  jumped  the  committee.  I  said,  "  I  expect  you  boys  are 
going  to  get  something  more  than  you  really  expected,  but  you  are 
entitled  to  it  under  the  testimony  as  submitted.  What  are  you  going 
to  do  with  the  money  ?  "  One  would  say,  "  Well,  I  think  I  will  make 
a  first  payment  on  a  Ford ;  "  another  one  would  say,  "  I  think  I  will 
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buy  something  for  the  old  woman,"  and  so  on.  I  would  say,  "  Will 
you  not  let  me  tell  you  of  a  real  way  to  use  this  money?  You  did 
not  expect  this  money.  The  Victory  loan  will  be  out  in  about  30 
days  or  6  weeks  from  now.  Let  me  suggest  that  you  take  it  up  in 
your  lodge  room  and  pass  a  resolution  voting  the  entire  sum  as  a 
subscription  to  the  Victory  loan." 

Well,  I  will  let  the  papers  of  Lexington  show  that  the  street-car 
men  voted  this  $50,000  in  one  lump  to  purchase  Victory  bonds,  and 
then  the  bonds  were  distributed  in  $50  units.  They  held  a  mass 
meeting  the  next  night,  and  that  night  there  was  not  a  single  dissent- 
ing vote  in  that  meeting  to  use  that  $50,000  to  purchase  Victory  bonds. 
Understand,  they  did  not  expect  all  of  it,  by  any  means,  but  they 
voted  the  full  amount.  They  paid  cash  for  the  bonds ;  in  other  words, 
the  company  drew  its  check  for  $50,000  and  bought  the  bonds  and 
turned  them  over  to  the  men. 

Mr.  Meyer.  That  illustrates  that  if  the  suggestion  is  made  and  the 
facility  and  the  method  for  saving  are  provided  the  men  will  do  it? 

Mr.  Da  VIES.  Yes;  it  is  a  natural  education  and  opportunity. 

Mr.  Meyer.  I  said  I  thought  that  within  ^a  year  after  a  postal 
savings  system  had  been  expanded  on  the  right  scale,  with  properly 
increased  facilities,  and  with  a  proper  rate  of  interest,  $250,000,000 
of  hoarded  money  would  be  restored  to  circulation  in  this  country. 
I  know  that  you  are  not  familiar  with  the  entire  country,  but  would 
you  be  inclined  to  think  that  that  figure  was  a  reasonable  estimate  ? 

Mr.  Da\tes.  If  you  go  about  it  as  you  did  in  the  drives  during  the 
war;  yes. 

Mr.  Meyer.  You  say  that  you  think  it  would  be  a  reasonable  esti- 
mate? 

Mr.  Davies.  Yes;  but  it  would  be  absolutely  necessary  to  conduct 
a  sort  of  campaign,  as  strenuous  and  as  general  as  we  did  during  some 
of  the  Red  Cross  and  other  campaigns. 

Mr.  Meyer.  In  other  words,  we  would  have  to  have  everv  man 
informed  about  it? 

Mr.  Davies.  Certainlv. 

Mr.  Meyer.  Of  course,  it  has  not  been  the  case  in  the  past,  even 
where  they  had  the  postal  savings  bank,  that  there  has  been  an  effort 
to  interest  anybody  in  it. 

Mr.  Davies.  The  postal  savings  bank  has  merely  drifted,  just  like 
"  Topsy  " — just  grew  incidentally  and  without  any  effort. 

The  Chairman.  We  have,  in  the  city  of  New  York,  as  I  recall, 
to-day  about  40  per  cent  of  the  total  deposits  in  the  postal  savings 
bank  svstem. 

Mr.  Meyer.  Something  like  that. 

Mr.  Davies.  That  is  on  account  of  your  facilities  here. 

The  Chairman.  Yes;  and  even  here  it  has  attracted  that  amount, 
even  with  the  mutual  and  stock  savings  banks  in  addition  to  it.  I 
can  readily  understand  that  in  a  community  where  there  are  no  sav- 
infi:s  facilities  at  all  it  would  stimulate  the  habit  of  saving. 

Mr.  Davies.  Yes;  undoubtedly. 

Mr.  Meyer.  You  may  be  interested  to  learn  that  at  a  meeting  of 
the  principals  of  the  New  York  schools  they  have  indorsed  the  pro- 
posal to  extend  and  expand  the  postal  savings  system,  and  to  pav  a 
more  proper  rate  of  interest,  and  to  change  the  regulations  so  that 
they  will  mean  something  to  the  people. 
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The  Chairman.  I  think  if  you  could  get  that  resohition  and  have 
it  put  into  the  recotd,  it  would  be  well. 

Mr.  Meyer.  I  will  send  it  to  you  very  shortly,  Senator.  Mr.  Her- 
bert Hoover  has  accepted  an  invitation  from  the  committee  to  ap- 
pear here  on  Thursday  next,  and  if  you  will  name  the  hour,  I  will 
let  him  know. 

The  Chairman.  Would  10  o'clock  be  too  early  ? 

Mr.  Meyer.  No  !  I  think  not.    At  10  o'clock  sharp,  if  you  say  so  ? 

The  Chairman.  Yes ;  I  will  be  here. 

Mr.  Meyer.  Have  you  any  further  questions  to  ask  Mr,  Davies  ? 

The  Chairman.  No  ;  thank  you  very  much,  Mr.  Davies. 

Mr.  Davies.  Not  at  all,  Senator. 

(Whereupon,  at  12.25  o'clock  p.  m.,  the  committee  adjourned  until 
Thursday,  September  23,  1920,  to  meet  again  in  the  same  place,  at 
10  o'clock  a.  m.) 
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THUBSDAY,  SEPTEMBBB  23,   1020. 

United  States  Senate, 
Special  Committee  on  Keconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjourimient,  in  the  conference 
room,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  10  o'clock  a.  m. 

Present:  Senator  Calder  (chairman) ;  also  Franklin  T.  Miller,  and 
Eugene  Meyer,  jr.,  assistants  to  the  committee. 

STATEMENT  OF  MK.  HERBEET  HOOVEE,  STANPOBD  TTNIVEBSITY, 

CAUF. 

The  Chairman.  Mr.  Hoover,  we  thank  you  very  much  for  coming 
here  to  give  us  your  views  upon  this  proposal  of  Mr.  Meyer's  to  en- 
large the  scope  of  the  postal  savings  system.  The  committee  believes 
perhaps  this  may  be  something  that  would  tend  to  help  our  whole 
financial  situation  throughout  the  country.  Do  you  prefer  to  make 
an  extemporaneous  statement  or  to  have  us  interrogate  you  ? 

Mr.  Hoover.  Senator,  I  have  dictated  a  short  statement  that  I  might 
read. 

The  Chairman.  Yes. 

Mr.  Hoover.  I  might  preface  this  by  saying  that  during  the  last 
year  some  of  my  engineering  colleagues  and  myself  have  carried  on 
some  investigation  of  the  different  departments  in  Washington  as  to 
their  efficiency  and  the  problems  of  reorganization.  Among  others, 
we  had  some  occasion  to  look  into  the  whole  question  of  savings  in 
its  various  relations.  I  was  very  much  pleased  when  Mr.  Meyer 
raised  this  question  and  to  know  that  some  one  was  taking  it  up. 

The  postal  savings-banks  were  established  for  the  prime  purpose  of 
enlarging  the  area  of  national  savings.  It  was  considered  that  postal 
savings  would  supplement  the  mutual  and  other  savings  institutions 
by  onering  a  psychological  security  to  the  more  timorous  of  our  popu- 
lation, especially  the  foreign  bom,  and  furnish  savings-bank  facili- 
ties to  areas  not  covered  by  the  private  and  mutual  institutions.  It 
was  proposed  to  avoid  competition  with  the  banking  system  generally 
by  paying  a  fixed  rate  of  2  per  cent,  being  about  one-half  the  rate  of 
mutual  savings  institutions,  and  to  secure  the  redistributions  of  such 
deposits  in  the  areas  from  which  they  originated,  by  redeposit  in  the 
banks  at  2^  per  cent  interest.  Therefore,  the  stimulation  to  savings 
by  our  national  institution  was  not  interest  return,  but  merely  the 
inducement  of  safety. 
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Even  the  2  per  cent  of  the  original  act  has  been  defeated  by  de- 
partmental regulations.  An  examination  of  any  annual  report  will 
show  that  they  do  not  receive  much  in  excess  of  1  per  cent,  owing  to 
the  regulations  in  force.  For  instance,  in  1918  the  average  deposits 
were  approximately  between  $125,000,000  and  $130,000,000,  and  the 
interest  paid  to  depositors  is  $1,259,000.  Not  only  is  the  system  sub- 
ject to  criticism  for  this,  but  the  same  report  will  show  that  profit 
obtained  by  the  Government  in  1918,  chiefly  from  redeposit  in  banks 
at  2J.  per  cent,  is  given  as  $1,135,000.  If  a  complete  balance  sheet 
were  made  from  the  beginning,  this  return  would  probably  represent 
at  least  a  100  per  cent  per  annum  profit  on  any  capital  invested  by 
the  Government  in  supporting  the  scheme  in  its  early  years,  or  any 
capital  extension  that  has  been  necessary  in  the  Post  OflSce  Depart- 
ment. Such  an  operation  in  private  banks  would  be  dignified  by  the 
term  "  profiteering "  and  a  public  demand  would  reauire  investiga- 
tion by  the  Attorney  General.  The  depositors  are  tne  poorest  and 
the  least  wise  of  the  community,  and  deserve  especial  care. 

If  nothing  more  were  done,  it  would  seem  only  justice  that  the 
whole  method  of  payment  of  interest  should  be  reorganized  in  such 
manner  as  to  approximately  distribute  the  profits  back  to  the  de- 
positors. In  other  words,  if  interest  were  payable  at  2  per  cent  com- 
pound interest  on  quarterly  balances,  it  would,  in  view  of  the  con- 
siderable deposits  that  remain  for  less  than  a  quarter,  absorb  the 
present  profits  made  by  the  Government.  I  know  that  there  is  some 
difficulty  in  paying  compound  interest,  but  the  payment  of  one-half 
of  1  per  cent  quarterljr,  with  the  right  of  immediate  redeposit,  would 
amount  to  the  same  thing,  and  would  simplify  the  system. 

The  real  question  at  issue  in  this  discussion  appears  to  me  to  be 
not  onlv  justice  to  depositors  but  also  whether  the  aggregate  of 
national  savings  can  be  increased  by  offering  a  larger  return  on  postal 
savings  deposits — whether  more  savings  can  be  pulled  out  of  stock- 
ings, waste  and  luxuries,  and  "  wild  cats."  Every  dollar  so  saved  is  a 
contribution  to  national  welfare  for  many  reasons.  I  have  no  doubt 
of  the  validity  of  the  principle  that  the  Government,  through  the 
postal  savings  bank,  should  not  compete  with  mutual  and  other  sav- 
ings banks,  but  I  do  believe  the  aggregate  of  national  savings  would 
be  stimulated  if  the  Government  stopped  profiteering  and  it  it  paid 
something  like  an  adequate  rate  of  interest  to  depositors. 

It  appears  to  me  that  the  first  thing  to  do  is  to  pay  interest  at  the 
rate  oi  one-half  per  cent  quarterly  on  average  deposits.  This  is  not 
only  a  matter  of  justice  but  it  is  the  implication  of  the  law — at  the 
rate  of  2  per  cent  per  annum — ^not  1  per  cent,  as  at  present.  The 
second  step  that  seems  to  me  worth  considering  is  the  declaration 
yearly  in  advance  of  an  additional  rate  that  will  be  paid  upon  de- 
posits of  12  months'  duration.  Such  declaration,  to  be  based  on 
safe  experience  and  by  yearly  determination,  will  rise  and  fall  with 
general  interest  rates  and  the  earnings  of  the  bank.  In  order  that 
a  reasonable  addition  shall  be  provided  in  this  superrate  for  12 
months'  deposits,  probably  70  per  cent  of  the  average  deposits  should 
be  invested  in  Government  securities,  the  30  per  cent  representing 
the  redeposit.  Such  annual  declaration,  after  deducting  for  ex- 
penses and  depreciation  of  securities,  would  raise  the  rate  on  deposits 
remaining  for  12  months  to  probably  somewhere  under  the  mutual 
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saving  banks.    It  would  stimulate  the  leaving  of  deposits  for  longer 
periods. 

The  principle  of  redeposit  in  local  banks  to  prevent  congestion  of 
funds  is  no  longer  the  essential  principle  it  was  when  the  original 
acts  were  passed.  The  inauguration  of  the  Federal  Reserve  System 
has  rendered  the  banking  capital  of  the  country  so  liquid  that  the 
postal  savings  deposits,  amounting  to  less  than  1  per  cent  of  the 
national  deposits,  bears  no  relation  to  it. 

It  would  appear  to  me  also  that  a  more  definite  organization  should 
be  given  to  the  postal  savings  at  the  top.  I  believe  it  is  necessary 
and  desirable  that  a  real  directorate  should  be  appointed  in  which 
the  Federal  Reserve  Board  and  some  indepenaent  membership 
should  be  introduced. 

The  Chairman.  Xow,  Mr.  Hoover,  would  you  f av\.  r  an  increase  of 
the  rate  of  interest  to  as  high  as  4  per  cent  ? 

Mr.  Hoover.  I  made  the  suggestion  here  that  a  rate  should  be  given 
based  on  the  earnings  of  the  bank,  rather  than  upon  an  empirical 
rate.  The  rate  of  interest  is  variable,  both  in  area  and  with  time. 
In  the  long  run  the  soundness  of  the  postal  savings  bank  must  de- 
pend on  its  own  earnings.  In  other  words,  a  straight  4  per  cent 
rate  might,  under  certain  conditions,  result  in  a  loss;  it  might  also 
prove  to  be  less  than  the  earnings  of  the  bank,  and  I  do  not  believe 
the  Government  has  a  right  to  take  over  excess  earnings. 

Mr.  Meyer.  Mr.  Hoover,  4  per  cent  at  the  present  time  would  be 
a  good  deal  less  than  the  Government  would  earn  by  buying  its  own 
securities,  whether  you  take  the  Treasury  certificates,  which  carry 
5|  or  6  per  cent,  or  the  Victory  bonds,  running  for  three  years,  which 
are  selling  on  about  a  6  per  cent  basis,  or  the  third  Liberty  loan  bonds, 
due  in  1928,  which  are  selling  on  a  5^  to  a  6  per  cent  basis.  You 
would  not  favor  distributing  as  much  as  6  per  cent,  would  you? 

Mr.  Hoover.  I  do  not  think  that  such  an  eventuality  would  arise, 
even  at  the  present  high  rate  of  intei-est  on  the  (Government  securi- 
ties, because  the  deposits  in  the  postal  savings  bank  are  demand  de- 
posits, and  there  must  be  a  provision  of  resource  to  meet  that  demand, 
which  will  involve  a  considerable  employment  of  those  funds  at 
much  less  than  the  Government  rate.  In  other  words,  the  Govern- 
ment could  not  judiciously  invest  the  entire  funds  of  the  bank  in 
Government  securities. 

Mr.  Meyer.  Well,  the  Treasury  certificates  have  a  maturity  of 
varying  dates.  Almost  every^  month  there  is  an  issue  maturing; 
and  if  you  have  in  mind  a  division  of  70  per  cent  and  30  per  cent, 
have  you  also  in  mind  that  it  might  be  possible  and  practicable  and 
sound  to  take  70  per  cent  and  invest  it  m  the  Victory  bonds  and  in 
the  third  Libertv  loan,  say,  for  instance,  and  keep  the  30  per  cent 
partly  on  cash  deposit  and  partly  invested  in  Treasury  certificates, 
maturing  more  or  less  monthly,  so  that  there  would  always  be  the 
assurance  of  a  very  large  proportion  of  cash  available  on  very  short 
notice,  by  these  recurring  maturities? 

Mr.  rioovER.  Well,  that  would  no  doubt  be  an  advisable  program, 
for  the  moment ;  but  I  think  we  have  to  look  at  this  system  over  a 
term  of  years ;  and  the  Treasury  certificate,  I  take  it,  or  at  least,  I 
hope,  is  entirely  a  temporary  form  of  Government  finance.  Also  it  is 
probable  that  the  rate  of  interest  payable  by  the  Government  will 
greatly  decrease  over  a  term  of  years.     It  would  no  doubt  assist 
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in  the  whole  financial  situation  if  the  savings  in  the  Postal  Savings 
System  could  be  increased  by  an  inducement  of  this  character ;  and  if 
Treasury  certificates  could  be  absorbed  in^that  manner,  instead  of 
being  more  or  less  forced  upon  the  banks. 

Mr.  Meyer.  You  agree,  Mr.  Hoover,  do  you,  that  this  high  rate 
paid  by  the  Government  on  short-time  money — 5f  per  cent  for  six 
months  and  6  per  cent  for  one  year— carrying  normal  tax  exemption 
with  it,  tind  having  special  value  also  on  account  of  tax  exemption 
from  excess-profits  taxes  up  to  8  per  cent  on  the  amount  invested  in 
them  in  the  hands  of  large  corporations,  has  a  very  marked  effect  in 
increasing  the  interest  rates  on  capital  throughout  our  entire  finan- 
cial structure  ? 

Mr.  HooMCR.  I  think  no  doubt  it  contributes  to  it.  I  do  not  say 
that  in  any  criticism  of  (lovernment  methods  of  finance.  It  is*  just 
the  physical  fact  of  the  condition  we  are  in.  The  Government  has 
been  compelled  to  borrow  on  these  terms,  and  it  has  disturbed  the 
whole  problem  of  industrial  finance. 

Mr.  Meyer.  You  think,  then,  that  if  we  were  able  to  raise  funds 
through  the  Postal  Savings  System  on  a  large  scale,  and  reduce  this 
floating  debt  materially,  it  would  have  a  beneficial  effect  on  the  in- 
terest rate  and  the  cost  of  capital  in  the  whole  financial  system,  I 
infer  ? 

Mr.  Hocn'ER.  Well,  from  an  economic  point  of  view  that  program 
would  be  subject  to  this  possible  criticism,  and  that  is  if  the  Govern- 
ment paid  such  rates  in  the  postal  sa^vings  bank  as  would  result  in 
the  removal  of  deposits  from  the  commercial  banks  there  would  be 
no  intrinsic  gain  and  perhaps  some  projected  difficulties.  I^?  on  the 
other  hand,  the  Government^  by  improvement  of  the  Postal  Savings 
System,  created  actually  new  savings,  it  would  be  a  very  great  eco- 
nomic gain  to  the  entire  country,  both  from  a  financial  and  an 
economic  point  of  view. 

Mr.  Meyer.  Of  course,  additional  saving  is  the  primary  object  of 
the  expansion  of  the  system.  How  do  you  feel  on  tne  question  of  the 
large  amount  of  money  going  from  the  hands  of  the  people  of  smaller 
means  into  swindling  stock  promotions  and  all  sorts  of  other  swin- 
dling schemes  ? 

Mr.  Hoover.  I  believe  a  good  deal  of  that  could  be  stopped  by  a 
systematic  propaganda  on  tne  part  of  the  Government  as  to  the  ad- 
vantages of  postal  savings,  but  I  do  not  believe  the  Goverimient 
could  advocate  such  a  thing  at  the  present  rate  of  interest,  honestly. 

The  Chairman.  Do  you  mean  2  per  cent? 

Mr.  Hoover.  I  mean  that  the  Government  must  pay  some  fair 

return. 

The  Chairman.  But  2  per  cent,  you  think,  would  not  do  it? 

Mr.  Hoover.  No. 

The  Chairman.  But  at  a  reasonable  rate  it  could? 

Mr.  Hoover.  At  a  reasonable  rate  it  would  have  a  sound  basis  for 
propaganda  and  educational  work  on  the  importance  of  saving ;  but 
at  this  rate  it  immediately  subjects  itself  to  the  criticism  that  it  is 
not  dealing  fairly  with  such  depositors. 

The  Chairman.  In  other  words,  it  can  not  ask  cooperation  on  the 
basis  of  the  present  meager  return,  whereas  at  a  fair  return  it  would 
be  justified? 

Mr.  Hoo\^R.  Yes. 
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The  Chairman.  I  know  that  you  have  expressed  yourself,  in  com- 
inon  with  other  prominent  economists,  on  the  importance  of  addi- 
tional savings,  and  you  feel  that  a  well-advertised  postal  savings 
system,  doing  the  fair  thing  by  its  depositors,  would  also,  in  addition 
to  saving  money  which  now  goes  to  swindlers,  produce  actual  econo- 
mies out  of  what  are  now  expenditures,  do  you  not  ? 

Mr.  Hoover.  I  believe  so.  I  believe  that  anything  that  builds  up 
the  savings  principle  in  people  is  an  actual  contribution  to  our  eco- 
nomic system  and  a  contribution  extraordinarily  badly  needed  just 
now. 

Mr.  Meyer.  Mr.  Hywel  Davies,  commissioner  of  conciliation,  of  the 
Department  of  Labor,  in  the  Rockv  Mountain  mining  district  and 
in  the  oil  regions  of  California,  testified  on  Tuesday  that  he  thought 
that  it  would  have  the  advantages  that  you  have  specified ;  and  he  also 
said  he  thought  it  would  be  a  tremendous  factor  in  the  Americani- 
zation program.  You  are  familiar  with  mining  labor  conditions, 
and  I  am  sure  the  committee  would  be  glad  to  hear  your  views  on 
that.  y 

Mr.  Hoover.  I  think  that  problem  is  reached  by  the  postal  savings 
bank  in  a  better  way  than  by  the  commercial  banks,  because  it  is  pos- 
sible to  extend  the  banking  facilities  of  the  country  to  areas  that 
are  not  at  present  penetrated — by  the  use  of  the  post  office.  That 
has  been  one  failure  of  the  present  system — ^that  it  has  not  been  ex- 
tended as  it  should  have  been.  In  other  words,  there  are  many  thou- 
sands of  places  in  the  United  States  that  have  absolutely  no  banking 
facilities — small  communities  like  mining  camps,  small  industrial 
centers  that  are  in  the  country,  as  distinguished  from  the  town.  If 
an  adequate  rate  were  offered,  I  think  there  would  be  a  great  expan- 
sion in  the  number  of  post  offices  that  could  successfully  establish 
postal  savings  facilities.  There  should  be  a  drive  to  extend  the 
penetration  to  those  outlying  areas.  That  also  has  the  great  eco- 
nomic advantage  that  it  is  not  competing  with  the  normal  banking 
system  of  the  countrv,  but  is  gathering  in  more  savings. 

The  Chairman.  Mr.  Hoover,  our  mutual  savings  bank  system  here 
in  the  East,  and  our  building  and  loan  associations,  tend  to  encourage 
thrift,  and  have  done  much  in  that  direction.  Do  you  believe  that 
the  development  of  this  system  would  damage  those  institutions? 

Mr.  Hoover.  I  do  not  believe  that  it  would,  unless  the  Government 
started  out  to  compete  with  them  in  paying  a  higher  rate.  I  think 
this  latter  would  be  unjustifiable,  because  the  expansion  of  these 
voluntary  associations  is  certainly  the  most  advantageous  manner  of 
mobilizing  the  country's  capital ;  but  I  do  not  think  those  institutions 
have  anything  to  fear  from  the  postal  savings  bank,  if  it  be  con- 
ducted with  intelligence,  and  without  any  intent  to  compete  with 
them. 

Mr.  Meyer.  With  an  intention  not  to  do  so? 

Mr.  Hoover.  With  an  intention  not  to  compete  with  them ;  yes. 

The  Chairman.  Bather,  to  encourage  them,  as  well  as  to  develop 
this  system? 

Mr.  Hoo\t:r.  Yes.  I  think  the  general  advancement  of  education 
in  savings,  &s  a  whole,  may  be  put  forward  through  the  post-office 
facilities,  and  would  tend  to  stimulate  savings  in  all  directions,  and 
would  benefit  the  others. 
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Mr.  Meyer.  I  expressed  the  opinion  to  the  committee  that  if  large 
funds  were  collected  through  the  Postal  Savings  System,  and  the 
Treasury  certificate  issue  materially  reduced  and  gradually  elimi- 
nated, that  the  special  uses  which  many  people  have,  which  compel 
them  to  buy  Government  securities,  through  the  retirement  of  these 
Treasury  certificates  and  the  purchase  of  Liberty  bonds,  which  would 
have  to  be  made  to  replace  them  by  the  large  institutions,  would  re- 
sult in  a  very  material  enhancement  in  the  Liberty  bond  market^ 
which,  in  itself,  would  be  a  desirable  thing. 

Mr.  Hoover.  Oh,  there  is  no  question  in  my  mind  about  the  great 
value  of  securing  the  migration  of  Government  securities  out  of  the 
normal  banking  system  of  the  country.  It  has  no  business  in  com- 
mercial banking.  In  other  words,  commercial  banking  should  be 
based  on  self-liquidating  paper.  We  have  had,  as  a  war  measure, 
to  practically  compel  the  banks  to  engage  in  loans  against  fixed  se- 
curity ;  and  the  sooner  that  we  can  eliminate  that  feature  of  banking, 
the  quicker  will  the  whole  industrial  finance  readjust  itself.  There 
is  a  very  fundamental  question  the^e  on  the  whole  structure  of  our 
banking  system.  Anything  that  will  contribute  to  taking  those  se- 
curities out  of  the  commercial  banks  will  be  an  advantage  to  the 
banks  and  to  the  country  as  a  whole. 

Mr.  Meyer.  The  Treasury  is  now  selling  war-savings  certificates. 
These  were  suitable  during  the  war,  because  the  patriot  who  was  asked 
to  subscribe  was  ^ven  a  certificate  as  the  token  of  his  patriotic  thrift; 
but  do  you  consider  that  the  ideal  way  of  enlisting  savings  of  the 
small  people  of  the  country,  bearing  in  mind  that  they  are  easily  lost, 
destroyed,  or  stolen  or  enticed  out  of  the  hands  of  their  owner  ? 

Mr.  Hoover.  I  think  that  type  of  savings  is  more  or  less  sporadic* 
It  is  not  a  thing  that  could  be  built  up  and  held  as  a  continuous  opera- 
tion over  many  years. 

Mr.  Meter.  As  matter  of  fact,  I  think  the  sales  are  much  less  than 
the  redemptions  at  the  present  time  and  have  been  for  many  months. 
Wm.  Mather  Lewis,  the  director  of  the  Treasury  savings  department, 
was  quoted  in  an  interview  the  other  day  as  saying  that  there  was  na 
need  for  extending  the  Postal  Savings  System,  because  the  war-sav- 
ings stamps  and  a  document  known  as  a  Treasury  savings  certificate, 
issued  in  amounts  of  between  $100  and  $1,000,  were  on  sale  at  numer- 
ous post  ofiices  and  banks.  Did  you  ever  hear  of  a  Treasury  savings 
certificate,  Mr.  Hoover? 

Mr.  Hoover.  Well,  I  have  not  gone  into  that  very  much.  I  know 
of  the  existence  of  it.  My  feeling  about  that  is  that  it  does  not  tap 
the  basic  thing  that  we  must  arrive  at,  and  that  is  the  encouragement 
of  the  public  to  deposit  its  money  in  something  akin  to  normal  bank- 
ing. We  do  not  gain  a  permanent  saving  habit  by  the  issuance  of 
sporadic  pieces  of  paper  under  the  impulse  of  patriotism,  which  are 
subject  to  difficulty  in  handling  and  perhaps  loss;  moreover,  if  they 
make  a  deposit  at  a  postal  savings  bank  they  can  always  secure  the 
withdrawal  of  that  deposit. 

The  Chairman.  At  its  face  value  ? 

Mr.  Hoover.  Yes ;  at  its  face  value ;  and  they  are  not  put  to  the  diffi- 
culties of  realization — often  at  a  loss,  as  at  the  present  time — and, 
beyond  that,  the  savings  bank  is  or  can  be  conducted  in  such  a  manner 
that  the  loss  of  one  of  its  pass  books  or  certificates  will  not  be  an  irre- 
deemable loss  of  the  deposit. 
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Mr.  Meyer.  As  a  matter  of  fact,  thev  are  not  now. 

Mr.  Hoover.  Yes;  that  is  true.  There  is  no  difficulty  under  the 
present  system. 

Mr.  Meyer.  You  regard  the  post  office  as  the  proper  governmental 
institution,  do  you  not,  for  the  conduct  of  such  business,  because  prac- 
tically everyone  is  already  acquainted  with  it,  and  it  would  require 
no  new  educational  work? 

Mr.  Hoover.  It  has  the  great  advantage,  especially  in  the  more 
remote  places,  of  being  the  only  common  meeting  place  of  the  people 
as  a  whole.  They  come  there,  and  propaganda  through  that  source 
is  easy. 

Mr.  Meyer.  So  that  it  is  the  familiar  agency,  and  it  would  be  eco- 
nomical to  expand  it  into  this  particular  field,  as  compared  with  any 
other  possible  method  ? 

Mr.  HoovTiR.  Yes. 

Mr.  Meyer.  Also  in  vour  opinion  is  not  a  savings-bank  deposit 
probably  the  most  familiar  financial  transaction  to  the  people  of 
small  means  ? 

Mr.  Hoover.  It  certainly  is. 

Mr.  Meyer.  So  that  Mr.  Hoover  agrees,  Mr.  Chairman,  that  the 
transaction  is  the  simplest  and  that  the  agency  is  the  readiest.  I 
think  those  are  strong  points  about  the  recommendations. 

The  Chairman.  Mr.  Hoover,  you  referred  to  the  lack  of  savings- 
bank  facilities  in  mining  camps  and  the  out-of-way  places  of  the 
country. 

Mr.  Hoo\t:r.  Yes. 

The  Chairman.  Having  that  in  mind,  and  also  the  disinclination 
of  the  foreigner — the  alien,  so-called — to  use  our  banking  system, 
do  you  believe  there  is  in  this  country  to-day  very  much  money  out 
of  circulation  because  of  being  put  away  in  stockings  and  on  shelves? 

Mr.  Hoover.  I  have  not  gone  into  a  calculation  of  the  invisible 
currency.  I  understand  it  is  a  considerable  figure — rather  larger  now 
than  before  the  war,  which  would  indicate  that  there  is  a  good  deal 
of  hoarding  of  money.  It  is  very  difficult  to  arrive  at,  and,  because 
of  the  doubling  of  prices,  the  amount  of  money  actually  in  circula- 
tion has  to  be  very  much  increased.  I  think,  however,  that  the  great 
value  to  this  type  of  sa\dng  is  in  the  prevention  of  the  waste,  and 
the  actual  encouragement  of  saving.  That  we  would  receive  a  larger 
proportion  of  deposits  from  the  direction  of  increased  savings  than 
from  pulling  it  out  of  the  actual  currency  that  may  be  in  stockings, 
although  that  item  should  be  very  considerable. 

The  Chairman.  In  the  mining  camps  and  in  the  parts  of  the  coun- 
try where  there  are  no  banking  facilities,  from  your  experience,  do 
those  men  carry  much  money  around  with  them  ? 

Mr.  Hoover.  Yes :  they  carry  their  money  with  them — they  have  to. 

The  Chairman.  And  they  spent  it  very  readily? 

Mr.  Hoover.  Before  the  saloon  went  out  they  used  to  deposit  it 
with  the  barkeeper,  but  I  do  not  know  what  they  are  doing  with  it 
now.    Formerly  they  made  actual  deposits  with  the  saloonkeeper. 

The  Chairman,  i  ou  mean  that  they  left  their  money  there  to  be 
taken  care  of?  . 

Mr.  Hoover.  Yes;  for  safekeeping. 

Mr.  Meyer.  And  drew  on  it  as  they  drank? 
Mr.  Hoover.  Yes. 
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Mr.  Meyer.  Merely  as  a  detail  of  expansion  in  rating  a  postmas- 
ter's business,  do  you  not  think  it  would  be  sound  to  count  the  postal 
savings  business  as  part  of  the  business  on  which  his  office  is  rated  and 
his  pay  is  based  ? 

Mr.  Hoover.  Well,  I  think  that  the  class  of  postmasters  who  live 
by  a  percentage  on  their  business,  must  have  some  return  from  the 
postal  savings,  if  we  are  going  to  accomplish  its  extension.  I  would 
not  wish  to  say  precisely  how  that  should  be  arrived  at,  as  it  is  a 
detail,  but  they  must  have  some  encouragement  and  some  return  for 
the  effort  they  make. 

The  Chairman.  Yes. 

Mr.  Meyer.  And  you  would  think  that  if  no  credit  were  given  no 
recognition,  that  it  would  look  almost  as  if  it  were  done  for  the  pur- 
pose of  discouraging  the  business,  would  you  not  ? 

Mr.  Hoover.  I  do  not  know  that  it  would  be  done  with  deliberate 
intent  in  that  direction. 

Mr.  Meyer.  But  it  would  have  the  same  effect  ? 

Mr.  Hoover.  It  has  the  same  result. 

Mr.  Meyer.  Is  there  anything  more  necessary  at  this  time,  in  your 
opinion,  Mr.  Hoover,  than  increasing  the  savings  of  the  mass  of 
the  people  ? 

Mr.  Hoover.  I  think  it  is  vital  from  every  point  of  view.  We  have 
just  gone  through  a  period  when  we  have  not  had  that  volume  of 
savings  that  we  should  have  had.  Part  of  our  impending  difficulties, 
financial  and  industrial,  are  due  to  the  very  considerable  period  of 
extravagance  that  we  have  just  begun  to  emerge  from. 

Mr.  Meyer.  From  the  fact  that  there  are  millions  of  farmers,  and 
millions  of  laborers  and  people  of^  small  means  throughout  the 
country  that  have  money  to-day  that  never  had  it  before — I  mean, 
until  the  last  few  years — is  it  not  true  that  a  great  change  has  taken 
place  ?  And  is  it  not  true  that  nothing  has  been  done  to  make  easy  ana 
attractive  to  them  a  contribution  to  the  fund  of  national  savings  i  In 
other  words,  has  not  an  entirely  new  condition  arisen,  and  have  we 
not  entirely  failed  to  provide  the  necessary  banking  and  savings 
facilities  to  meet  that  new  condition? 

Mr.  Hoover.  Well,  that  is  true,  in  the  main.  Of  course,  there  has 
been  a  very  large  increase  in  wealth,  or,  at  least,  in  monetary  value. 
There  has  been  a  very  large  increase  in  the  bank  deposits  of  the  coim- 
try  generally.  They  have  more  than  doubled ;  but  there  is  no  doubt 
a  residue  of  people  who  have  not  been  brought  into  contact  with  bank- 
ing institutions,  who  have  actually  increased  their  wealth,  and  who 
should  be  penetrated  with  banking  ideas,  I  think  this  is  one  of  the 
best  measures  for  the  penetration  of  that  class. 

Mr.  Meyer.  I  have  nothing  further  to  ask  Mr.  Hoover,  Mr.  Chair- 
man. 

The  Chairman.  Mr.  Hoover,  I  want  to  ask  you  a  question  or  two 
along  another  line,  if  I  may.  This  committee  was  appointed  by  the 
Senate  to  inquire  into  the  whole  subject  of  thrift,  and  this  matter  of 
the  development  of  the  Postal  Savings  System  is  one  of  the  lines  we 
have  been  following  out.  We  have  also  made  some  inquiry  relative 
to  the  general  condition  of  the  plant  of  the  country,  and,  as  an  engi- 
neer, you,  of  course,  realize  the  connection  between  plant  efficiency 
and  earning  power  of  the  country ;  that  in  order  to  increase  our  pro- 
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duction  we  must  first  increase  our  means  of  production.    Have  you 
thought  of  that  any — about  increasing  our  means  of  production  i 

Mr.  Hoover.  Almost  everv  engineer  who  is  interested  in  these 
problems  in  a  broad  way  is  faced  with  this  general  fact — ^that  if  we 
are  going  to  increase  production,  we  must  increase  the  tools  of  pro- 
duction— and  the  tools  of  production  are  increased  out  of  the  savmgs 
of  the  Nation.  We  thus  come  back  to  the  old  problem  of  thrift.  It 
is  a  problem  of  extreme  complexity;  we  can  not  increase  the  tools 
of  production  to  an  amount  in  excess  of  the  Nation's  needs  at  any 

fiven  moment ;  but  by  improvement  in  those  tools  we  constantly  re- 
uce  the  cost  of  production ;  but  that  improvement  must  take  place 
out  of  capital  investment;  and  capital  investment  must,  in  turn, 
represent  the  savings.  By  reductions  in  the  cost  of  production,  by 
the  improvement  of  plant,  we  strike  at  the  vital  thing  in  the  advance- 
ment of  the  entire  Nation — and  that  is  to  increase  the  number  of  com- 
modities available  for  the  total  population — in  other  words,  to  raise 
the  standard  of  living.  It  is  only  through  that  process,  by  a  decrease 
in  the  cost  of  production,  by  the  improvement  of  our  tools,  and  the 
improvement  of  our  labor,  that  we  can  go  on  making  this  constant 
advance  that  this  country  has  seen  more  than  any  other  country  in 
the  world. 

The  Chairman.  After  the  Civil  War  we  went  really  from  hand 
production  to  machine  production,  and  did  the  very  thing  that  you 
suggest. 

Mr.  Hoover.  Yes. 

The  Chairman.  And  bv  that  method  we  increased  the  volume  of 
production,  the  output  of  man's  labor  increased,  perhaps,  a  hundred- 
fold— a  thousandfold  sometimes — and  that  change,  of  course, 
changed  the  American  standard  of  living  to  the  position  it  has  occu- 
pied all  these  years.  Now,  since  the  World  War — and  perhaps  we 
nave  not  yet  had  time — ^there  has  been  little  to  indicate  that  we  are 
increasing  the  amount  that  labor  can  produce. 

Mr.  Hoover.  That  varies  with  industry.  During  the  war,  by  force 
of  circumstances  and  by  Government  action,  we  entirely  changed  the 
current  of  expansion  of  the  tools  of  industry.  In  order  to  provide 
the  materials  that  we  consumed  in  war  we  particularly  tK)re  down 
upon  expansion  in  transportation  and  building.  Those  are  the  two 
industries  that  have  suffered  most  as  the  result  of  the  entire  war 
activities.  Those  two  industries  have  lagged  behind,  until  to-day 
they. are  the  most  acute  situations  that  we  have  to  deal  with.  In 
many  of  the  manufacturing  industries,  such  as  the  textile  industry, 
we  have  had  during  the  war,  as  one  of  the  processes  of  the  war,  a 
very  large  extension  of  their  equipment,  and  so  we  have  in  other 
special  industries;  but  we  have  done  that,  and  we  have  produced  the 
materials  that  we  consumed  in  the  war  largely  at  the  net  cost  of 
transportation  and  building  expansions.  Thus  those  are  the  two 
industries  that  demand  the  greatest  solicitude  at  the  present  moment. 

The  Chairman.  I  agree  with  you,  Mr.  Hoover,  and  we  have  been 
making  some  inquiries  into  those  two  particular  things;  and  the 
situation  is  very  serious  in  respect  to  both  of  them.  It  has  been  repre- 
sented to  the  committee  that  construction  work  is  handicapped  by 
numerous  building  codes  of  an  uncertain  character,  and  that  if  those 
codes  were  modernized  at  least  20  per  cent  of  the  materials  now  going 
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into  building  could  be  saved.    As  an  engineer,  have  you  ever  given 
any  thought  to  that? 

Mr.  Hoover.  I  hesitate  to  go  into  the  details  of  that,  because,, 
frankly,  I  have  not  given  it  a  ^reat  deal  of  attention.  Last  winter  I 
sat  on  tne  Industrial  Commission,  and  this  problem  of  the  building' 
situation  or  housing  situation  came  up  to  us  as  collateral  to  the  gen- 
eral labor  problem.  We  made  some  investigation  into  it,  to  the  extent 
of  determining  what  the  economic  difficulties  were;  and  we  came  to- 
the  conclusion  at  that  time  that  the  situation  was  one  that  really  de- 
manded an  immediate  and  extensive  inquiry  on  a  national  scale ;  that 
something  on  the  order  of  a  commission  should  be  set  up  to  propose 
some  kind  of  a  program  for  remedy.  Nothing  of  the  kind  has  yet 
been  done.  The  problem  is  one  of  a  great  deal  of  complexity ;  it  is 
npt  a  problem  that  concerns  New  York  City  alone ;  it  concerns  every^ 
city  in  the  United  States. 

Due  to  the  diversion  of  the  building-trade  labor  and  material  ta 
war  purposes  prior  to  the  armistice  and  to  the  growth  of  population^ 
which  has  itself  made  a  demand  for  a  million  more  houses  since 
the  war  began,  we  have  lagged  behind  in  all  quarters  of  the  country. 
That  lag  has  produced  a  situation  more  acute  in  the  cities  than  in 
the  country,  lor  the  reason  that  the  great  extension  of  our  indus- 
trial activities  during  the  war  tended  to  draw  the  population  from 
the  country  into  the  towns,  thus  rendering  the  town*  situation  doubly 
acute.  It  is  a  condition  that  has  continued  since  the  armistice  be- 
cause, as  a  Nation,  we  have  been  engaged  in  a  very  large  export 
trade  in  manufactured  goods  as  the  result  of  the  deficiencies  of 
PJuropean  production;  and  that  has  tended  to  continue  the  same 
condition  in  production  of  consumable  goods  that  existed  by  virtue 
of  war  necessity.  With  the  gradual  recuperation  of  Europe  and 
the  extension  oi  their  export  activities  into  markets  that  we  have 
hitherto  been  penetrating  without  much  competition  we  will  un. 
doubtedly  witness  a  slackening  in  our  export  demands.  One  result  of 
this  will  be,  perhaps,  over  a  long  period  of  time  to  decrease  the  rush  of 
population  into  industry  as  distinguished  from  agriculture.  That, 
however,  does  not  answer  the  immediate  situation  of  the  great  short- 
age in  housing  all  over  the  coimtry.  We  have  an  insufficient  produc- 
tion in  the  building  trades,  either  in  material  or  labor,  to  overcome  the 
accumulated  deficiency  plus  our  necessary  annual  increment.  It  is  a 
problem  as  to  the  detailed  solution  of  such  I  have  little  to  offer,  but  I 
consider  it  is  a  problem  that  demands  a  definite  national  program. 

The  Chairman.  The  question  that  I  addressed  to  you  had  in  mind 
particularly  the  modernizing  of  the  building  codes.  I  have  invited 
several  gentlemen,  or  a  number  of  gentlemen,  who  have  had  a  wide 
experience  in  that  subject  to  come  here  and  join  with  us  in  making 
some  practical  suggestions  to  the  authorities  of  the  several  cities  or 
the  country.  It  may  be  possible,  with  our  present  knowledge  of  the 
strength  of  building  materials,  etc.,  to  redraft  the  codes,  so  that  we 
might  cut  down  the  cost  of  building  a  great  deal. 

Mr.  Hoover.  Certainly  it  would  be  of  assistance  if  there  were  a 
great  deal  more  uniformity  over  the  country  in  those  matters  than 
there  is  now. 

The  Chairman.  Mr.  Hoover,  there  has  been  much  complaint,  of 
course,  by  men  who  were  anxious  to  get  capital  for  industry,  that 
our  excess-profits  taxes  and  our  high  surtaxes  have  tended  to  keep 
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•capital  out  of  investment  in  the  physical  development  of  the  coimtry. 
Have  you  given  any  thought  to  that  proposition  ? 

Mr.  HoovEB.  I  have  no  doubt  that  tne  economic  eflfect  of  the  excess- 
profits  tax,  more  esjjecially  on  the  industries  revolving  around  the 
-extension  of  our  national  plant  and  equipment,  is  all  wrong,  and  it 
is  having  a  most  serious  eflfect.  The  excess-profits  tax  is  not  a  tax 
on  profits;  it  is  a  method  of  collecting  taxes  from  the  consumer 
through  the  manufacturing  and  business  agencies  of  the  country. 
When  we  pass  on  a  tax  of  that  kind  to  the  cost  of  buildings,  we  have 
laid  a  permanent  charge  on  the  country  with  respect  to  its  plant  and 
^uipment.  It  is  a  tax  on  capital,  in  eflfect,  so  that  it  does  require 
not  only  for  that  reason  but  for  many  other  reasons  an  entire  remedy. 

The  Chairman.  I  agree  with  you,  Mr.  Hoover.  The  other  day 
Mr.  Otto  Kahn,  before  this  committee,  said  that  now  there  are  about 
$14,000,000,000  worth  of  tax-exempt  securities,  which  is  about  two 
and  one-half  times  as  much  as  there  were  before  the  war.  He  says, 
-of  course,  this  lar^e  volume  of  tax-exempt  securities  attracts  men  of 
large  incomes ;  and,  on  the  other  hand,  when  they  can  not  get  out  of 
the  tax  in  that  way,  they  are  putting  it  onto  the  price  and  passing  it 
on  to  the  next  man. 

Mr.  Meyer.  Of  course,  that  also  stimulates  it  by  making  especially 
€asy  the  expenditures  of  public  corporations  like  States  and  cities, 
which  is  not  always  the  most  productive  kind  of  expenditure.  You 
are  as  familiar,  perhaps,  as  anyone  else  in  this  country  with  the 
needs  of  Europe  and  the  devastated  areas  of  the  disorganized 
counti*ies,  and  you  are  familiar  with  the  dire  necessities  that  imme- 
diately confront  Europe  for  reconstruction.  Therefore  at  the  present 
time  when  we  need  to  produce  what  is  required  for  consumption  in 
this  country  and  for  the  increase  in  plant,  is  it  not  true  that  the 
civilized  world  in  Europe  is  dependent  upon  our  help  as  never  before, 
and  that  whatever  can  be  done  to  mobilize  our  capital  in  the  most 
«fl5cient  and  eflfective  way  and  to  increase  our  savings  has  a  tremen- 
dous eflfect,  has  it  not^  in  the  light  of  the  European  necessities  and 
the  value  to  ourselves^  in  helping  them  to  get  on  their  feet  ? 

Mr.  Hoover.  Oh,  I  think  that  is  perfectly  sound,  as  a  generaliza- 
tion. The  details  of  that  problem  are  of  the  most  complex  character 
and  difficult  order,  however. 

Mr.  Meter.  Well,  you  know  that  the  French  Government  had  a 
loan  falling  due  here  about  the  middle  of  October  of  $250,000,000, 
and  that  they  had  to  pay  9^  per  cent  for  a  renewal  of  only  40  per 
cent  of  the  loan  and  were  compelled  to  pay  off  60  per  cent  of  it. 
That  shows  dearth  of  capital  not  only  for  our  own  needs  but  in  order 
to  aid  Europe  even  in  the  smallest  degree. 

Mr.  Hoover.  It  also  enters  into  our  economic  situation,  from  the 
fact  that  they  come  here  and  compete  with  our  own  capital  reauire- 
ments  for  money,  and  in  their  desperate  situation  they,  are  biasing 
up  the  rate  of  mterest,  and  the  only  solution  for  that  situation  is 
increased  savings  all  over  the  world. 

The  Chairman.  It  has  been  suggested  to  the  committee  that  cer- 
tain classes  of  freight  cars  of  the  railroads  should  be  pooled  in  a 
holding  company,  operated  somewhat  as  the  Pullman  Car  Co.  is 
operated.  Have  you  ever  thought  of  that  as  a  method  of  working 
out  of  our  freight  transportation  situation  ? 
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Mr.  Hoover.  I  had  to  give  some  thought  to  that  during  the  period 
of  the  war,  and  the  cars  devoted  to  handling  of  perishables — special 
types  of  cars,  refrigerator  cars  in  particular — I  believe  should  be 
mobilized,  because  the  demand  for  those  cars  and  the  large  service 
required  to  care  for  and  ice  them  varies  with  the  seasons  in  diflferent 

Earts  of  the  country.  The  result  is  that  if  a  given  railway  company 
as  the  equipment  of  such  character  sufficient  to  take  care  of  its  own 
maximum  traffic,  it  has  many  cars  lying  idle  at  certain  other  portions 
of  the  year.  There  is  need  of  national  mobility  in  the  whole  trans- 
portation of  refrigerated  products.  The  present  shortage  is,  in  fact^ 
one  of  the  contributing  costs  to  marketing  perishables  all  through 
the  country. 

At  that  time  we  recommended  several  times  that  the  refrigerator 
cars,  especially,  ought  to  be  put  into  some  kind  of  combined  opera- 
tion, similar  to  the  Pullman  cars,  in  the  interest  both  of  the  railway 
companies  and  of  the  public.  I  doubt  whether  that  applies  to  all 
other  classes  of  cars,  however,  because  they  do  not  require  the  sup- 
plementary services  needed  by  refrigeration. 

The  Chairman.  The  railroads  now,  acting  through  their  executive 
committees,  are  directing  the  movement  of  their  cars  throughout  the 
country  so  as  to  utilize  them  in  the  best  possible  manner.  As  you 
suggest,  the  aftermath  of  the  war  has  left  them  in  great  difficulty^ 
because  they  have  not  expanded  their  facilities  as  the  needs  of  the 
country  have  required. 

Mr.  H()o\'ER.  The  railways  are  probably  short  half  a  million  cars,^ 
and,  with  our  car-building  capacity,  it  will  take  some  years  to  over- 
take that  shortage  and  at  the  same  time  maintain  the  annual  incre- 
ment and  wastage. 

The  Chairman.  You  referred  a  moment  ago  to  the  fact  that  trans- 
portation and  building  construction  were  two  great  problems  that 
the  country  has  to  face  now.  AVould  you  think  it  advisable  to  give 
priority  for  the  transportation  of  building  materials  to  food  and 
rueU  under  the  circumstances  ? 

Mr.  Hoover.  Well,  I  have  serious  doubt  as  to  whether  or  not  any 
scheme  of  priorities  in  transportation  does  not  create  so  many  diffi- 
culties in  the  actual  operation  of  the  railroads  as  to  lower  their  total 
efficiency  to  a  point  that  does  not  warrant  it.  The  experiences  we 
had  with  priorities  during  the  war  were  such  as  I  do  not  think  any- 
one would  want  to  return  to  them,  except  in  a  time  of  positive  des- 
peration. Our  railway  transportation  is  totally  inadequate,  and  we 
need  to  consider  the  transportation  of  the  country  as  a  problem  on 
the  whole,  not  only  rail  but  water  as  well.  One  problem  that  New 
York  State  has  is  to  secure  the  great  relief  that  would  be  afforded 
by  a  more  rapid  completion  of  the  Erie  Canal.  That  canal  is  only 
handling  about  a  million  tons  of  freight  per  annum  now,  or  some- 
where thereabouts.  It  should  handle  10,000,(M)0  tons.  One  of  the 
prime  difficulties  in  our  transportation  situation  is  the  congestion  at 
the  Allegheny  gateways.  The  Erie  Canal  is  a  direct  relief  to  that 
neck  of  the  bottle,  and  would  be,  if  it  were  put  into  adequate  opera- 
tion, a  very  great  benefit  to  the  whole  building  situation  in  New 
York,  as  it  would  open  up  the  Great  Lakes  for  direct  contact  with 
the  city. 

The  Chairman.  I  am  verj^  glad  that  you  said  that,  Mr.  Hoover^ 
because  we  have  made  some  study  of  that  subject  here  in  this  com- 
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mittee,  and  we  find  that  to-day  there  is  less  freight  going  through 
that  canal  than  there  was  in  the  mule-drawn  days  30  or  40  years  ago. 
Xew  York  State  has  spent  over  $130,000,000  of  the  people's  money, 
and  we  have  a  great  waterway,  free  to  everybody  who  wants  to  use 
it,  with  locks  and  everything  else,  and  still  our  business  men  have 
not  attempted  to  utilize  it  to  any  great  extent. 

Mr.  Hof>\'ER.  The  difficulty  has  been  that  the  canal  was  designed 
for  121-  feet,  and  it  has  not  reached  that  depth  throughout  its  length. 
For  economical  power  transportation  on  the  canal  we  require  fully 
that  depth.  In  any  event,  people  are  not  going  to  build  barges  that 
are  designed  for  8^.  feet  of  depth,  when  they  have  a  prospect  of  12 
feet  in  front  of  them ;  they  are  holding  off  in  their  construction  of 
barges  pending  assurance  of  the  completion  of  the  canal. 

The  Chairman.  I  was  under  the  impression  they  had  completed 
it  to  12  feet  depth. 

Mr.  Meyer.  There  are  several  points  where  they  have  not  reached 
that  depth. 

Mr.  Hoo\TR.  There  are  some  humps  in  the  canal,  I  am  told,  that 
are  not  as  yet  excavated. 

The  Chairman.  The  Railroad  Administration  built  some  vessels 
and  operated  them  on  the  canal  during  the  last  few  months  of  the 
control  of  transportation,  but  when  the  railroads  were  given  back  to 
their  owners  for  operation  the  operation  of  that  canal  was  given  over 
to  the  War  Department.  Our  local  interests  here  wanted  to  get  rid 
of  the  War  Department  as  operator  of  the  canal,  but  they  wanted  to 
keep  the  barges  that  the  War  Department  owned  until  some  other 
people  could  provide  facilities,  but  I  agree  with  you  that  there  is  a 
great  opportunity  for  the  advancement  of  Xew  York  and  of  the 
whole  country  in  that  way  by  relieving  the  railroad  transportation 
situation. 

Mr.  Hoover.  That  whole  canal  question  is  of  enormous  importance, 
in  view  of  the  increase  in  the  railroad  rates.  These  increases  mean  a 
definite  increase  in  the  cost  of  food  in  New  York,  as  well  as  raw  mate- 
rials, if  the  canal  can  not  be  gotten  quickly  into  operation  and  on  a 
large  scale.  The  canal  needs  terminal  facilities  as  well  as  the  com- 
pletion to  its  depth ;  and,  of  course,  one  of  the  perennial  problems  of 
New  York  City  is  the  lack  of  terminals  for  its  lood  distribution. 

The  Chairman.  New  York  City,  somehow  or  other,  has  not  awak- 
ened to  the  fact  that  unless  something  is  done  about  terminal  facili- 
ties very  soon  it  will  lose  the  advantage  of  the  great  volum^  of  busi- 
ness coming  into  this  port. 

Mr.  Hoo\t:r.  Of  course,  one  effect  of  this  congestion  of  traffic 
around  the  Allegheny  gateways  is  to  drive  a  great  many  industries 
away  from  the  Atlantic  seaboard  to  points  inland;  and  New  York 
has  a  very  vital  interest  in  securing  the  early  operation  of  the  canal 
in  an  efficient  way  for  that  reason  alone. 

The  Chairman.  Mr.  Hoover,  may  I  revert  again  to  the  housing 
shortage,  and  ask  you  just  what  you  think  the  value  of  legislation 
on  this  subject  would  be  i  At  Albany,  now,  they  are  considering  this 
whole  problem.  It  has  been  proposed  that  we  exempt  from  the  State 
income  tax  the  income  from  mortgages  on  real  estate.  That,  of 
course,  would  not  amount  to  very  much — our  income  tax  is  2  per 
cent — but  it  would  mean  a  great  deal  if  the  Federal  Ciovernment,  fol- 
lowing the  example  of  the  §tate,  would  relieve  from  all  Federal  taxa- 
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tion  the  income  on  real  estate  mortgages.     What  would  you  think 
of  legislation  of  that  character? 

Mr.  Hoover.  I  have  not  ffiven  the  subject  sufficient  thought  to  make 
a  full  answer.  My  first  thought  is  an  objection  to  any  relief  from 
the  income  taxes  at  all.  I  believe  it  is  one  of  the  most  just  and  effi- 
cient methods  of  taxation;  and  I  would  even  go  so  far  as  to  try  to 
devise  methods  to  overcome  the  handicap  of  these  tax-exempt  securi- 
ties on  the  present  income-tax  exemption  lists.  I  would  hate  to  see 
a  departure  from  the  income  tax  as  a  national  basis  of  taxation. 

The  Chairman.  Then,  you  would  not  favor  exemptions  of  any 
character?    You  would  not  favor  the  extension  of  exemptions? 

Mr.  Hoover.  I  am  not  sure  how  far  one  does  not  want  to  make  use 
of  methods  of  that  character,  to  meet  a  purely  temporary  emer- 
gency ;  and  I  would  hesitate  to  speak  on  it  without  more  thought. 

The  Chairman.  It  is  a  subject  that  one  would  wish  to  study  care- 
fuUv  before  passing  an  opinion  on  it. 

Mr.  Hoover.  Yes. 

The  Chairman.  I  quite  agree  that  it  is  unwise  to  specifically 
exempt  any  particular  line  of  business  or  any  financial  investments, 
and  I  would  only  agree  to  exemption  for  housing  if  there  were  a 
very  great  emergency.  Just  now,  of  course,  there  is  no  mortgage 
money  at  all,  either  here  or  in  any  of  the  other  large  cities^  except 
that  which  comes  through  the  savings  banks  and  the  buildmg  and 
loan  associations.  Men  of  large  income  are  taking  their  money  out 
of  mortgages,  because  with  these  heavy  income  taxes,  they  only  net 
1  or  2  per  cent  upon  their  investments  in  securities  of  that  character. 

Mr.  Hoover.  I  would  rather  see  something  on  the  order  of  the 
farm-loan  bank  extended  to  home  builders  than  to  begin  to  infringe 
on  the  income-tax  system. 

The  Chairman.  I  have  introduced  a  bill  that  provides  for  the 
establishment  of  a  home-loan  banking  system  somewhat  in  line  with 
the  farm-loan  system ;  but  there,  again,  in  order  to  make  the  bonds 
of  the  home-loan  system  salable  you  would  have  to  exempt  those 
bonds  from  taxation;  and  the  argument  is  advanced  that  the  rich 
man  takes  advantage  of  that  by  investing  in  those  securities,  and 
thereby  escapes  taxation  again. 

Mr.  Hoo\"er.  I  think  probably  the  American  people  are  ingenious 
enough  to  overcome  that  tendency  of  the  richer  people  to  invest  in 
tax-exempt  securities  and  still  protect  the  small  investor.  I  do  not 
believe  wq  need  to  give  up  on  that  problem,  and  I  think  we  ought  to 
go  at  it  and  find  methods  for  indirect  recovery  of  exemptions. 

The  Chairman.  Perhaps  a  modification  of  our  whole  taxing  sys- 
tem would  attract  to  mortgage  investment  sufficient  means  to  take 
care  of  that  situation.  If  we  should  dispose  of  these  heavy  surtaxes 
and  devise  some  other  means  for  raising  money  for  the  support  of 
the  Government  without  relieving  any  specific  investment 

Mr.  Hoover  (interposing).  Of  course,  the  advantage  of  a  struc- 
ture something  along  the  line  of  the  farm-loan  bank  is  that  it  opens 
to  the  smaller  investor  an  avenue  of  mortgage  investment,  whereas 
under  the  present  system  he  has  little  opportunity  of  contact  with 
that  form  of  investment.  There  is  no  distribution  of  risk  and  there 
is  no  assurance  of  return.  A  great  deal  of  the  difficulty  of  securing 
that  form  of  investment  on  a  large  scale  is  experienced  except  through 
the  savings  banks. 
Mr.  Meyer.  And  the  building  and  loan  associations? 
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Mr.  Hoover.  Yes. 

Mr.  Meyer.  Would  not  an  attempt  to  establish  such  an  institution 
meet  with  objection  on  the  part  of  tne  buildingand  loan  associations, 
iust  as  the  proposition  for  tne  extension  of  the  Postal  Savings  System 
has  met  with  objection  from  the  savings  institutions  ? 

Mr.  Hoover.  I  am  not  sure,  and  it  would  require  a  good  deal  of 
study;  but  it  is  perfectly  possible  to  make  such  an  institution  as  men- 
tioned even  contribute  to  the  strength  of  the  building  and  loan 
associations. 

The  Chairman.  I  recognize  that. 

Mr.  Hoover.  In  other  words,  the  building  and  loan  societies  them- 
selves might  be  able  to  take  advantage  of  such  a  system  as  that  with 
good  results. 

The  Chairman.  The  bill  now  pending  in  the  Senate  takes  into  con- 
sideration the  building  and  loan  association  in  forming  the  home  loan 
banking  system,  in  line  with  your  suggestion. 

There  is  a  bill  pending  at  Albany  which  may  be  effective.  This 
bill,  if  enacted,  would  give  to  the  local  city  authorities  in  the  State 
a  right  to  exempt  from  local  taxation,  for  a  period  of  10  years,  new 
buildings  erected  exclusively  for  dwelling  purposes.  A  subsidy,  of 
course,  but  if  there  is  a  real  emergency  to  be  met  that  is  one  way  of 
giving  it.  In  England  to-day,  I  am  told — and  perhaps  you  know 
about  it,  because  you  have  studied  the  problems  there  more  than  I 
have — the  Government  will  meet  one-third  of  the  cost  of  all  new 
construction,  if  the  people  will  only  go  out  and  build  houses. 

Mr.  Hoover.  Yes;  they  have  gone  further  in  that  direction  than 
I  think  is  economically  sound;  but  there  is  no  question  that  some- 
thing needs  to  be  done  to  cover  this  emergency.  However,  I  would 
not  want  to  pass  on  the  measures,  because  I  have  not  given  it  any 
particular  study.  I  am  glad  to  see  that  the  legislature  is  confronting 
the  issue. 

The  Chairman.  When  we  passed  the  shipping  bill  recently  we  had 
a  provision  in  that  bill,  which  was  quite  a  aeparture  in  congressional 
action,  in  which  we  exempted  from  the  excess-profits  tax  all  income 
derived  by  American  ships  in  the  foreign  trade,  provided  the  profits 
exempted  from  the  excess-profits  taxes  were  invested  in  the  building 
of  new  ships,  always  provided  also  that  in  the  building  of  the  new 
ships  one-half  of  the  capital  should  be  new  capital.  Now,  we  might 
say  to  the  builder,  in  order  to  stimulate  building,  "Go  ahead  and 
build  houses,  and  we  will  not  charge  you  any  taxes  on  the  money 
that  you  make  if  you  will  reinvest  it  in  new  houses,"  and  limit  that 
to  five  years. 

Mr.  HoovfeR.  I  should  imagine  that  the  preference  would  go  by  the 
board  with  the  abolition  of  the  excess-profits  tax.«  It  seems  to  me 
that  the  whole  country  is  demanding  tnat.  I  would  like  to  see  a 
national  commission  called  to  consider  this  whole  housing  question. 
It  is  just  as  acute  elsewhere  as  it  is  in  New  York,  and  if  each  city 
attempts  to  solve  it  by  methods  of  its  own,  there  may  be  created  a 
competition  between  cities,  due  to  a  shortage  of  material  or  a  short- 
age of  labor,  that  will  defeat  their  objects.  In  other  words,  I  do  not 
believe  that  the  problem  can  be  handled  solely  by  one  city. 

The  Chairman.  That  is  true ;  and  this  committee  has  had  hearings 
in  Baltimore,  Philadelphia,  Boston,  and  in  this  city,  and  will  in  the 
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course  of  two  or  three  weeks  hold  hearings  in  some  of  the  western 
cities.  We  have  had,  as  the  result  of  our  inquiry  into  this  subject 
in  the  past  two  months,  committees  organized  in  several  large  cen- 
ters, of  men  interested  in  the  building-material  situation  and  in 
building  construction,  and  they  are  cooperating  with  the  representa- 
tives of  the  railroads.  For  instance,  here  in  ^ew  York  we  have  a 
committee,  and  we  are  dealing  with  Mr.  Truesdale,  who  represents 
the  railroad  executives,  and  in  Boston  it  is  some  one  else,  and  in 
Baltimore  some  one  else,  and  in  Chicago,  Seattle,  and  San  Francisco 
the  same;  and  we  are  doing  a  great  deal  to  get  building  materials 
through,  and  we  believe  that  is  helping  a  great  deal. 

Mr.  Hoover.  That  is  constructive. 

The  Chairman.  It  is  really  a  great  national  question,  to  be  dealt 
with  as  such. 

Mr.  Miller.  Mr.  Hoover,  had  we,  by  directing  credit,  placed 
capital,  in  cars  and  rail  and  dock  facilities — for  instance,  at  Hamp- 
ton Roads  during  the  past  two  years — we  might  to-day  be  exporting 
coal  and  supplying  the  great  needs  of  Europe  at  moderate  rates,  and 
that  without  handicapping  our  industries  in  this  country  or  handi- 
capping our  construction  program  as  it  has  been  handicapped  during 
the  months  of  Jime,  July,  and  August  of  this  year  through  priority 
orders  issued  by  the  Interstate  Commerce  Commission,  giving  prefer- 
ence to  the  shipment  of  coal  and  decreeing  that  certain  equipment 
shall  be  used  exclusively  for  coal -carrying  purposes.  Instead  of 
using  our  capital  for  constructive  purposes  during  the  past  two  years, 
we  have*  used  it  for  producing  goods  that  have  been  consumed  and 
which  have  now  passed  away ;  and  to-day  we  are  selling  coal  to  Euro- 
pean countries  at  prices  which  they  regard  as  very  high,  and  we  are 
paying  very  high  prices  here,  while  our  industries  are  being  tied  up 
not  only  by  the  want  of  coal  but  by  difficulties  in  getting  transpor- 
tation. 

Have  you  any  other  suggestion  than  the  extension  of  the  Postal 
Savings  System  in  mind,  as  to  how  capital  might  be  directed  into 
plant  development? 

Mr.  Hoover.  Frankly,  I  have  not.  The  drawing  of  capital  into 
plant  investment  or  the  creation  of  capital  for  plant  investment,  to 
put  it  in  another  way,  is  purely  a  question  of  savings.  The  Postal 
Savings  System  is  only  one  item  that  might  help  in  that ;  but,  funda- 
mentally, since  the  armistice  we  have  been  in  an  orgy  of  useless 
expenditures. 

We  have  used  our  producing  capacity  in  the  production  of  mate- 
rials that  contributed  to  a  considerable  degree  to  luxury,  and  we  have 
not  only  consumed  our  savings,  but  we  have  built  a  lot  of  producing 
capacity  for  things  that  are  not  vital.  That  has  been  one  of  the 
results  of  the  war — one  of  the  worst  results.  There  has  been  a  change 
in  that  regard  in  the  country  latterly,  I  am  convinced.  I  believe  if 
we  had  had  a  series  of  recoustrivction  programs  well  developed  and 
arranged  in  each  direction  we  might  have  forefended  some  of  these 
things ;  but  as  things  stand,  we  can  not  look  back ;  we  have  got  to  look 
ahead. 

The  Chairman.  The  country  has  done  very  little  in  the  way  of 
drawing  the  attention  of  the  people — the  (lovernment  at  Washington 
is  perhaps  to  blame — but  we  have  done  very  little  to  draw  the  atten- 
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tion  of  the  people  of  the  country  to  these  things,  while  Europe  has 
made  some  progress  along  that  line  ? 

Mr.  Hoover,  i  do  not  l&lieve  they  have  done  much  better  than  we 
have  in  that  respect.  One  of  the  reflexes  of  the  war  was  the  relaxation 
from  great  endeavor  and  from  great  saving  all  over  the  world,  and 
there  has  been  pretty  generally  an  orgy  of  spending.  It  has  been  one 
of  the  things  that  has  defeated  reconstruction.  I  can  only  put  it  down 
as  one  of  the  penalties  that  we  pay  for  war,  as  a  whole. 

Mr.  Miller.  It  is  not  too  late,  perhaps,  now  to  lay  down  such  a 
program  of  reconstruction,  is  it  ? 

Mr.  Hoover.  It  is  one  of  the  things  that  we  need  more  than  any- 
thing else — a  definite  program  or  reconstruction,  covering  not  only 
matters  of  finance  but  matters  of  labor.  The  whole  industrial  prob- 
lem is  as  yet  untouched — the  industrial  relationship.  We  also  have 
great  problems  of  transportation  and  great  problems  of  housing, 
which  you  have  been  discussing,  and  problems  of  agriculture,  all  of 
which  demand  some  definite  national  program  rounded  out  and  in- 
terrelated with  each  other. 

Mr.  Miller.  In  their  essentials,  would  not  those  programs  involve 
the  "allocation"  of  capital  and  labor  to  the  things  that  are  most 
necessary 

Mr.  Meyer  (interposing).  *' Direction,"  perhaps  vou  mean? 

Mr.  Miller.  Yes:  I  should  have  said  " direction.? 

Mr.  Hoover.  I  believe  that  we  should  have  such  programs,  and  if 
we  had  definite  construction  policies,  such  agencies  as  th^.  Federal 
reserve  bank,  in  the  influence  that  it  has  over  the  direction  m  which 
capital  flows,  could  have  had  a  great  deal  more  influence  toward 
those  directions  than  they  have  to-day.  If  we  had  such  a  program 
set  before  us  to-day,  the  Federal  reserve  and  the  banks  would  no 
doubt  be  greatly  guided  by  it  in  the  practical  application  of  capital ; 
in  other  words,  in  the  allocation  of  capital  to  necessary  as  against 
nonessential  activities. 

Mr.  Meyer.  Is  it  not  true  that  during  the  war  the  people  of  this 
and  other  countries  were  compelled  to  submit  to  an  unusual  degree 
of  governmental  control,  as  they  called  it,  in  directions  where  they 
had  never  experienced  it  before,  and  that  there  was  a  great  reaction 
after  the  armistice  to  get  free  from  all  sorts  of  governmental  control  ? 
And  is  it  not  true  that  while  it  would  have  been  advisable  for  the 
Government  to  have  entered  upon  a  reconstruction  program  which 
would  have  implied  a  certain  continuance  of  governmental  regulation 
in  a  limited  way  and  in  certain  directions,  the  people  of  the  country, 
in  the  psychology  of  getting  away  from  governmental  control,  were 
not  really  in  a  frame  of  mind  to  back  up  such  a  program  ?  It  appears 
that  some  of  these  matters  are  of  such  universal  popular  interest  that 
only  the  Government  can  carry  out  the  programs  of  reconstruction 
in  a  comprehensive  wav  as  quickly  as  is  necessary,  and  that  we  will 
have  to  return  a  little  Ibit  to  the  idea  of  Government  direction  over 
some  of  the  things  where  until  the  war  we  have  never  had  it  before 
and  where  the  people  have  rejected  it  since  the  armistice. 

Mr.  Hoo\'er.  I  am  not  at  all  certain  that  a  series  of  reconstruction 
programs  necessarily  involves  a  return  to  the  form  of  control  that  we 
had  during  the  war.  My  own  belief  is  that  if  we  knew  where  we 
QUght   to  go  then   moral  pressure,  the  action   of  local   communi- 
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ties,  the  policies  of  our  industries,  the  action  of  our. banking  system 
as  a  whole,  could  meet  such  a  definite  program  before  it,  have 
brought  about  a  large  part  of  the  results  that  were  desired.  I  believe 
these  forces  could  bring  them  about  in  the  future  without  the  intro- 
duction of  such  control  measures  that  were  resorted  to  during  .the 
war. 

Mr.  Meyer.  I  did  not  mean  "  control "  in  the  full  sense  of  the 
word,  but  I  meant  central  direction.  As  a  matter  of  fact,  in  your 
own  Food  Administration  you  did  not  control  except  in  the  way  that 
you  are  now  describing,  and  which  vou  now  think  would  be  suitable 
for  the  reconstruction  program,  it  it  had  the  cooperation  of  the 
people  and  'the  industries,  with  direction  from  a  central  point  ? 

Mr.  Hoover.  Yes;  and  that  is  why  I  continued  to  insist  that  we 
need  a  definite,  well-rounded  program,  and  I  believe  that  our  people 
will  work  to  a  program,  if  it  is  once  enunciated.  Its  enforcement  only 
need  be  educational,  together  with  the  indirect  pressure  that  can  l>e 
brought  to  bear  upon  it,  without  the  imposition  of  that  degree  of 
governmental  restriction  that  we  had  during  the  war. 

Mr.  Miller.  As  an  illustration  of  the  need  of  direction,  one  of  the 
newspaper  men  has  drawn  our  attention  to  the  fact  that  44  per  cent 
of  the  number  of  the  national-bank  deposits  in  New  York  State  are 
time  deposits. 

Mr.  Meyer.  Time  deposits  ? 

Mr.  Miller.  Yes;  time  deposits.  And  that  they  are  being  drawn 
into  commercial  uses  by  the  extra  compensation  that  commercial  uses 
offer.  Now,  if  proper  direction  were  given,  that  long-term  money 
might  go  to  its  proper  place — to  long-term  investment  ? 

Mr.  Hoover.  Yes;  long-term  money  fundamentally  should  go  to 
investment  in  plant  and  equipment. 

Mr.  Miller.  Yes.  It  has  been  said  that  $2,000,000,000  of  savings 
are  in  the  savings  departments  of  national  banks  and  on  long-term 
deposit  and  yet  are  being  used  for  shore-term  purposes,  and  some 
argue  that  this  is  in  violation  of  the  A,  B,  C  of  sound  banking. 

Mr.  Hoover.  I  think  it  fundamentally  is.  At  the  same  time  we  have 
imposed  upon  the  banks  the  necessity  of  carrying  some  two  or  three 
billions  of  fixed  securities  from  the  Government.  On  the  other  hand, 
we  must  march  step  by  step  on  both  sides  to  return  the  banking  sys- 
tem to  its  real  functions  of  commercial  banking. 

Mr.  Meyer.  Which  gets  back  to  saving? 

Mr.  Hoover.  Yes. 

Mr.  Meyer.  I  estimate  that  the  banks  own  and  have  loans  on  Gov- 
ernment securities — there  are  no  exact  figures  obtainable,  but  it  would 
appear  that  it  is  between  three  and  a  half  and  four  thousand  million 
dollars. 

The  Chairman.  Mr.  Hoover,  the  committee  wishes  to  thank  you 
very  much  for  coming  here,  and  I  would  like  to  say  to  you  that  this 
committee  has  very  wide  power  in  the  scope  of  its  inquiry  into  all 
matters  of  thrift  and  reconstruction,  and  that  I  contemplate  being 
able  to  ffive  quite  some  time  to  going  into  these  important  questions. 
I  would  be  very  much  pleased  if  you  would  communicate  to  the  com- 
mittee suggestionfe  as  to  inquiries  which  would  be  helpful  in  develop- 
ing some  of  your  ideas. 

Mr.  Hoov^er.  I  would  be  very  glad  to  be  of  any  service  that  I  can. 

The  Chairman.  Thank  you. 
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Mr.  Hoover.  I  should  think  that  if  your  powers  of  inquiry  are 
wide  enough  it  would  be  well  to  extend  your  inquiry  to  the  question 
of  the  reconstruction  of  the  departments  in  the  Federal  Govern- 
ment. That  is  one  of  the  most  immediate  problems.  We  have  the 
most  antiquated  organization  and  administration  in  Government 
that  we  have  in  any  kind  of  activity  in  the  United  States — and  that 
is  not  a  credit  to  our  skill  and  intelligence. 

The  Chairman.  I  shall  carefully  examine  the  resolution  authoriz- 
ing the  committee  to  see  if  we  can  go  into  that.  I  thank  you  for  the 
suggestion. 

Mr.  Hoo\iER.  There  is  a  tremendous  saving  possible  there,  and  the 
situation  is  the  result  of  a  hundred  years  of  accumulation  of  poor 
administrative  organism. 

The  Chairman.  I  have  been  in  Washington  16  years,  and  I  quite 
agree  with  you. 

Mr.  Hoover.  And  it  is  pertinent  now  because  during  the  war  we 
experienced  in  a  most  vivid  manner  its  terrible  weaknesses,  and  we 
know  now  what  those  weaknesses  are,  perhaps,  better  than  ever 
before. 

The  Chair3ian.  The  Chair  wishes  to  announce  that  Mr.  Clarkson 
Potter,  a  member  of  the  firm  of  W.  R,  Compton  &  Co.,  investment 
bankers,  of  St.  Louis  and  New  York,  will  appear  here  to-morrow  at 
half  past  10  in  connection  with  the  postal-savings  bank  extension. 

On  Monday  next  Mr.  Ingals  Kimball,  of  the  American  Bankers' 
Association,  who  has  criticized  Mr.  Meyer's  suggestion  for  the  exten- 
sion of  the  Postal  Savings  System,  will  also  be  here  as  a  witness. 

The  committee  will  now  stand  adjourned  until  to-morrow  morning 
at  half  past  10. 

(Whereupon,  at  11.20  o'clock  a.  m.,  the  committee  adjourned  until 
Fnday,  September  24,  1920,  to  meet  again  in  the  same  place  at  10.30 
o'clock  a.  m.) 
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FBIDAY,  SEPTEMBEB  24,  1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Producttion, 

New  York  City, 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  sixteenth  floor.  Engineering  Societies  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m. 

Present:  Senator  Calder  (chairman);  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

STATEMENT  OF  ME.  CLABESON  POTTEE  (OF  WILLIAM  B.  COMP- 
TON  &  CO.,  14  WALL  STBEET,  NEW  YOEK  CITY;  ALSO  CHAIB- 
MAN  OF  OOVEBNMENT  BOND  COMMITTEE  OF  INVESTMENT 
BANKEBS'  ASSOCIATION  OF  AMEBICA). 

Mr.  Meyer.  Mr.  Chairman,  not  only  is  Mr.  Potter  an  investment 
banker  of  experience  and  standing,  but  he  had  an  unusual  opportunity 
to  consider  matters  involved  in  Government  finance  and  the  thrift 
problem  in  his  capacity  as  assistant  to  the  director  of  the  war  loan 
organization  of  the  Treasury — for  how  many  months — how  long  a 
period^r.  Potter? 

Mr.  Potter.  A  little  over  a  year. 

Mr.  Meter.  From  what  time? 

Mr.  Potter.  From  December,  1917  until  June,  1919;  about  a  year 
and  a  half. 

Mr.  Meyer.  So  that  you  were  in  the  Treasury  during  the  period 

Mr.  Potter  (interposing).  All  but  the  first  loan. 

Mr.  Meyer.  But  during  the  second,  third,  and  fourth  Liberty 
loans? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  the  Victory  loan? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  the  war  savings  stamp  campaign? 

Mr.  Potter.  Oh,  ves. 

Mr.  Meyer.  Mr.  l^otter,  in  addition  to  being  a  practical  banker,  is 
a  student  of  economics  and  financial  matters  in  a  very  broad  way, 
and  I  thought  that  he  could  give  us  some  very  interesting  informa- 
tion and  valuable  opinions  on  the  subject  of  the  Postal  Savings  Sys- 
tem and  the  possibilities  of  its  expansion,  and  he  has  been  good 
enough  to  come  here. 

The  Chairman.  Mr.  Potter. 

Mr.  Potter.  Senator,  as  I  was  saying  a  moment  ago  to  a  gentle- 
man with  whom  I  was  discussing  this,  I  think  that  this  whole  ques- 
tion is  one  which  either  you  are  for  it  or  you  are  against  it ;  and  if 
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you  are  for  it,  and  I-  think  the  main  arguments  that  most  people 
would  advance  are  quite  similar,  and  perhaps  most  of  my  arguments 
in  favor  of  this  plan — for  I  am  heartily  in  favor  of  it — have  already 
been  dwelt  upon  before  bv  people  who  perhaps  know  a  good  deal 
more  about  it  than  I  do ;  but,  if  you  will  permit  me,  I  will  present 
some  of  the  conclusions  at  which  I  have  arrived. 

The  Chairman.  Yes ;  proceed. 

Mr.  Potter.  I  have  read  with  much  interest  the  newspaper  ac- 
counts of  statements  by  Mr.  Eugene  Meyer,  jr.,  to  Senator  Calder^ 
chairman  of  the  Senate  Special  Committee  on  Reconstruction  and 
Production,  recommending  that  the  rate  of  interest  on  postal  savings 
deposits  be  increased  from  2  per  cent  to  4  per  cent  and  that  the  num- 
ber of  postal  savings  depositories  be  increased  to  the  greatest  possi- 
ble extent.  Because  of  the  possible  effect  of  such  a  program  upon 
the  financial  situation,  all  Government  and  other  securities,  prob- 
lems of  new  financing,  both  governmental  and  private,  and  the  neces- 
sity of  encouraging  thrift  among  all  the  people,  etc.,  I  feel  particu- 
larly interested  in  what  Mr.  Meyer  has  said.  , 

I  am  not  prepared  to  say  definitely  what  the  increased  rate  of 
interest  should  be.  Only  careful  consideration  of  this  question  will 
make  it  possible  to  fix  a  rate  at  a  point  where  the  result  sought  to  be 
accomplished  will  be  attained  ana  at  the  same  time  not  disturb  the 
present  deposits  in  our  great  savings  institutions.  It  should  be 
perfectly  clear  to  everyone  that  the  Ignited  States  is  very  undeveloped 
as  to  the  percentage  of  savings  depositors  in  comparison  with  other 
countries,  and  there  seems  to  be  no  reason  why  the  number  of  such 
depositors  in  this  country  can  not  be  so  largely  increased  as  to  gradu- 
ally equal  or  excel  the  proportion  in  even  the  most  highly  developed 
foreign  countries. 

The  United  States  Government  has  outstanding  at  the  present 
time  some  $8,000,000,000  of  relatively  short-term  paper,  consisting  of 
approximately  $2,500,000,000  Treasury  certificates  maturing  in  not 
more  than  one  year's  time,  about  $1,000,000,000  maturity  value  war- 
savings  certificates  maturing  January  1,  1923,  and  approximately 
$4^00,000,000  Victory  notes  maturing  June  15, 1922. 

The  first  and  most  immediate  problem  is  how  best  to  reduce  or  ex- 
tinguish the  indebtedness  represented  by  the  Treasury  certificates, 
and  next  to  consider  ways  and  means  of  retiring  at  or  before  maturity 
as  much  of  the  Victory  loan  as  possible. 

It  is  impossible  to  state  with  any  reasonable  degree  of  accuracy 
the  amount  of  increased  savings  deposits  which  would  come  as  a  re- 
sult of  an  increase  in  the  rate  of  interest  on  postal  savings  deposits, 
but  I  feel  convinced  that  the  increase  would  be  very  material,  and 
to  the  extent  that  there  was  any  increase  at  all  to  just  that  extent 
the  floating  debt  and  later  the  short-term  debt  of  the  United  States 
Government  could  be  taken  care  of.  Retirement  of  this  indebted- 
ness would  do  more  to  relieve  the  banking  institutions  of  a  burden 
which  they  have  been  carrying  for  many  months  and  to  stimulate 
the  investment  market  than  any  one  thing  that  I  can  conceive. 

Mr.  Meyer  has  stated  that  it  might  be  possible  to  reduce  the  cost 
of  financing  an  average  of  1  per  cent  per  annum  or  more,  and  as  an 
illustration  of  what  this  reduction  would  mean  in  the  cost  to  States^ 
cities,  and  other  municipalities  in  the  United  States — even  though 
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such  financing  is  a  very  small  per  cent  of  the  total  financing  done — 
the  attached  statistics  prepared  by  the  Bond  Buyer,  a  publication 
in  New  York  specializing  in  matters  relating  to  the  issuance  of 
municipal  bonds,  will  furnish  some  interesting  figures  concerning 
the  output  of  issues  of  domestic  State  and  municipal  bonds  (ex- 
cluding those  maturing  within  less  than  one  year  issued  general  in 
anticipation  of  taxes)  for  the  period  July  1,  1919,  to  June  30,  1920, 
inclusive. 

Sales  by  months  were  as  follows : 


1919 : 

July $75,649,360 

August 60, 166,  281 

September 72, 787, 676 

October 117,284.139 

November 45, 833, 309 

December 89, 586,  091 


1920: 

January $86, 812, 881 

February 15, 604, 983 

March 68, 854, 338 

April 62, 733, 686 

May 44,364,031 

June 55, 213, 124 


Total 794,889,849 

The  average  maturity  of  issues  reported  by  the  Bond  Buyer  for 
the  month  of  July,  1919,  was  15.39  years,  whereas  the  average  net 
income  basis  was  4.91  per  cent.  The  average  maturity  of  issues 
reported  during  June,  1920,  was  11.88  years,  whereas  the  average 
net  income  basis  was  5.52  per  cent. 

Upon  the  basis  of  future  output  of  municipal  issues  at  a  similar 
volume  and  assuming  the  average  maturity  of  such  issues  to  be  not 
less  than  13.63  years — the  approximate  average  maturity  of  all  issues 
sold  during  the  period  July,  1919,  to  June,  1920,  inclusive— and  that 
conditions  make  it  necessary  for  future  issues  to  be  sold  on  a  net  in- 
come basis  of  at  least  5.52  per  cent,  the  increased  cost  of  such  financ- 
ing as  compared  with  the  cost  in  the  month  of  July,  1919,  would  be 
something  over  $66,000,000,  all  of  which  additional  cost  would  be 
saved  if  it  were  possible  to  reduce  the  average  cost  of  4.91  per  cent. 

While  I  have  not  information  available  to  show  the  cost  of  muni- 
cipal financing  since  Jime,  1920, 1  feel  very  positive,  based  upon  ex- 
periences in  my  own  business,  that  such  costs  have  steadily  increased 
rather  than  diminished. 

Mr.  Meyer  estimates  that  hoarded  currency  to  a  minimum  of 
$250,000,000  would  return  to  circulation  and  that  some  $200,000,000 
per  annum  would  be  saved  by  deposits  on  the  part  of  ignorant  people 
who  in  the  past  five  years  nave  been  tempted  to  place  their  hard- 
earned  savings  in  the  hands  of  swindling  promoters.  In  this  con- 
nection it  is  interesting  to  note  that  the  Capital  Issues  Committee, 
after  a  very  careful  study  of  the  situation,  estimated  that  the  mini- 
mum loss  by  reason  of  wildcat  schemes  and  fraudulent  enterprises 
was  at  least  $5,000,000,000  per  annum.  It  therefore  seems  reasonable 
to  estimate  a  saving  of  at  least  some  $200,000,000  of  this  loss. 

One  of  the  most  important  features  of  such  a  plan  is  undoubtedly 
the  encouragement  of  the  habit  of  thrift.  Such  a  habit,  acquired  as 
a  result  of  the  deposit  of  funds  in  postal  savings  banks,  would  un- 
doubtedly tend  to  create  new  investors  in  other  forms  of  high-grade 
securities  and  furnish  a  brand  new  crop  of  buyers  of  Government 
bonds,  war  savings  certificates,  and  other  higher-grade  investments. 
With  reference  to  the  possibility  of  loss  of  deposits  by  our  present 
savings  institutions  by  reason  of  the  adoption  of  too  high  a  rate  of 
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interest  on  the  postal  savings  deposits,  I  feel  that  the  rate  on  such 
postal  savings  deposits  when  first  determined  should  not  necessarily 
be  constantly  maintained  but  should  be  governed  by  some  automatic 
barometer  such  as,  for  example,  the  average  rate  of  rediscount  of  the 
Federal  reserve  banks  over  a^  given  period  of  time  or  some  other 
clearly  determined  basis  for  measuring  a  fair  rate  of  interest  based 
upon  conditions  at  various  periods. 

As  a  member  of  the  War  Loan  Association  of  the  Treasury  De- 
partment in  Washington  during  most  of  the  Liberty  Loan  cam- 
paigns, I  noted  many  times  with  interest  expressions  from  savings 
and  other  banking  institutions  to  the  effect  that  a  rate  of  4  per  cent 
or  more  on  Liberty  bonds  or  War  Savings  Certificates,  coupled  with 
the  extensive  campaigns  of  distribution  which  were  put  behind  each 
issue,  would  operate  very  largely  to  reduce  the  savings  deposits 
throughout  the  country.  The  actual  result  was  quite  the  opposite. 
With  brief  exceptions  for  short  periods  of  time,  savings  deposits 
as  a  whole  increased  rapidly,  and  if  I  am  correct  have  continued 
to  do  so.  Such  increases  have  been  noted  despite  the  fact  that  until 
the  last  few  months  the  wage  earners  of  this  country  have  been  en- 
gaged in  the  most  prolific  campaign  of  personal  expenditure  that 
has  ever  been  witnessed,  but  which  apparently  is  now  drawing  to  a 
close  because  of  realization  on  the  part  of  the  wage  earner  that 
something  must  be  set  aside  for  the  rainy  day  and  that  the  period 
of  inflated  salaries  and  earnings  can  not  continue  forever.  It  can  be 
taken  for  granted  that  there  are  many  hundreds  of  thousands  of 
potential  savings  depositors  in  the  United  States  who  either  through 
Ignorance  or  lack  of  confidence  have  not,  and  will  not,  deposit  their 
hoarded  funds  in  savings  institutions  operated  under  private  man- 
agement. 

The  post  office  as  an  institution  is  more  generally  known  to  all 
than  almost  anv  branch'  of  the  Government,  and  therefore  it  would 
seem  entirely  reasonable  to  suppose  that  a  large  number  of  new 
dei)ositors  would  become  patrons  of  the  postal  savings  banks  and 
to  such  an  extent  repi*esent  an  entirely  new  fund  of  savings  deposits 
which  could  not  be  reached  in  any  other  manner.  Therefore,  taking 
it  for  granted  that  the  rate  of  interest  on  the  postal  savings  deposits 
is  fairly  fixed,  I  can  see  not  the  slightest  danger  of  any  competition 
between  the  two  systems,  but  rather  a  broader  campaign  of  educa- 
tion of  the  public  at  large  and  resultant  increase  in  deposits  in  both 
the  savings  banks  and  postal  savings  institutions  as  well. 

Under  the  circumstances  I  most  heartily  concur  in  the  plan  as 
suggested  by  Mr.  Meyer,  and  believe  that  most,  if  not  all,  of  the 
benefits  suggested  by  him  will  be  realized. 

Mr.  ^Ieyer.  You  agree  with  the  broad  proposition  that  nothing 
is  more  necessary  than  increased  savings,  for  the  benefit  of  the  whole 
country  and  the  business  thereof  and  the  people  ? 

Mr.  Potter.  Yes ;  I  think  there  can  be  no  argument  about  that 
at  all. 

Mr.  Meyer.  Do  you  know  of  any  agency  or  method  that  would  seem 
to  you  to  promise  as  quick  and  as  beneficial  results  as  the  employment 
of  the  post-office  banking  facilities  as  outlined? 

Mr.  Potter.  I  do  not,  Mr.  Meyer.  I  think  that  a  good  many 
things  have  been  tried  and  have  more  or  less  failed ;  and  I  believe 
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that   this   plan   has   more   possibility   of   success   than   any   other 
method — and  for  immediate  success. 

Mr.  Meyer.  Do  you  know  of  any  better  method,  so  far  as  concerns 
the  capacity  of  the  small  investor  to  grasp  the  security  and  the  con- 
venience of  the  transaction,  than  the  postal-savings  deposit  system? 

Mr.  Potter.  No  ;  I  do  not. 

Mr.  Meter.  You  have  studied  the  problem  of  how  to  encourage 
thrift,  as  we  all  did  in  the  Treasury  ? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  Have  you  heard  of  any  other  agency  or  instrument 
that  seemed  to  you  to  contain  as  much  promise  as  this  method? 

Mr.  Potter.  No  ;  I  have  not. 

Mr.  Meyer.  You  have  heard,  and,  as  you  have  stated,  are  familiar 
with  the  misgivings  and  fea,^  of'the^avings  banks!  When  the 
second  loan  was  issued  at  4  per  cent  they  were  worried? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  when  the  rate  was  raised  to  4 J  per  cent,  they  were 
naturally  more  worried,  were  they  not? 

Mr.  Potter.  They  were. 

Mr.  Meyer.  And  when  the  Victory  loan  at  4^  per  cent  was  put  out, 
presumably  they  were  still  more  worried  ? 

Mr.  Potter.  Well,  I  think  by  that  time  they  had  sort  of  gotten 
away  from  that  idea  a  little  bit. 

Mr.  Meyer.  So  you  do  not  anticipate  that  the  more  intelligent  sav- 
ings bank  people  would  be  worried  by  the  payment  of  a  reasonable 
rate  of  interest  in  the  postal  system  ? 

Mr.  Potter.  I  do  not. 

Mr.  Meyer.  Or  by  the  expansion  of  the  system  ? 

Mr.  Potter.  I  do  not. 

Mr.  Meyer.  You  think,  at  least,  that  they  have  no  justification  for 
such  worry,  in  the  light  of  the  experience  of  the  last  few  years? 

Mr.  PcxTTER.  I  feel  very  sure  aoout  that. 

Mr.  Meyer.  You  are  familiar  with  all  the  suggestions  with  re- 
gard* to  blue-sky  legislation  in  the  States  and  the  laws  that  have 
been  passed  and  suggestions  that  have  been  made  for  Federal  con- 
sideration of  the  regulation  of  security  issues,  to  prevent  swindling 
by  fake  promotions,  and  to  protect  the  small  people — you  have  ob- 
served all  that  for  years,  have  you  not? 

Mr.  Potter.  Not  in  detail,  but  the  general  principles  I  have. 

Mr.  Meyer.  You  are  a  member  of  the  Investment  Bankers'  Asso- 
ciation of  America? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  that  association  has  considered  that  problem, 
among  others,  has  it  not? 

Mr.  Potter.  Yes ;  very  seriously ;  and  I  know  something  of  what 
they  have  done. 

Jflr.  Meyer.  Well,  have  they  found  the  answer  ? 

Mr.  Potter.  They  think  they  have. 

Mr.  Meyer.  And  has  it  been  put  into  practice? 

Mr.  Potter.  No;  because  only  the  Congress  can  put  it  into  prac- 
tice.   It  is  Federal  regulation  which  they  propose. 

Mr.  Meyer.  And  it  is  designed  to  be  pimitive — to  be  used  as  a  sort 
•of  police  i>ower  over  issues? 
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Mr.  Potter.  I  do  not  think  I  would  care  to  go  into  that,  Mr. 
Meyer,  except  to  say  that  it  is  more  or  less  on  the  general  basis  that 
if  there  ife  any  cause  for  suspicion  about  any  operation  that  is  being 
carried  on  it  is  proposed  that  the  Attorney  General  or  the  Secretary 
of  the  Treasury,  or  some  one  in  Washington,  shall  have  sufficient 
power  to  summon  the  supposedly  guilty  party  before  him  and  have 
him  furnish  evidence  to  show  that  he  is  conducting  a  legitimate  busi- 
ness, and,  if  noL  absolutely  run  him  out  of  business. 

Mr.  Meyer,  You  recognize,  for  instance,  that  in  the  case  of  Mr. 
Ponzi  he  had  $14,000,000  before  anybody  awoke  to  the  fact  ? 

Mr.  Potter.  Oh,  surely. 

Mr.  Meyer.  And  how  would  you  meet  that  by  such  regulation  ? 

Mr.  Potter.  Well,  I  think  there  are  some  situations  that  we  never 
can  meet. 

Mr.  Meyer.  Exactly;  but  do  you  not  think  that  if  we  offer  the 
people  a  way  of  protecting  themselves  a  vast  amount  of  money  will 
be  saved  which  could  not  be  saved  even  by  the  measures  that  the  In- 
vestment Bankers'  Association  has  advocated? 

Mr.  Potter.  Oh,  entirely  so ;  there  is  no  question  about  it. 

Mr.  Meyer.  In  other  words,  the  Government  would  not  be  justi- 
fied in  its  inability  to  protect  the  smaller  investor  by  punitive  meas- 
ures, when  by  offering  them  the  opportunity  of  postal  deposits  it 
can  afford  a  positive  protection  instead  of  a  punitive  protection? 

Mr.  Potter.  Oh,  yes. 

Mr.  Meyer.  To  which -every  man  can  be  educated? 

Mr.  Potter.  Yes.  I  would  rather  that  there  be  no  reference  ap- 
pear in  the  record  with  respect  to  the  suggestion  made  by  the  invest- 
ment bankers  of  Federal  legislation  in  respect  to  the  blue-sky  laws, 
because  that  is  something  that  they  are  working  on  now. 

Mr.  Meyer.  Would  you  like  to  have  that  stricken  from  the  record  ? 

Mr.  Potter.  I  would  rather  have  it  so ;  yes. 

The  Chairman.  Then,  you  may  do  that  when  you  revise  your  tes- 
timony. Mr.  Potter,  a  great  number  of  Liberty  bonds  have  changed 
hands  since  thev  were  issued,  have  they  not? 

Mr.  Potter.  Yes,  indeed ;  lots  of  them. 

The  Chairman.  Who  have  been  the  sellers,  in  the  main,  of  the 
Liberty  bonds — the  banks  or  private  holders? 

Mr.  Potter.  Well,  from  the  standpoint  of  volume,  I  think  large 
corporations  have  been  the  main  sellers,  due  very  largely  to  pressure 
brought  to  bear  by  banking  institutions  throughout  the  country  to 
force  them  to  liquidate  their  loans  by  refusing  to  renew  them,  and 
thereby  forcing  a  sale  of  Liberty  bonds,  which  in  a  good  many  cases 
they  may  not  have  entirely  paid  for. 

Mr.  Meyer.  On  the  other  hand,  large  corporations  have  also  been 
large  buyers  of  Liberty  bonds,  in  many  cases,  like  savings  banks  and 
insurance  companies? 

Mr.  Potter.  I  think  I  should  probably  have  said  industrial  or 
business  corporations  as  distinguished  from  banking  corporations. 
Yes ;  that  is  true. 

The  Chairman.  Have  many  small  holders  disposed  of  their  Lib- 
erty bonds  ? 

Mr.  Potter.  Yes ;  I  think  quite  a  number  have.  I  think  this  era 
of  expenditures  has  been  the  result  of  using  the  fifty-dollar  bond 
more  or  less  as  a  fifty-dollar  bill,  and  in  the  beginning — ^I  do  not 
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think  it  exists  as  much  to-day — the  swindler  buying  Liberty  bonds 
at  $25  for  a  $50  bond,  either  buying  them  at  about  half  what  they 
were  worth  in  the  market  or  giving  for  them  something  worthless  in 
exchange. 

The  Chairman.  For  instance,  oflFering  them  some  sort  of  bond 
with  gold  type  on  it,  apparently  of  great  promise? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  I  made  some  inquiry  into  that  ooint  that  you  are  ask- 
ing about,  Mr.  Chairman,  and  until  the  end  of  May  all  the  indications 
pointed  to  continuous  heavy  sales  by  small  owners,  and  that  was  best 
indicated  by  the  fact  that  there  was  a  constant  transfer  of  $50  and 
$100  bonds  into  bonds  of  JfSOO  and  $1,000  throughout  the  country  at 
all  of  the  transfer  oflSces.  To  give  you  another  illustration,  a  bank 
in  Los  Angeles  that  makes  a  specialty  of  trading  in  Government 
bonds,  and  which  handles  very  large  amounts  for  that  community, 
told  me  that  they  were  buying  Liberty  bonds  last  spring  at  the  rate 
of  $50,000  a  day  on  balance,  but  that  that  waa  the  result  of  sales 
from  small  people  of  $50,000  a  day  and  the  purchase  by  larger  in- 
vestors of  a  hundred  thousand  dollars  a  day — not  very  large  in- 
vestors, but  investors  of  $5,000  and  $10,000  at  a  time;  whereas  the 
sales  of  $50,000  a  day  would  be  from  owners  of  bonds  in  the  denomi- 
nation of  $50  and  $100.  I  think  there  has  been  no  change  from  the 
condition  where  the  small  holders,  who  bought  them  on  subscription 
at  the  time  of  the  various  issues,  have  been  steady  sellers.  It  may  be 
that  their  sales  has  been  greater  or  less  at  a  given  time,  but  there 
has  been  a  steady  flow  pf  small  bonds  from  the  small  holders.  You 
agree  on  that,  Mr.  Potter  ? 

Mr.  Potter.  Yes ;  I  do.  Of  course,  Mr.  Meyer,  you  are  in  a  very 
much  better  position  to  know  about  that  than  anyone  else. 

The  Chairman.  Has  there  been  any  disposition  on  the  part  of  men 
of  moderate  means,  who  usually  deposit  their  savings  in  savings 
banks,  to  withdraw  their  savinj^s  and  buy  Liberty  oonds  at  the 
present  low  price  because  of  the  increased  interest  ? 

Mr.  Potter.  I  do  not  believe  there  has  been  much  of  that ;  no. 

The  Chairman.  I  have  a  notion  that  the  small  holders — the  men 
who  bought  bonds  from  their  small  savings — have  felt  rather  bitter 
about  the  shrinkage  in  the  value  of  their  bonds. 

Mr.  Potter.  Yes. 

The  Chairman.  And  have  gotten  rid  of  them  in  desperation,  as 
it  were. 

Mr.  Potter.  Yes. 

Mr.  Meyer.  Mr.  Potter,  you  remember  that  the  big  decline  in 
Oovemment  securities  generally  began  in  November,  1919,  and  from 
that  time  they  declined  quite  sharply  until  late  in  the  spring,  and 
during  that  period  the  rate  on  Treasury  certificates  was  advanced 
from  4  per  cent  in  September,  for  six  months'  certificates,  and  4^ 
per  cent  for  one-year  certificates. 

Mr.  Potter.  Yes. 

Mr.  Meyer,  lentil  now  the  price  being  paid  by  the  Government 
is  5?  per  cent  for  six  months,  and  6  per  cent  for  one  year. 

Mr.  Potter.  Yes. 

^Ir.  Meter.  Of  course,  to  a  certain  extent,  both  the  Liberty  bonds 
and  the  certificates  were  influenced  by  the  same  causes,  but  do  you 
not  think  that  if  there  had  been  no  Treasury  certificates  at  all,  and 
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the  Liberty  bond  market  had  been  merely  subject  to  the  general 
financial  conditions,  the  decline  in  Liberties  would  not  have  beea 
anyways  near  as  steep  or  as  great  as  it  was?  In  other  words,  with 
the  elimination  of  the  Treasury  certificate,  and  the  constant  bor- 
rowing at  6  per  cent,  with  tax  exemptions,  you  have  a  depressing 
factor  on  the  Liberty  bond  market,  which,  as  long  as  there  is  no 
prospect  of  a  change  in  the  Treasury  certificate,  the  situation  will 
continue  to  depfess  the  Liberty  bond;  is  that  right? 

Mr.  Potter.  I  think  undoubtedly  it  is.  I  think  it  is  right  for  two 
reasons:  That  the  high,  rate  on  the  Treasury  certificates  forces  a 
higher  rate  on  commercial  loans  or  collateral  loans  with  Liberties 
back  of  them.  Othei^vise,  the  banks  who  rediscount  will  rediscount 
at  a  loss  instead  of  at  a  profit;  and,  in  the  second  place,  if  there 
had  been  no  Treasury  certificates,  there  would  have  been  released 
that  much  banking  capital  to  carry  the  Liberty  bonds. 

Mr.  Meyer.  Do  you  know  of  any  way  to  reduce  the  Treasury  cer- 
tificates radically,  except  by  getting  a  large  fund  in  another  direc- 
tion ? 

Mr.  Potter.  No  other  way,  except  increased  taxes. 

Mr.  Meyer.  Do  you  believe  that  the  excess-profits  taxes  and  the- 
income  taxes  for  this  year,  knowing  what  3'ou  do  of  business  condi- 
tions generally,  will  produce  as  much  revenue  as  they  did  last  year? 
I  mean,  do  you  think  that  the  income  taxes  payable  on  this  year's 
profits  and  business,  will  be  as  much  as  the  income  taxes  which  are 
being  received  this  year  on  last  year's  profits  and  business? 

Mr.  Potter.  I  should  say  they  will  be  materially  less. 

Mr.  Meyer.  Materially  less? 

Mr.  Potter.  Yes. 

Mr.  Meyer.  And  if  our  revenue  from  that  source  be  reduced  our 
Treasury  certificate  issues  will  not  only  not  be  reduced  but  they  will 
increase,  because  there  is  a  large  amount  of  funds  that  have  been  re- 
ceived in  the  last  year  on  salvage,  which  will  not  be  received  next 
vear. 

The  Chairman.  Mr.  Potter,  do  you  think  that  the  excess-profits- 
taxes  and  the  high  surtaxes  have  affected  the  price  of  Government^ 
State,  and  municipal  securities? 

Mr.  Potter.  I  think  very  decidedly,  in  a  more  or  less  indirect  way^ 
I  think  they  have  increased  the  cost  of  living,  and  an  increase  in  the 
cost  of  living  means  an  increase  in  the  price  of  money,  and,  theref ore^ 
an  increase  in  the  rate  on  investments. 

Mr.  Meyer.  And  any  increase  in  the  price  of  money  means  a  re- 
action again  on  the  increased  cost  of  living? 

Mr.  Potter.  Yes ;  absolutely ;  I  do  not  tnink  there  is  any  questioft 
about  that. 

The  Chairman.  You  think,  of  course,  too,  that  they  have  increased 
the  rate  of  interest  materially  on  securities  that  are  taxable? 

Mr.  Potter.  Oh,  yes. 

The  Chairman,  very  much  more,  of  course,  than  they  have  on 
the  nontaxable? 

Mr.  Potter.  Yes,  indeed ;  there  is  no  question  about  it. 

The  Chairman.  Do  you  believe  that  the  repeal  of  the  excess-profits 
taxes  and  a  modification  of  the  surtaxes  would  tend  to  help  the 
financial  situation? 
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Mr.  Potter.  I  think  it  would  be  the  greatest  stimulus  to  the  finan- 
cial situation  of  anything  that  could  possibly  happen,  provided  they 
find  an  equitable  substitute. 

Mr.  Meyer.  From  a  revenue  point  of  view? 

Mr.  Potter.  Yes. 

The  Chairman.  Have  you  any  suggestion  to  make  for  a  substitute^ 
Mr.  Potter? 

Mr.  Potter.  No;  but  I  have  read  with  interest  some  of  the  sug- 
gestions, such  as  an  expenditure  tax,  a  sales  tax,  and  I  think  they  all 
sound  as  if  they  have  some  good  points,  but  that  is  something  that  I 
have  not  gone  into  in  detatiland  therefore  would  not  care  to  express 
a  definite  opinion  upon. 

The  Chairman.  ^But  you  are  quite  convinced  that  Mr.  Meyer's 
scheme  of  encouraging  savings  in  the  Postal  System  will  be  most 
helpful  in  many  ways  to  the  financial  situation? 

Mr.  Potter.  I  do  not  think  there  can  be  any  argument  about  it. 

The  Chairman.  That  is  a  settled  thing  in  your  mind? 

Mr.  Potter.  Absolutely. 

Mr.  Meyer.  I  have  nothing  further  to  ask,  Mr.  Chairman. 

The  Chairman.  We  are  very  much  obliged  to  you,  Mr.  Potter,  for 
coming  here. 

Mr.  Potter.  You  are  entirely  welcome,  Senator. 

(Whereupon,  at  11.55  a.  m.,  the  committee  adjourned  to  meet  again 
in  the  same  place  on  Monday,  September  27,  1920,  at  10.e3()  o'clock 
a.  m.) 
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MOin)AY,  SEPTEMBEB  97,  1920. 

United  States  Senate, 
Special  Committee  on  Recx)Nstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  sixteenth  floor,  Engineering  Societies  Building,  29  West 
Thirty-ninth  Street,  at  10.30  o'clock  a.  m..  Senator  William  M. 
Calder  presiding. 

Present:  Senator  Calder  (chairman),  also  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

Mr.  Meyer.  Mr.  Chairman,  Mr.  Ingalls  Kimball  was  quoted  in  the 
newspapers  as  being  opposed  to  the  recommendation  I  made  to  the 
committee ;  and,  in  fine  with  my  communication  to  you  when  I  stated 
that  I  would  arrange  for  different  points  of  view — ^those  opposed  to 
iny  recommendation  as  well  as  those  favoring  it — I  thought  that  since 
Mr.  Kimball  was  so  prominentlv  quoted  as  opposed  to  it^  it  would  be 
worth  while  to  have  him  appeaf  here  to  present  his  views,  and  he  has 
kindly  consented  to  come  here  this  morning,  and  I  assume  he  is  pre- 
parea  to  present  his  reasons  why  the  plan  is  disadvantageous,  in  his 
opinion,  and  also  any  other  matter  that  your  committee  would  like 
to  hear  from  him. 

The  Chairman.  We  shall  be  very  glad  to  hear  Mr.  Kimball. 

STATKTffEWT  OF  HE.  INOALIS  KIMBALL,  PBESIBENT  OF  THE  NA- 
TIONAL THBIFT  BOND  COBPOKATION,  NEW  YOBK  CITT. 

The  Chairman.  Mr.  Kimball,  would  you  prefer  to  make  a  state- 
ment of  your  opinion  of  Mr.  Meyer's  suggestion,  or  would  you  prefer 
to  have  us  ask  you  questions?  I  think,  perhaps,  it  would  be  best  if 
you  would  state  just  what  you  think  about  it,  and  then  we  will  dis- 
cuss it  later. 

Mr.  Kimball.  Senator,  I  will  be  very  glad  to  state  brieflv  some 
facts  which  my  investigation  of  the  whole  subject  of  thrift  have 
brought  to  my  knowledge — facts  which  are  public  property  but 
which  have,  perhaps,  not  been  gathered  together  before.  In  so  far 
as  any  facts  which  I  may  state  may  appear  to  be  in  opposition  to 
the  recommendation  maae  by  Mr.  Meyer,  I  have  only  to  say  that 
anything  which  can  operate  to  increase  saving  not  only  among  in- 
dustrial classes  but  among  the  classes  above  the  industrial  classes,  in 
point  of  income — men  with  incomes. of  from,  perhaps,  $3,000  to  $25,- 
000  a  year,  who  are  notoriously  unthrifty  in  this  country — ^would  be 
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of  great  advantage.  Therefore,  while  the  facts  that  I  will  quote  and 
the  figures  that  I  wnll  present  would  seem  to  indicate  that  Mr.  Meyer's 
way  of  going  about  it  might  not  be  as  successful  as  he  and,  indeed, 
we  all  hope  it  might  be,  the  end  that  Mr.  Meyer  is  seeking  is  precisely 
the  same  end  that  we  are  all  seeking. 

My  main  point  will  be  that  I  believe  that  thrift  has  ceased  to  be  a 
social  question ;  it  has  ceased  to  be  a  matter  of  welfare  work ;  it  has 
ceased  to  be  a  matter  of  philanthropy ;  it  has  become^  because  of  the 
cutting  down  of  available  investment  fimds  by  taxation  both  before 
and  after  distribution,  a  business  matter,  and  it  should,  it  seems  to  me, 
be  treated  as  a  business  matter.  Men  have  in  the  past  objected  to 
undertaking  to  make  money  out  of  savings  plans  because  they  thought 
they  ought  to  devote  themselves  to  savings  enterprises  as  a  matter  of 
philanthropy,  and  the  result  of  that  has  been  extremely  unfortunate, 
to  say  the  least,  because  it  is  a  demonstrated  fact  that  enterprises 
which  are  based  solely  on  philanthropic  motives,  no  matter  how 
effectively  they  may  be  carried  on,  are  never  anything  like  as  effec- 
tively carried  on  as  enterprises  which  are  based  on  economic  motives. 
I  have  put  together  a  statement  which  is  far  too  long  to  read,  but 
which  carries  a  good  many  figures  which  I  think  the  committee  might 
possibly  like  to  study  at  their  leisure,  and  I  shall  leave  with  you  a 
number  of  copies  of  this  memorandum,  which  is  not  as  complete  or 
does  not  pretend  to  be  as  complete  as  I  would  like  to  have  it^  and  is 
not  as  well  put  together  as  it  would  have  been  had  I  perhaps  had 
longer  time  for  preparation  for  this  particular  meeting;  but  mean- 
while I  will  go  over  the  main  heads,  chiefly  for  the  purpose  of  bring- 
ing the  thing  to  a  point  at  which  you  will  find  it  perhaps  easier  to  ask 
questions.  ^ 

As  I  imderstand  the  suggestion  of  Mr.  Meyer,  it  is  that  the  interest 
rate  on  postal  savings  deposits  be  increased  to  4  per  cent,  and  that  all 
post  offices  be  made  substations  for  purposes  of  accepting  deposits. 
He  says,  further,  as  I  understand  it,  that  such  a  change  as  this  in  the 
Postal  oavings  System  would  produce  within  a  year  10,000,000  new 
depositors,  with  total  deposits  of  two  and  one-hal]^  billion  dollars. 

It  seemed  to  me  worth  while  to  consider,  first,  to  what  extent  the 
interest  rate  affects  the  small  saver.  I  think  perhaps  one  of  the  most 
notable  points  about  the  whole  Postal  Savings  System  as  it  stands  is 
its  very  great  success  at  a  2-cent  rate,  with  the  most  onerous  limita- 
tions. For  instance,  a  man  may  only  deposit  $100  in  any  one  month, 
and  he  may  only  deposit  $1,000  in  any  year,  although  1  believe  the 
trustees  have  it  in  their  power  to  accept  another  thousand  dollars 
without  interest. 

Mr.  Meyer.  May  I  interrupt  you,  Mr.  Kimball,  to  sav  that  the  limit 
is  now  $2,500? 

Mr.  KiMBAiiL.  It  is  now  $2,500? 

Mr.  Meter.  Yes. 

Mr.  Kimball.  I  have  been  unable  to  get  the  most  recent  informa- 
tion, although  I  have  written  to  Washington  asking  for  it. 

Mr.  Meyer.  Mr.  FuUaway,  formerly  assistant  to  the  Director  of 
Postal  Savings,  testified  that  the  limit  is  now  $2,500. 

Mr.  Kimball.  That  must  have  induced  a  very  large  increase  of  de- 
posits, because,  as  a  matter  of  fact,  when  the  limit  was  raised  from 
$600  to  a  thousand  dollars  there  was  an  immediate  inflow  of  deposits. 
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Moreover,  there  are  endless  instances  quoted  in  the  reports  of  the  Post 
Office  Department  indicating  that  people  have  brought  larger  sums 
to  deposit  and  have  been  turned  away  and  have  declined  to  deposit 
anything. 

But  to  return  to  the  point  of  the  interest  rate,  the  postal  savings 
banks,  with  2  per  cent  interest,  have  been  more  successful  in  in- 
creasing their  deposits  than  any  other  series  of  savings  banks  in  the 
country.  As  a  matter  of  fact,  the  general  increase  in  deposits  in  the 
savings  banks  has  been  very  considerably  less  every  year  than  the 
amount  of  interest  paid  by  the  savings  banks;  as,  for  example,  last 
year  the  Connecticut  savings  banks  paid  about  4  per  cent,  on  an  aver- 
age, while  the  increase  in  deposits  for  the  year  was  less  than  1  per 
cent.  In  other  words,  it  was  3  per  cent  less  than  it  would  have 
been  had  the  interest  merely  been  credited,  and  no  deposits  or  with- 
drawals taken  place. 

The  Chairman.  So  that  the  interest  credited  to  the  savings  ac- 
counts in  Connecticut  was  four  times  the  total  increase  in  deposits  ? 

Mr.  Kimball.  Yes,  sir;  and  that  is  not  at  all  exceptional,  if  I  may 
say  so.  As  a  matter  of  fact,  I  think  that  New  York  State  would  show 
the  same  or  worse,  and  so  would  almost  every  series  of  savings  banks, 
although  individual  exceptions  may  be  noted. 

The  Chairman.  You  refer  to  the  calendar  year  1919,  do  you? 

Mr.  Kimball.  The  current  report — I  think  it  came  out  in  October, 
1919,  so  that  would  be  prior  to  that  time. 

The  Chairman.  I  was  under  the  impression  that  the  savings  banks' 
deposits  had  increased  a  great  deal  last  year. 

Mr.  KaMBALL.  Of  course,  it  is  possible  there  may  have  been  a  subse- 
quent report. 

The  Chairman.  Yes. 

Mr.  Kimball.  That  is  very  exceptional,  and,  of  course  there  are 
other  exceptional  cases.  As  a  matter  of  fact,  the  latest  figures  I  have 
on  the  postal  savings  banks,  which,  unfortunately,  are  not  very  re- 
cent— it  is  very  difficult  to  get  recent  information — show  for  the  first 
time  a  falling  off,  which  the  gentleman  who  wrote  to  me  from  Wash- 
ington accounted  for  by  the  large  withdrawals  for  the  purchase  of 
foreign  exchange ;  but  as  a,  matter  of  regular  going,  for  manv  years 
the  savings  banks  have  not  increased  by  the  amount  of  their  interest 
rate. 

The  Chairman.  I  know  that  in  Brooklyn  our  postal  savings  banks' 
deposits  materially  increased.  I  have  not  the  exact  figures,  but  I  will 
venture  the  statement  that  our  mutual  savings  banks  deposits  in 
Brooklyn  increased  ten  times  the  amount  of  the  postal  savings  banjcs. 

Mr.  Kimball.  Sometimes,  in  individual  cases,  yes. 

The  Chairman.  I  am  not  speaking  of  the  percentage  of  increase. 
I  rather  guess  our  postal  savings  bank  deposits  in  Brooklyn  are 
around  fifteen  or  eighteen  million  dollars.  Our  mutual  savings 
bank  deposits  and  all  our  banks  in  Brooklyn,  I  think  it  is  safe  to 
sav,  would  total  $300,000,000. 

Mr.  Kimball.  Oh,  yes,  I  think  so,  without  a  doubt.  In  the  case 
of  two  banks  down  town  within  200  yards  of  each  other  one  of  thetn 
went  ahead  last  month  over  a  million  dollars  and  the  other  went 
behind  last  month  over  a  million  dollars. 

The  Chairman.  Those  are  savings  banks? 
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Mr.  Kimball.  Yes;  those  things  happen;  but  as  a  general  propo- 
sition, in  all  the  States — Massachusetts,  New  York,  Connecticut, 
Ohio,  arid  other  States  with  which  I  am  familiar — the  savings  bank 
deposits  have  not  advanced  as  much  as  the  interest  increment  would 
have  advanced  them,  which  is  a  deplorable  condition.  In  the  face  of 
all  of  this,  the  postal  savings  banks,  as  a  general  proposition,  have 
gone  ahead  very  rapidly  at  a  2  per  cent  rate.  Moreover,  the  places 
where  the  postal  savings  banks  have  been  most  successful  have  been 
in  the  large  cities,  in  which  mutual  savings  banks  are  most  numer- 
ous— mutual  and  other  savings  banks.  In  New  York  City,  for 
example — ■ — 

Mr.  Meyer  (interposing).  May  I  just  ask  you  a  question  here? 

Mr.  Kimball.  Certainly. 

Mr.  Meyer.  That  indicates^  does  it  not,  to  your  mind  that  there  is 
a  very  large  population  that  is  desirous  of  depositing  its  money  with 
the  Government  for  safetv  above  all  things,  even  where  there  are 
mutual  and  stock  savings  bank  facilities? 

Mr.  Kimball.  There  is  no  question  about  it. 

The  Chairman.  That  applies  to  most  of  the  large  cities? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  So  the  fact  that,  notwithstanding  these  other  savings, 
bank  facilities,  your  own  figures  and  your  statement  would  indicate 
that  there  are  large  numbers  of  the  people  who  do  not  know  enough 
-  about  banks  or  who  do  not  want  to  go  to  banks,  but  who  do  under- 
stand postal  savings  and  who  desire  to  put  their  money  with  the 
Government  ? 

Mr.  Kimball.  There  is  no  question  to  my  mind  as  to  the  full  truth 
of  all  those  statements.  I  was  going  to  sav,  however,  that  the  most 
notable  successes  in  the  postal  savings  banks  have  been  in  the  large 
cities,  where  the  interest  rate  paid  by  the  mutual  and  other  savings 
banks  is  double  or  more  than  double  that  allowed  by  the  postal  banwr^ 
which  would  indicate,  as  Mr.  Meyer  sa^s,  that  they  have  faith  in  the 
Government,  and  that  they  like  the  facility — ^no,  "  facility  "  is  not  the 
word,  rather,  lack  of  embarrassment  in  dealing  with  an  establishment 
like  the  post  office,  which  is  a  democratic,  easy  place  to  go  to. 

Mr.  Meyer.  You  draw  a  distinction,  then,  between  a  bank  which 
embarrasses  these  people  of  humble  means  and  strikes  them  as  some- 
thing that  is  a  little  bit  outside  of  their  sphere  of  life,  and  one  where 
they  feel  more  at  home,  such  as  a  postal-savings  bank  ? 

Mr.  Kimball.  There  is  no  question  to  my  mind  about  that. 

Mr.  Meyer.  I  think  that  is  true. 

Mr.  Kimball.  There  are  a  great  many  people  who  are  afraid  to 
go  into  a  savings  bank ;  they  are  embarrassed. 

Mr.  Meyer.  They  perhaps  feel  that  they  are  not  wanted,  in  some 
cases. 

Mr.  Kimball.  In  some  cases,  unfortunately,  that  is  almost  true. 
The  treatment  of  savings-bank  depositors  bv  bank  emploj^ees  is  not 
all  that  it  might  be,  although  the  savings  banks  are  performing  a  very 
great  and  valuable  function,  and  I  do  not  want  to  be  underSiood  as 
disparaging  in  any  way  any  of  the  things  that  the  savings  banks  are 
doing.  On  the  other  hand,  it  is  undoubtedly  true  that  they  might  do 
a  very  ffreat  deal  more  than  they  are  doing. 

Mr.  Meyer.  May  I  ask  the  chairman  a  question  ? 

The  Chairman.  Yes;  certainly. 
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Mr.  Meyejr.  Mr.  Chairman,  Mr.  Kimball  has  a  very  comprehensive 
knowledge  of  this  subject,  and  while  I  would  prefer  to  let  him  make 
his  statement  and  to  ask  questions  later,  I  am  afraid  that  it  would  be 
perhaps  at  the  risk  of  losing  the  thread  of  thought-  if  I  were  not 
permitted  to  ask  a  few  questions  as  he  goes  along,  and  I  would  like 
to  Imow  if  Mr.  Kimball  would  mind  if  I  do  so? 

Mr.  KiMBALX..  Not  the  least  in  the  world,  sir. 

Mr.  Meyer.  Of  course,  I  do  not  wish  to  interrupt  the  trend  of 
your  thought  or  the  continuity  of  your  presentation,  but  I  have  a 
letter  from  Mr.  Lewis,  the  head  or  the  war-loan  organization,  the 
savings  division  of  the  Treasury,  and,  as  you  may  have  noticed  in  the 
papers,  he  said  he  thought  that  the  war-savings  stamps,  which  pay 
4  per  cent,  compounded  quarterly,  if  I  remember  aright,  and  the 
other  Government  savings  issues,  such  as  Treasury  saving  certifi- 
cates, which  pay  the  same  rate,  furnish  an  adequate  and  a  satisfac- 
tory means  for  the  people  to  invest  in  Government  securities  as  sav- 
ings. I  would  like  to  ask  you  if  you  think  it  is  fair  that  the  postal- 
savings  depositor,  who  is  perhaps  a  little  less  educated  in  financial 
matters,  should  be  given  only  2  per  cent,  while  other  people  who  buy 
stamps  and  Treasury  certificates,  and  who  understand  how  to  do  it, 
and  are  not  afraid  of  losing  them,  get  4  per  cent? 

In  other  words,  the  Government  is  "now  paying  4  per  cent  to  one 
class  of  savers  and  only  2  per  cent  to  another  class  of  savers.  I  will 
omit  entirely  the  further  fact  that  the  Government  is  borrowing 
nioney  from  banks  on  a  large  scale  at  6  per  cent,  and  will  confine 
myself,  for  the  purposes  of  this  discussion,  to  the  fact  that  the  Gov- 
ernment is  now  paying  4  per  cent  on  savings  in  the  form  of  war- 
savings  certificates  and  Treasury  savings  certificates.  Now%  as  a 
matter  of  justice  and  decency,  is  the  Government  justified  in  making 
a  discrimination  against  the  more  humble  savers  in  the  rate  of 
interest  ? 

Mr.  Ki3iBALL.  As  a  matter  of  justice,  there  can  be  no  question 
about  it. 

Mr.  Meyer.  Do  you  think  it  is  fair  that  they  should  continue  to 
pay  a  rate  of  2  per  cent,  fixed  10  years  ago,  under  entirely  different 
conditions  of  the  money  market,  and  under  entirely  different  general 
financial  conditions? 

Mr.  Kimball.  Unfortunately,  the  question  of  fairness  in  a  matter 
of  this  kind  can  not,  in  my  opinion,  be  the  sole  question. 

Mr.  Meyer.  I  do  not  say  that  it  is  the  sole  question  and  I  am  not 
seeking  to  determine  the  whole  thing  on  that  point,  but,  considering 
that  point,  is  it  fair? 

Mr.  Kimball.  Clearly  not. 

Mr.  Meyer.  Then,  you  think  that  some  increase  in  the  interest  rate 
is  only  a  matter  of  fairness  and  should  be  authorized  by  law,  because 
the  2  per  cent  is  now  fixed  by  law  ? 

Mr.  Kimball.  I  think  other  considerations,  beyond  that  of  either 
immediate  expediency  or  of  fairness,  as  compared  with  people  who 
are  lending  to  the  Government  on  other  types  of  security,  would 
enter,  and  l  should  hesitate  to  appear  to  advocate,  for  any  reason 
whatever,  any  change  in  the  postal-savings  rate  that  was  not  to  be  a 
permanent  and  a  final  change.  I  think  variation  is  one  of  the  things 
that  is  to  be  avoided  most  particularly. 
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Mr.  Meyer.  Do  you  think  that  2  per  cent  is  the  proper  rate  perma- 
nently— and  when  I  say  "  permanently,"  anjrthing  that  we  might 
mention  as  permanent  would,  of  course,  be  subject  to  change? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meter.  Can  you  not  imagine  that  there  are  a  great  many 
people  who  deposit  in  postal-savings  banks  and  who  only  get  2  per 
cent,  and  who  are  burdened,  as  you  have  mentioned,  with  onerous 
conditions  in  the  way  of  regulations,  and  who  perhaps  know  that  the 
Government  is  paying  6  per  cent  on  its  Treasury  certificates  and  4 
per  cent  on  its  war  savings  stamps  and  Treasury  saving  certificates — I 
say,  can  you  not  imagine  that  a  good  many  of  these  565,000  depos- 
itors, which  they  now  have,  might  consider  it  imf air  that  they  are 
only ,  getting  2  per  cent  on  that  particular  form  of  security  with 
which  they  happen  to  be  in  touch,  and  do  you  think  that  there  is 
anything  more  important  than  that  the  Government  should  have  its 
citizens  feel  that  they  are  being  treated  fairly  by  the  Government? 

Mr.  Kimball.  I  agree  fully  with  that. 

Mr.  Meyer.  Do  you  not  think  it  is  a  disturbing  thin^  to  have  a 
large  number  of  the  people  feel  that  the  Government  is  unfair  to 
them  ? 

Mr.  Kimball.  Unquestionably,  Mr.  Meyer ;  but  I  should,  none  the 
less,  hesitate  to  say  what  I  consider  the  proper  rate  for  postal-savings 
deposits. 

Mr.  Meter. ^Mr.  Kimball,  may  I  just  say  this,  that  you  stated  in 
the  beginning  that  I  had  said  that  4  per  cent  should  be  paid.  I  should 
recommend  4  per  cent,  but  I  stated,  as  you  will  remember,  Mr.  Chair- 
man, that  I  considered  that  a  subject  for  consideration  and  investi- 
gation. I  still  think  that  4  per  cent  is  the  right  rate,  and  I  would 
recommend  it,  but  I  also  still  consider  that  a  matter  for  considera- 
tion and  investigation.  Nevertheless,  T  am  sure  that  you  agree  with 
me  that  2  per  cent  is  not  the  right  rate,  and  that  it  should  be  increased. 

Mr.  Kimball.  One  reason  for  a  low  rate  on  postal  savings  deposits 
is  that  it  keeps  the  postal  savings  banks  fron  contention  with  other 
savings  institutions.  I  believe  the  rate  was  arrived  at  because  nobody 
believed  that  enough  money  would  be  deposited  in  the  Postal  Sav- 
ings System  at  any  such  rate  as  that  to  affect  unfavorably  any  exist- 
ing banking  institutions. 

Mr.  Meter.  What  was  the  current  rate  of  interest  on  investments 
suitable  for  savings  institutions  10  years  ago  ? 

Mr.  Kimball.  That  is  a  matter  that  I  think  your  information  on 
is  so  much  more  extensive  than  mine,  Mr.  Meyer,  that  I  should  hesi- 
tate to  answer  it. 

Mr.  Meter.  Well,  you  are  of  course  aware  that  the  rate  of  income 
on  investments  which  savings  banks  and  savings  institutions  are  per- 
mitted to  buy  has  advanced  very  materially — perhaps  from  50  to  75 
per  cent? 

Mr.  Kimball.  Very  true,  and  that  is  always  true  in  periods  of 

inflation. 

Mr.  Meter.  And  if  2  per  cent  was  proper  and  fair  10  years  ago  it 
certainly  can  not  be  fair  now,  in  the  light  of  that  advance  m  the  inter- 
est rates  on  other  securities  ? 

Mr.  Kimball.  Of  course,  T  do  not  think  that  the  postal  savings 
rate  of  interest  should  be  anything  that  would  be  in  any  sense  a  com- 
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petitive  rate  of  interest.    I  think  there  are  a  great  many  injustices, 
however,  in  the  postal  system. 

Mr.  Meyer.  It  could  be  raised  above  2  per  cent  without  becoming 
a  competitive  rate,  could  it  not?  If  2  per  cent  was  noncompetitive 
10  years  ago,  when  the  income  from  savings  banks'  investments  was, 
perhaps,  a  great  deal  lower — was,  in  fact,  a  great  deal  lower — the 
savings  banks  would  certainly  be  able  to  get  a  very  much  larger 
return  on  their  investments  made  during  the  past  few  years  and  at 
present  ? 

Mr.  Kimball.  That  is  true,  but  the  savings  banks,  with  the  increase 
in  the  rate,  which  has  been  caused  by  the  present  period  of  inflation 
and  which  always  goes  hand  in  hand  with  inflation — the  savings 
banks  have  also  lost  very  largely  in  their  surpluses  on  account  of 
depreciation  of  the  market  value  of  their  holdings,  which  can  not 
be  avoided. 

Mr.  Meter.  We  understand  that,  of  course. 

Mr.  Kimball.  Whether  it  should  be  2  per  cent  or  2J  per  cent,  or 
possibly  even  3  per  cent.  I  should  be  much  more  strongly  inclined  to 
took  to  the  experience  of  postal  savings  banks  in  other  countries  than 
to  undertake  to  work  it  out  on  a  basis  of  a  competitive  money  rate. 
There  is  no  question  but  that  the  machinery  oi  the  postal  savings 
system  is  so  huge  that  the  smallest  change  would  make  a  very  great 
difference,  and  I  am  inclined  to  think  that  almost  any  change,  even 
upward,  would  work  a  very  great — well,  "  hardship  "  is  not  the  word, 
but  it  would  upset  the  people  very  much :  and  certainly  if  a  higher 
rate  were  fixed  it  shoula  be  fixed  with  the  idea  of  being  as  nearly  as 
possible  permanent.  In  so  far  as  the  wage  earner  who  deposits  in 
the  postal  savings  bank  is  interested  at  all  in  the  interest  rate — which 
I  think  he  is  not  very  much — he  will  not  be  unhappy  about  the  higher 
rates  paid  by  the  Government  in  other  directions  unless  he  is  familiar 
with  them,  and  if  he  is  familiar  with  them,  then  they  are  perfectly 
available  to  him;  and,  as  I  understand  it,  they  are  available  even 
through  the  post  office. 

Mr.  Meyer.  But  the  higher  rate  is  not  available  in  the  form  which 
he  likes — that  of  a  postal  savings  deposit. 

Mr.  Kimball.  Exactly. 

Mr.  Meyer.  He  has  got  to  take  certificates,  which  he  has  no  safe 
place  to  keep  and  of  which  he  may  be  robbed.  I  heard  of  an  instance 
this  week  where  a  man  of  small  means  had  his  savings  in  his  trunk 
in  his  little  place,  and  the  place  burned  and  his  savings  were  burned 
with  it.  They  are  afraid  of  that.  Now,  a  postal-savings  deposit  is 
recoverable  even  if  the  certificate  is  lost  or  if  it  is  burned  or  stolen. 

Mr.  Kimball.  And  so,  I  understand  it,  is  the  war-savings  certifi- 
catCj  if  it  is  registered. 

Mr.  Meyer.  Yes. 

Mr.  Kimball.  And  I  understand  that  the  present  war-savings  cer- 
tificate is  only  issued  in  registered  form — not  the  $5  stamp,  but  the 
other  one.  It  I  may  be  permitted  to  say  so,  I  think  we  are  perhaps 
getting  a  little  bit  away  from  the  subject,  which  was  a  consideration 
of  the  effect  on  deposits  of  an  increase  in  the  rate,  rather  than  a 
matter  of  justice  as  between  the  Government  and  its — shall  I  say 
"customers"? 

Mr.  Meyer.  I  do  not  know  that  the  discussion  was  restricted  to  the 
effect  of  an  increase  in  the  rate. 
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Mr.  Kimball.  I  am  perfectly  willing  tc  express  an  opinion,  except 
that  I  am  afraid  that  my  opinion  is  not  of  much  value.  Shall  I  pro- 
ceed? 

The  Chairman.  Yes ;  go  ahead. 

Mr.  Kimball.  The  experience  in  England  during  the  war,  since 
which  England  has  been  selling  a  war-savings  certificate  some- 
what like  our  own  savings  document,  which  paid  5 J  per  cent,  roughly, 
and  which  is  cashable  at  any  time,  indicates  that  the  postal  savings 
there,  which  paid  2^  per  cent,  have  not  lost  but  have  very  largely 
cained  during  this  period.  There  is  a  very  interesting  case  of  the 
lact  that  all  first  effort  helps  every  thrift  enterprise.  Activitiy  on 
the  part  of  one  type  of  savings  plan  immediately  stirs  up  activity 
in  all  the  other  savings  plans  that  are  recognized  in  the  community. 
If  the  savings  banks  get  very  active  the  building  and  loan  associa- 
tions benefit  thereby. 

Mr.  Meter.  Then,  you  agree  with  me  that  an  active  campaign  to 
prom6te  thrift  in  the  Postal  Savings  System  of  the  United  States 
would  promote  thrift  in  every  other  business  and  activity  which 
depends  upon  thrift  ? 

Mr.  Kimball.  Without  the  smallest  possible  question. 

Mr.  Meyer.  So  it  would  be  difficult  to  see  what  injury  could  come 
to  the  existing  institutions  from  such  a  campaign? 

Mr.  Kimball.  I  fail  to  see  any  direction  in  which  added  activity 
on  the  part  of  the  Postal  Savings  System  could  work  any  injury 
to  any  interest. 

Mr.  Meyer.  Now,  then,  do  you  know  of  any  agency  with  which 
the  mass  of  the  people  of  the  country  are  in  more  familiar  and  inti- 
mate contact  than  the  post  office  of  the  United  States  Government  ? 
In  other  words,  do  you  know  any  more  effective  agency  for  promot- 
ing thrift  than  the  post  office  of  the  United  States  Government? 

Mr.  Kimball.  The  two  questions,  Mr.  Meyer,  are  not,  in  my 
opinion,  at  all  the  same.  I  consider  the  post  office  as  an  extremely 
ineffective  mechanism  for  the  promotion  or  thrift. 

Mr.  Meyer.  You  mean  that  it  has  been  ? 

Mr.  Kimball.  I  am  very  much  afraid  that  it  always  will  be. 

Mr.  Meyer.  Well,  if  it  is  ineffective  it  could  not  do  very  much 
harm  at  any  rate  ? 

Mr.  Kimball.  It  certainly  could  do  none.  I  repeat  the  statement 
that  the  more  effective  it  could  be  made  the  better  for  everybody — 
the  better  for  the  savings  banks,  and  the  better  for  all  banking  insti- 
tutions, and  the  better  for  the  people.  There  is  no  question  in  my 
mind  as  to  that. 

Mr.  Meyer.  Just  going  back  to  your  previous  testimonv,  where  you 
showed  that  the  biggest  postal  savings  deposits  were  in  tne  communi- 
ties where  the  already  existing  mutual  and  stock-savings  bank 
facilities  were  large,  do  you  not  think  it  reasonable  to  suppose  that 
in  communities  where  banking  facilities  are  at  a  minimum  or  non- 
existant,  that  those  people  would  be  inclined  to  avail  themselves 
of  postal-savings  facilities  if  they  could  have  them?  If  the  com- 
munities which  have  other  savings  facilities  still  find  a  call  for 
postal-savings  facilities,  is  it  not  reasonable  to  suppose  that  the 
communities  that  lack  those  facilities  would  take  advantage  of 
postal-savings  facilities  if  offered  to  them  ? 


RECONSTRUCTION   AND  PRODUCTION.  647 

Mr.  Kimball.  The  experience  of  the  department,  so  far  as  I  have 
been  able  to  read  it,  would  not  indicate  that  to  be  the  case,  unfortu- 
nate as  it  may  be. 

Mr.  Meyer.  Well,  you  know  that  the  facilities  as  now  offered  are 
not  very  widespread ;  only  a  little  over  10  per  cent  of  the  post  offices 
in  the  coxmtry  are  authorized  to  take  postal-savings  deposits. 

Mr.  Kimball.  As  I  understand  it,  well  over  20  per  cent  were  au- 
thorized— and  many  of  them  in  small  towns. 

Mr.  Meyer.  About  20  per  cent  of  them  were  autborized,  but  they 
closed  down  because  they  were  not  given,  in  my  opinion,  an  oppor- 
tunity to  develop,  and  that  is  also  the  opinion  of  Mr.  FuUaway,  the 
Ajssistant  Director  of  the  Postal  Savings  System;  and  you  yourself 
have  said  that  the  regulations  are  onerous.  Do  you  not  think  that  a 
change  in  the  regulations  might  be  made,  by  which  a  man  who  de- 
posits in  the  Postal  Savings  System  §ets  now  no  interest  unless  his 
money  is  there  for  a  year,  and  gets  no  interest  if  it  is  there  for  three- 
quarters  of  a  year  in  addition  to  one  year?  In  other  words,  if  a  man 
has  a  deposit  foj*  a  year  and  three-quarters,  he  only  gets  a  year's  in- 
terest, as  you  know.  Do  you  know  of  any  private  savings  system, 
including  your  own,  that  compels  a  man  to  forfeit  his  entire  interest 
if  he  has  his  savings  in  that  institution  for  eleven  and  a  half  months  ? 

Mr.  Kimball.  My  answer  to  that,  Mr.  Meyer,  is  that  I  believe  that 
not  only  not  a  majority,  but  not  an  appreciable  proportion  of  the 
postal  savings  deposits  are  put  there  on  account  of  the  interest  rate. 
1  do  not  question  the  injustice  of  it,  however. 

Mr.  Meyer.  You  said  that  the  regulations  were  onerous. 

Mr.  EliMBALL.  They  are. 

Mr.  Meyer.  Yes.  1  am  not  speaking  of  the  rate,  but  I  am  speaking 
of  the  regulation  by  which  a  man  gets  no  interest  for  less  than  a  year, 
or  for  part  of  a  year ;  and  I  am  asking  you  if  you  know  of  any  private 
institution  in  the  savings  business  that  has  such  an  onerous  regula- 
tion in  connection  with  its  business  ? 

Mr.  Kimball.  In  one  department  of  our  business  a  man  gets  no  in- 
terest unless  he  continues  to  save  regularly  for  five  years. 

Mr.  Meyer.  Well,  that  is  a  special  condition? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  That  is  not  a  very  large  department,  is  it  ? 

Mr.  Kimball.  It  is  growing  very  rapidly.  We  allowed  interest 
at  one  time,  and  we  changed  the  regulation  so  that  he  forfeits  all  in- 
terest unless  he  continues  for  five  years.  The  department  has  been 
more  successful  since  that  change  and  is  increasingly  successful  to- 
day.   That  is  quite  a  special  matter ;  yes. 

Sir.  Meyer.  But  you  yourself  said  that  the  ^gulations  in  the  Postal 
Savings  System  are  onerous.  What  regulations  did  you  refer  to,  if 
you  did  not  refer  to  that  which  provides  that  the  man  shall  forfeit 
nis  interest  if  it  is  not  on  deposit  tor  a  year? 

Mr.  Kimball.  The  mechanism  is  difficult  to  handle.  I  have  made 
deposits  in  postal  savings  banks.  A  man  may  not,  for  example,  in 
a  postal  savings  bank — if  he  moves,  he  may  not  move  his  deposit 
without  a  total  loss  of  his  interest,  in  so  far  as  that  goes. 

Mr.  Meyer.  Well,  those  are  some  of  the  regulations  that  I  am  rec- 
ommending should  be  amended. 
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Mr.  Kimball.  I  think  they  should  be,  as  a  matter  of  justice ;  but 
I  do  not  believe  that  matters  connected  with  the  interest  rate— — 

Mr.  Meyer  (interposing).  But  you  were  talking  about  regulations. 

Mr.  Kimball.  Regulations  as  to  the  deposit  of  only  a  limited 
amount  within  one  month,  for  instance. 

Mr.  Meter.  That  has  been  changed  for  many  years. 

Mr.  Kimball.  What  is  the  amount  now  ? 

Mr.  Meyer.  There  is  no  restriction  on  the  amount. 

Mr.  Kimball.  The  amount  per  month  ? 

Mr.  Meyer.  No.  That  was  one  of  the  regulations  which  the  very 
high-drawn  fears  of  the  savings  banks  introduced  into  the  law,  and 
it  was  found  to  be  so  useless,  as  I  mentioned  to  the  committee  when 
I  testified,  that  the  restriction  was  withdrawn. 

Mr.  Kimball.  Well,  the  mechanics  of  the  system 

Mr.  Meyer  (interposing).  So  you  are  in  favor  of  an  amendment 
to  regulations  as  they  stand? 

Mr.  Kimball.  Yes.  I  think  they  are  clumsy  and  inefficient  as  they 
•stand.  ^ 

Mr.  Meyer.  Mr.  Fullaway  testified  that,  so  far  as  the  mechanism 
of  the  system  and  the  more  general  effects  of  the  mechanisin  were 
<x)ncemed,  in  the  course  of  nis  seven  years  as  assistant  director 
he  had  found  practically  no  complaint  with  regard  to  the  mechanism, 
although  he  had  heard  many  complaints  with  regard  to  the  regu- 
lations— and,  of  course,  he  was  constantly  studying  the  system  to 
determine  what  the  difficulties  were,  if  any. 

Mr.  Kimball.  Quite  so. 

Mr.  Meyer.  So,  do  you  think,  then,  that  one  of  the  regulations 
that  should  be  changed  is  that  by  which  no  interest  is  paid  on  de- 
posits for  less  than  one  year,  or  for  part  of  a  year? 

Mr.  Kimball.  I  think,  as  a  matter  of  justice,  that  should  be 
changed ;  yes. 

Mr.  Meyer.  So  that  justice  is  an  element  in  your  mind,  as  well 
as  mine  and  that  of  everybody  else  ? 

Mr.  Kimball.  I  hope  so,  Mr.  Meyer. 

Mr.  Meyer.  Well,  1  am  sure  that  it  is.  I  wish  you  would  go  ahead 
now. 

Mr.  Kimball.  The  effect  of  an  increased  interest  rate  on  an  in- 
crease of  deposits,  I  am  told  by  savings  bank  officials,  is  usually  to 
cause  a  shift  in  the  larger  accounts,  which  are  known  as  investment 
accounts.  In  other  words,  if  an  institution  increase  its  rate  from,  say, 
3J  to  4  per  cent,  its  next  balance  sheet  will  show  an  immediate 
increase  of  deposits ;  but  a  study  of  those  deposits  will  indicate  that 
they  are  mainly  in  the  larger  sums.  On  the  other  hand,  an  increase 
of  deposits  among  the  type  of  people  in  whom  we  are  most  inter- 
ested— the  small  people — shows  that  there  is  very  little  change.  For 
instance,  in  the  last  statement  of  the  Savings  Bank  of  New  York, 
which  I  am  happy  to  say  is  much  more  modem  than^  some  of  my 
other  information  with  respect  to  which  I  have  been  unable  to  get 
the  official  reports — T  have  the  figures  up  to  the  1st  of  July  of  this 
year  on  the  New  York  Savings  Bank;  and  the  most  rapid  increase 
was  shown  in  the  Drydock  Bank,  which  at  that  time  was  the  only 
Zi  per  cent  bank  in  New  York  City.  I  do  not  mean  by  that  that 
the  increase  was  because  of  the  3^  per  cent.  I  merely  mean  that 
Si  per  cent  as  against  4  per  cent  paid  by  the  Bowery  Bank,  which 
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is  only  about  two  blocks  down  the  street,  and  by  many  other  banks, 
which  are  in  the  immediate  neighborhood,  was  not  a  sufficient  impedi- 
ment to  hold  back  that  increase,  once  it  started  to  come.  It  appears 
to  have  very  little  effect. 

It  is  curious  to  note  that  the  only  savings  bank  in  Connecticut 
which  has  gone-  out  of  business  in  the  la^  few  years  is  a  little 
institution  that  paid  6  per  cent.  It  had  assets  of  $1.75  for  every 
dollar  of  liabilities  j  but  there  was  not  sufficient  activity  to  justi^ 
the  officials  in  contmuing  the  concern  in  business,  and  although  it 
paid  6  per  cent  it  just  dried  up  and  quit. 

Mr.  Meyer.  Do  you  infer  from  that  that  if  they  had  paid  2  per 
cent  they  would  have  been  prosperous  and  done  a  great  deal  of 
business? 

Mr.  Kimball.  Oh,  no. 

Mr.  Meyer.  I  was  wondering  what  your  conclusion  was  from 
that? 

Mr.  Kimball.  My  conclusion  was  that  the  interest  rate  is  abso- 
lutely ineffective. 

Mr.  Meyer.  That  is,  in  certain  communities  where  there  is  no 
business  to  be  had,  that  an  increased  interest  rate  would  not  stimu- 
late business  there  ? 

Mr.  Kimball.  Not  a  bit.  I  mean  that  a  change  in  the  interest 
rate  on  the  part  of  savings  institutions  has  an  inappreciable  effect 
on  the  volume  of  small  accounts.  It  has  an  appreciable  effect  in 
the  shifting  of  large  accounts,  but  it  has  virtually  no  bearing  on 
the  creation  of  new  accounts.  I  want  to  be  very  clear  on  that ;  I  do 
not  mean  that  by  decreasing  the  interest  rate  that  you  decrease  your 
deposits  or  that  you  increase  them ;  I  merely,  mean  that  a  change  in 
the  interest  rate  is  ineffective  in  changing  the  number  of  deposits, 
or  the  amount  of  the  deposits  appreciably,  except  in  the  larger  units. 

Mr.  Meyer.  What  is  there  peculiar  to  savings  bank  depositors  that 
makes  them  so  indifferent  to  the  return  on  their  capital,  as  compared 
to  well-recognized  motives  on  the  part  of  other  people?  Do  not  sav- 
ings bank  depositors  care  for  money?  Apparently  they  do,  or  they 
would  not  put  it  in  the  savings  banks.  1  can  not  quite  understand 
the  complete  indifference  to  the  return  on  the  investment  funds  or 
savings  funds  on  the  part  of  a  particular  class,  which  you  segregate 
and  say  do  not  have  the  motives  which  are  known  to  actuate  the 
balance  of  the  population. 

Mr.  Kimball.  I  think,  Mr.  Meyer,  that  perhaps  the  crux  of  the 
whole  situation  lies  in  the  question  that  you  have  just  asked.  While 
it  is  undoubtedly  true  that  people  with  a  small  amount  of  money 
are  much  more  careless  with  their  money  than,  as  a  rule,  are  people 
with  larger  means — in  other  words,  the  tendency  to  display  extrava- 
gance among  people  who  have  small  sums  is  very  much  greater  than 
it  is  among  people  who  have  more  money — I  think  the  main  reason 
that  the  interest  rate  is  so  ineffective  in  affecting  small  depositors  is 
because  they  are  j>recisely  like  the  large  depositor.  Everything  is  a 
matter  of  comparison.  If  I  were  to  offer  you  50  cents  to  go  from 
here  to  the  Battery,  you  would  first  consider  the  cost  of  transporta- 
tion ;  secondly,  the  value  of  your  time ;  third,  the  amount  of  trouble 
called  for  by  the  trip,  and  you  would  consider  50  cents  an  inadequate 
payment  for  that  trip.  Now,  50  cents  is  5  per  cent  on  $10.  If  I 
were  to  offer  you  $5,000,000  to  go  from  here  to  the  Battery,  I  am  in- 
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clined  to  think  that  you  would  consider  the  proposition  seriously,  if 
you  believed  that  there  was  a  chance  of  your  getting  the  money.  Yet 
$5,000,000  is  5  per  cent  on  $100,000,000. 

Mr.  Meyer.  How  can  you  maintain  both  positions  ? 

Mr.  Kimball.  If  you  will  permit  me  to  finish 

Mr.  Meyer.  Yes ;  go  ahead. 

Mr.  Ki^iBALL.  The  wage  earner  goes  to  the  savings  bank  to  deposit 
a  hundred  dollars.  He  does  not  go  to  deposit  two  or  three  or  five 
dollars.  As  a  matter  of  fact,  he  usually  goes  to  deposit  more  than  a 
hundred  dollars.  The  reason  he  does  not  go  oftener,  and  is  willing 
to  lose  the  interest  on  his  money  which  has  been  accumulating  in  a 
bureau  drawer,  or  somewhere  else,  is  because  it  has  not  been  worth 
his  while  either  to  protect  the  smaller  sum  or  for  the  interest  return 
which  the  smaller  sum  w^ould  bring  him  to  go  there.  Now,  the  differ- 
ence between  interest  at  3^  and  interest  at  4  per  cent  on  $100  in  a 
year  is  50  cents.  Yet  it  requires  much  more  than  50  cents'  worth  of 
time  to  go  to  a  savings  bank — to  say  nothing  of  the  effort — to  go  to 
a  savings  bank  and  make  that  deposit.'  If  he  can  go  to  a  savings 
bank  which  is  nearer,  which  is  easier,  with  which  he  is  more  familiar, 
the  difference  of  50  cents  a  year  from  now  is  nothing  in  comparison 
to  the  difference  in  effort  at  this  moment. 

Mr.  Meyer.  OIl  it  is  a  matter  of  ease  ? 

Mr.  Kimball.  It  is  a  matter  of  comparison.  The  amounts  are  so 
small  that  the  difference  in  the  interest  rate  is  virtually  nil. 

Mr.  Meyer.  It  is  a  matter  of  ease  in  doing  business,  to  some  ex- 
tent, you  feel,  do  you? 

Mr.  Kimball.  To  a  very  large  extent,  Mr.  Meyer. 

Mr.  Meyer.  You  know  that  in  these  rural  communities  there  are 
millions  of  people  who  go  daily  to  the  post  office  now,  as  it  is,  do  you 
not? 

Mr.  Kimball.  Quite  true. 

Mr.  Meyer.  And  it  would  be  no  additional  trouble  for  the  man 
visiting  the  post  office,  as  he  does  daily,  to  do  a  little  postal-savings 
depositing  with  the  post  office  with  which  he  is  in  daily  contact  ? 

Mr.  Kimball.  Very  little. 

Mr.  Meyer.  So  it  would  not  be  any  additional  trouble,  and  it  is 
an  agency  with  which  he  is  already  in  daily  contact? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  that  is  true  of  millions  of  people. 

Mr.  Kimball.  Yes ;  and  not  only  that,  but  the  man  in  the  country 
buys  postal  inoney  orders  to  send  off  to  Montgomery,  Ward  &  Co., 
and  other  mail-order  houses,  and  things  of  that  kind.^ 

Mr.  Meyer.  So,  in  the  extension  of  the  Postal  Savings  System 
there  would  be  no  objection  from  the  standpoint  of  convenience? 

Mr.  Kimball.  I  see  no  objection  whatever.  The  extension  of  the 
Postal  Savings  System  in  every  way  that  it  can  be  extended  is,  in  my 
opinion,  a  highly  desirable  thing.  I  have  merely  said  that  I  do  not 
believe  that  the  mere  extension  of  the  system  will  result  in  the  enor- 
mous increase  of  deposits  that  has  been  suggested,  or  in  anything  ap- 
proximating it. 

Mr.  Meyer.  Mr.  Chairman,  when  I  gave  an  estimate  of  what  I 
thought  miffht  be  done,  I  told  you  that  was  merely  my  opinion,  and 
T  also  stated,  if  you  will  remember,  that  in  my  opinion  it  would  de- 


RECONSTRUCTION   AND  PRODUCTION.  651 

pend  entirely  on  a  proper  amendment  of  the  onerous  regulations,  and 
on  the  spirit  of  efficiency  in  the  management  of  it,  and  a  desire  to  ac- 
complish results. 

Mr.  Ejcmball.  There,  I  think,  you  have  hit  upon  the  strongest 
point,  Mr.  Meyer. 

Mr.  Meyer.  I  have  not  said  that  anybody  can  predict  with  absolute 
certainty  what  will  happen  in  the  future,  but  I  would  like  to  recall  to 
your  mind,  Mr.  Kimball,  the  fact  that  before  the  (Tovernment  went 
into  the  war-loan  business,  through  necessity,  the  maximum  number 
of  bond  buyers  in  this  country,  estimated  by  the  investment  organiza- 
tions, was  440,000,  if  I  remember  the  figure  aright — and  I  think  I 
do.  There  were  subscribers  reported  to  one  of  the  Liberty  loans 
amounting  to  about  20,000,000,  showing,  of  course,  to  some  extent, 
the  eflFect  of  the  patriotic  impulse,  but,  to  a  great  extent  also  the 
ability  of  the  Government  in  organizing  something  on  a  scale  that 
could  not  be  organized  privately,  or  never  was. 

It  may  also  interest  you  to  know,  if  you  do  not  know  it  already, 
that  the  highe^st  estimate  made  by  the  most  optimistic  banker  at  the 
time  of  the  first  Liberty  loan,  when  estimates  were  being  asked  as  to 
what  might  be  raised  in  the  countrv,  was  $500,000,000.  They  ranged 
from  $100,000,000  to  $r>00,000,00O^and  $500,000,000  was  the  maxi- 
mum. The  subscriptions  to  the  first  Liberty  loan  were  $3,000,000,000, 
with  a  very  little  campaigning  and  very  little  organization,  as  com- 
pared to  what  was  developed  afterwards.  I  am  saying  that  because 
while  you  say  that  vou  do  not  agree  with  my  estimates — and  you  have 
a  perfect  right  to  (disagree  with  them — I  also  say  that  the  other  esti- 
mates with  regard  to  the  possibilities  of  Government  inculcation  of 
ideas  with  regard  to  investment  and  thrift,  have  been  very  much 
under  what  the  subsequent  developments  showed. 

Mr.  Kimball.  You  are  quite  right.  There  is  no  question  about 
that. 

Mr.  Meyer.  So  I  do  not  feel  that  whether  you  agree  or  I  agree  on 
a  figure  that  it  has  anything  to  do  with  the  proposition  as  to  whether 
or  not  certain  things  should  be  done.  Maybe  it  would  not  raise  two 
and  a  half  billion  dollars 

Mr.  Kimball  (interposing).  Oh,  the  two  and  a  half  billion  could 
be  raised. 

Mr.  Meyer.  Maybe  it  would  raise  more.  Nobody  can  tell  before- 
hand. But  that  has  nothing  to  do  with  the  question,  from  the  point 
of  view  of  the  public  interest,  as  to  whether  or  not  certain  things  that 
I  have  recommended  should  or  should  not  be  done.  I  am  not  pre- 
pared, as  no  one  could  be  prepared  to  prove  in  advance  what  could 
be  done;  but  whether  certain  things  that  are  proposed  and  recom- 
mended tend  in  the  right  direction  is  an  entirely  different  question. 

Mr.  Kimball.  Mr.  Meyer  and  Senator  Calder,  perhaps  at  this  point 
I  should  ask  whether  such  testimony  as  you  want  from  me  bears 
solely  on  the  revision  of  the  Postal  Savings  regulations  with  regard 
to  an  increase  of  thrift,  or  whether  the  committee  wishes  to  know 
whether  I  believe  thrift  could  be  so  advanced  as  to  make  Mr.  Meyer's 
estimate  seem  modest  ?  If  there  are  ways  which  might  be  suggested 
that  would  serve  greatly  to  increase  not  only  the  temporary  savings 
of  the  postal  and  other  savings  institutions,  but  to  increase  the  per- 
manent investment  fund,  it  has  seemed  to  me  that  it  might  be  worth 
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the  while  of  the  committee  to  investigate  them.  It  did  not  seem  to 
me  that  the  committee  was  interested  solely  in  suggestions  as  to  the 
effectiveness  of  one  or  more  changes  in  the  existing  Postal  Savings 
law.  You  will  realize  that  I  came  before  you  quite  informally,  in 
response  to  a  telephone  communication.  I  have  no  definite  knowl- 
edge of  the  scope  of  your  investigation,  but  I  have  assumed  from  the 
word  "  reconstruction  "  that  it  has  to  do  more  with  the  general  prop- 
ositon  of  increase  of  thrift  than  with  the  specific  proposition  of  in- 
creasing it  by  certain  means,  namely,  by  an  increase  of  the  Postal 
Savings  rate  of  interest,  and  the  removal  of  onerous  restrictions.  Am 
1  correct  in  that? 

The  Chairman.  You  are  correct,  sir. 

Mr.  Kimball.  Thank  you. 

The  Chairman.  We  have  been  considering  this  proposition  of 
Mr.  Meyer's,  which  appears  to  the  committee  as  having  a  great  deal 
of  merit,  but  we  will  be  more  than  pleased  to  have  you  propose  here 
anything  that  you  have  in  your  mind  that  vou  think  would  be  help- 
ful in  encouraging  thrift  on  the  part  of  the  people.  That  is  what 
we  want. 

Mr.  Kimball.  Thank  you.  Senator. 

The  Chairman.  That  is  the  purpose  of  our  inquiry. 

Mr.  Meyer.  I  am  sure,  Mr.  Chairman,  that  the  committee  wants 
to  hear  everything  on  the  subject. 

The  Chairman.  Yes ;  of  course  we  do. 

Mr.  Meyer.  But  the  particular  point  of  Mr.  Kimball's  appear- 
ance at  this  particular  time  was  to  ask  him  why  he  thought  the 
recommendations  proposed  were  not  advisable,  if  he  thought  so, 
as  he  was  quoted  or  appeared  to  be  quoted.  I  think  that  we  want  to 
discuss  both  the  advisability  of  the  recommendations,  or  the  inad- 
visability,  as  well  as  the  whole  subject  of  thrift. 

The  Chairman.  Undoubtedly. 

Mr.  Meyer.  There  is  nothing  exclusive  about  it.  On  the  other 
hand,  you  would  be  interested  in  having  views  particular!}^  with 
reference  to  this  proposal  ? 

The  Chairman.  Certainly.  Mr.  Kimball,  I  know  you  have  de- 
voted most  of  your  life  to  just  these  very  questions — the  subject  of 
the  encouragement  of  savings  on  the  part  of  the  people. 

Mr.  Kimball.  Yes. 

The  Chairman.  As  you  have  said  earlier  in  your  testimony,  it  is 
the  one  thing  that  America  and  all  the  world  needs  to-day — the 
encouragement  of  saving  on  the  part  of  all  the  people — labor,  busi- 
ness men,  and  every  one. 

Mr.  Kimball.  Yes. 

The  Chairman.  If  we  could  accomplish  that,  we  could  get  put  of 
our  troubles  a  great  deal  quicker. 

Mr.  Kimball.  Yes;  I  think  that  is  perfectly  true.  I  want  to  say 
that  if  I  was  quoted  in  a  newspaper,  Mr.  Meyer,  as  saying  that  I 
opposed  the  suggestions  that  you  had  made,  I  was  misquoted.  What 
I  said  was  that  I  was  afraia,  from  all  that  I  could  discover  :?roin 
similar  experiments,  that  the  changes  suggested  would  not  result 
as  it  had  been  hoped,  and,  as  a  matter  of  lact,  owing  to  the  more  or 
less  prejudiced  condition  in  the  minds  of  a  great  many  banken'S,  I 
think  it  is  quite  conceivable  that  too  great  a  change  in  the  postal 
savings  regulations,  just  though  they  might  be,  might  operate  to 
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stir  up  such  a  lot  of  opposition  that  they  would  be  much  less  effective 
than  thev  really  ought  to  be. 

Mr.  Meyer.  How  would  the  prejudice  of  bankers  affect  it?  Do 
you  mean  they  would  be  able  to  interfere  with  the  passage  of  laws 
and  regulations  of  the  right  kind,  or  that  they  would  interfere  with 
the  operation  of  them  afterwards?  I  may  say  that  very  many  large 
bankers  are  in  entire  accord  with  the  program.  You  happen  to 
know  some  who  are  opposed  to  it,  but  I  Imow  others  who  are  in 
favor  of  it. 

Mr.  Kimball.  Oh,  the  large  bankers  are  in  favor  always  of  every 
plan  which  looks  as  though  it  might,  in  the  best  way,  encourage 
thrift.  Unfortunately,  the  large  banker  is  not  the  banker  with  whom 
the  public  at  large  has  to  deal. 

Mr.  Meyer.  Well,  they  think  of  public  problems  in  a  large  way, 
necessarily-? 

Mr.  Kimball.  A  man  like  John  PuUeyn,  president  of  the  Emigrant 
Industrial  Saving  Bank,  is  strongly  in  favor  of  every  plan  for  the 
encouragement  oi  thrift,  whether  it  be  a  Government  plan  or  a  pri- 
vate plan. 

Innumerable  bankers,  men  operating  small  institutions — and  some- 
times prett^j  important  ones — some,  I  regret  to  say,  operating  very 
large  ones  right  here  in  this  town — are  viciously  opposed  to  the  pres- 
ent war  savings  and  thrift  certificates  proposition.  They  have  oeen 
instrumental  m  keeping  large  employers  from  adopting  those  plans 
for  the  encouragement  of  thrift;  they  have  thought  that  the  only 
thing  that  was  worthy  of  consideration  was  that  which  led  imme- 
diately across  their  own  individual  deposit  windows,  and  those  men 
throughout  the  country — not  the  large  ones,  not  the  important  ones, 
not  the  influential  ones — because  they  are  all  broad-minded  men — 
but  the  small  banker  is  unfortunately  only  too  influential,  both 
politically  and  industrially  in  his  own  bailiwick — I  do  not  know 
whether  you  have  come  into  much  contact  with  him. 

Mr.  Meyer.  I  have  met  a  fairly  representative  number  of  bankers 
from  representative  sections  of  the  country. 

Mr.  Kimball.  I  mean  the  small  back-country  banker. 

The  Chairman.  Mr.  Kimball,  would  it  not  be  well  for  us  to  go  on 
and  have  your  criticism  of  Mr.  Meyer's  proposition,  and  then  the 
committee  would  be  very  glad. to  have  any  suggestions  you  have  to 
make? 

Mr.  Kimball.  I  should  like  to  go  on.  Senator,  thank  you. 

The  Chairman.  Then,  proceed. 

Mr.  Kimball.  I  think  one  of  the  most  interesting  things  that  I  have 
come  across  in  this  entire  situation  on  interest  rate  has  been  the  cry 
of  the  agitator  who,  in  a  great  many  instances — in  Detroit,  as  you 
probably  know,  the  average  rate  of  interest  is  3.65  per  cent.  They 
pay  a  penny  a  day  on  a  hundred  dollars — the  savings  banks  pay  it. 
The  interest  rate,  as  you  know,  varies  in  many  cities.  In  Chicago  the 
going  rate  is  3  per  cent. 

The  Chairman.  It  is  not  the  practice  in  Detroit  to  pay  daily  in- 
terest, is  it? 

Mr.  Kimball.  No;  but  they  figure  it  that  way.  That  is  like  the  old 
3.65  and  7.30  rate  bonds  of  the  war  period,  or  the  currency.  The  agi- 
tators in  Detroit,  where  they  are  very  active,  find  a  man  saving  $2  a 
week  and  they  laugh  at  him  because  they  say,  "  You  see  Jack  over 
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there ;  he  saves  $2  a  week ;  he  will  not  take  his  family  to  the  movies ; 
and  if  he  keeps  it  up  for  a  year,  he  will  get  a  penny  a  day.  Jack  is  a 
penny-a-day  man."  In  other  words,  they  try,  by  ridicule,  to  prevent 
the  accumulation  of  funds,  because  the  agitator  realizes  more  clearly 
than  we  do  the  fact  that  a  man  who  has  property  is  a  very  difficult 
person  to  agitate. 

The  point  of  interest  rate  and  of  distribution  I  think  I  have 
covered. 

The  next  point,  it  seems  to  me,  is  one  that  Mr.  Meyer  himself  just 
brought  up — to  what  extent  does  salesmanship  increase  savings? 
Salesmanship  is  a  large  term.  A  postmaster  who  is  active  and  in- 
terested might  well  be  a  powerful  salesman.  While  I  have  not  given 
the  Postal  Savings  System  sufficient  study  in  detail  to  form  a  definite 
opinion,  I  should  incline  to  the  belief  that  of  two  banks  in  similar 
communities  one  might  be  extremely  successful  and  the  other  might 
be  extremely  unsuccessful  and  inactive,  depending  entirely  on  the 
activity  and  the  interest  on  the  part  of  the  man  at  the  head  of  that 
local  office.    Is  that  not  true,  Mr.  Meyer? 

Mr.  Meyer.  Undoubtedly,  yes ;  and  you  may  be  interested  to  know, 
Mr.  Kimball,  that  one  of  the  recommendations  that  I  made  to  the 
committee  was  that  the  postmasters  who  are  not  now  given  credit  in 
counting  the  savings  business  of  the  local  post  offices  on  which  the 
rating  which  determines  their  pay  is  based  should  be  given  recogni- 
tion in  a  reasonable  way  for  that  work,  because  as  it  is  now  the  pres- 
ent regulation  makes  postmasters  interested  in  having  no  postal  sav- 
ings, if  possible.  They  are  not  even  neutral  on  it ;  they  are  not  even 
indifferent  to  it. 

Mr.  Kimball.  Unless  there  has  been  a  great  change  in  the  regula- 
tion since  I  was  familiar  with  them,  postal  saving  deposits,  which 
have  to  be  split  up,  as  I  understand  it,  between  a  whole  lot  of  Federal 
reserve  banks  daily,  must  be  an  infernal  nuisance  to  the  postmaster. 

Mr.  Meyer.  I  do  not  think  that  particular  feature  has  bothered 
them  so  much,  because  as  it  is  now,  in  the  village  where  I  live,  or  near 
where  I  live,  the  postmaster  tells  me  that  he  simply  sends  the  money 
to  the  postmaster  in  New  York,  under  the  regulations,  and  in  New 
York  it  is  distributed  to  the  banks  by  the  postmaster  here. 

Mr.  Kimball.  That  is  because  there  are  no  Federal  reserve  banks 
in  or  near  that  city  ? 

Mr.  Meyer.  Yes;  that  happens  to  be  the  reason  in  that  case;  but 
certainly  no  one  likes  to  have  a  lot  of  work  and  a  lot  of  responsi- 
bility without  any  compensation  or  recognition  for  it. 

Mr.  Kimball.  Oh,  no. 

Mr.  Meyer.  And  the  present  regulation,  you  will  agree  with  me, 
I  infer,  is  effective  in  preventing  salesnvanship  and  activity  on  the 
part  of  the  postmaster? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  Or  even  to  stimulate  him  to  discourage  and  avoid  the 

business? 

Mr.  Kimball.  I  know  that  to  be  a  fact. 

Mr.  Meyer.  And  it  is  a  very  important  and  interesting  fact. 

Mr.  Kimball.  I  know  that  by  conversing  with  postmasters  in  all 
towns. 
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Mr.  Meter.  They  had  rather  not  have  the  postal  savings  deposits, 
because  it  is  simply  an  additional  burden  and  trouble  to  them  without 
compensation  or  recognition  for  it. 

Mr:  Kimball.  Yes ;  and  without  credit. 

Mr.  Meter.  And  you  think  that  regulation  should  be  changed  ? 

Mr.  Kimball.  Yes. 

Mr.  Meter.  That  was  one  of  my  recommendations. 

Mr.  Kimball.  Mr.  Meyer  brought  up  the  huge  success  of  Govern- 
ment in  the  flotation  of  the  various  Liberty  loans.  That  success,  in 
my  opinion,  came  about  entirely  through  the  bringing  together  of 
probably  the  most  extraordinary  sales  organization  that  was  ever 
brought  together  in  the  world  anywhere.  The  banks  and  the  invest- 
ment houses  were  drawn  upon  very  freely;  the  manufacturers  and 
employers  were  impressed  into  the  service ;  the  best  sales  brains  and 
an  incalculable  amount  of  sales  energy  were  thrown  into  those  cam- 
paigns, with  a  constantly  increasing  result.  The  effect  of  salesman- 
ship on  straight  thrift  is  difficult  to  measure,  because  there  has  been 
very  little  in  this  country  of  salesmanship  applied  to  straight  thrift. 
There  are  organizations  in  this  country  which  will  undertake,  at  the 
rate  of  $3,500  a  thousand,  to  secure  savings  bank  accounts.  That 
is  quite  e3d;raordinary — and  they  deliver,  too.  The  experience  in 
France  was  quite  extraordinary  and  very  marked  on  that  subject. 
About  1890  the  great  French  banking  institutions  began  going  out 
into  the  market  selling  bonds.  Their  success  was  so  great  that  one 
form  of  Government  security  which  had  hitherto  been  sold  in  France 
virtually  went  out  of  the  market  entirely.  It  is  probable  that  the 
French  banking  houses  have  disposed — I  am  speaking  of  before  the 
war,  because  the  war  figures  on  these  matters  are  all  deceptive ;  gov- 
ernmental loans  and  things  of  that  kind  are  all  deception — but  before 
the  war  it  is  probable  that  the  French  banking  houses  had  sold  in 
bonds,  prepared  especially  for  the  small  investor,  to  be  attractive  to 
him,  well  over  40,000,000,000  francs.  That  does  not  take  into  account 
the  bonds  of  the  Credit  Francaise,  which,  as  you  know,  is  an  institu- 
tion through  which  all  French  cities,  with  the  exception  of  Paris, 
and  great  numbers  of  French  individuals  borrow  on  lands  or  cor- 
porate obligations,  which  are  distributed  largely  through  the  banks 
to  the  small  holders.  The  sales  of  securities  in  France  probably  repre- 
sent a  total  at  least  fifteen  times  as  great  as  the  total  deposits  in  all 
of  the  French  savings  banks,  postal  and  private.  In  other  words, 
while  the  savings  bank  deposits  are,  roughly,  6,000.000,000  francs, 
I  think  a  conservative  figure  as  an  estimate  of  the  holdings  of  the 
small  people  in  bonds  would  be  90,000,000,000  francs.  The  growth  of 
life  insurance — and  here,  again,  we  come  to  the  interest  rate  in  an 
indirect  way 

Mr.  Miller  (interposing).  Have  you  finished  with  France? 

Mr.  Kimball.  Yes ;  I  think  so.     Why  ? 

Mr.  Miller.  I  wanted  to  make  a  comment  as  to  some  information 
that  I  secured,  that  the  postal-savings  rate  in  France  was  4  per  cent 
for  three  months  and  4J  per  cent  for  six  months  and  5  per  cent  for 
a  year,  and  that  if  a  man  should  keep  his  deposit  there  for  seven 
months  it  would  be  at  a  rate  for  six  months.  It  would  appear  that 
that  interest  rate,  which  is  much  higher  than  ours,  is  no  deterrent 
to  the  operations  of  the  French  savings  banks. 
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Mr.  Kimball.  That  must  be  a  very  recent  regulation. 

Mr.  Miller.  I  can  not  say  how  recent  it  is. 

Mr.  Kimball.  Because  my  studies  of  the  French  postal  system, 
which  cover  all  the  reports  irom  the  beginning  of  the  system  up  to 
1914,  and  some  later  than  that,  did  not  take  mtg  account  any  such 
mterest  rate. 

Mr.  Meter.  Every  Frenchman  is  educated  to  buy  the  French  rentes, 
ivhich  have  some  features  differing  from  bonds  m  this  country,  be- 
cause you  can  go  and  have  yourself  "  aspree,"  as  they  call  it,  which 
means  nothing  more  than  that  your  name  is  put  down  in  the  local 
Government  office  in  a  book — it  may  be  the  post  office,  for  all  that  I 
know — and  it  has  a  good  deal  in  common  with  a  savings  deposit.  Of 
course,  it  is  salable,  but  there  is  not  any  danger  of  its  being  lost,  as  is 
here  if  it  is  not  registered. 

Mr.  Kimball.  On  the  other  hand,  the  French  Government  offers  a 
higher  rate  of  interest  if  it  is  registered.  I  am  speaking  of  before  the 
war,  under  peace  conditions. 

Mr.  Meyer.  Yes. 

Mr.  Kimball.  It  offers  a  higher  rate  of  interest  solely  for  the  pur- 
pose of  securing  registration,  and  even  that  higher  rate  of  interest 
was  not  able  to  induce  anything  like  the  majority  of  the  holders  of 
French  rentes  to  inscribe  their  ^nds.  Moreover,  the  total  of  French 
rentes  in  the  hands  of  the  people  is,  I  should  say,  well  under  25  per 
cent  of  the  total  of  the  investments  in  the  hands  of  the  French  people. 

Mr.  Meyer.  I  think  that  is  very  interesting,  but  how  does  it  bear 
on  the  situation  here? 

Mr.  Miller.  The  reason  that  I  raised  the  question  is  that  the  inter- 
est rate  in  France  is  higher  than  it  is  here,  and  yet  they  are  very  pros- 
perous in  other  lines  of  savings  there,  and  the  high  rate  does  not  seem 
to  affect  the  situation  at  all. 

Mr.  Kimball.  Of  course,  the  French  savings  are  not  one-fifth  of  the 
savings  in  this  country  in  gross. 

Mr.  Miller.  Per  capita? 

Mr.  Kimball.  The  proportionate  number  of  depositors  is  very  much 
greater  there,  but  about  40  per  cent  of  the  depositors  in  French  savings 
banks  are  minors. 

The  Chairman.  As  I  gather  from  your  statement  this  morning, 
Mr.  Kimball,  while  you  believe  if  the  laws  and  regulations  concern- 
ing postal-savings  banks  were  changed  so  as  to  make  it  easier  to 
deposit  money  and  to  afford  higher  rates  of  interest,  and  would  im- 
doubtedly  increase  them  a  great  deal 

Mr.  Kimball  (interposing).  I  should  reserve  the  interest  rate  as 
having  a  very  small  effect. 

The  Chairman.  You  think  an  increase  in  the  interest  rate  would 
have  a  very  small  effect? 

Mr.  Kimball.  Yes. 

The  Chairman.  Even  if  all  these  things  happen,  it  will  not  mate- 
rially affect  the  deposits? 

Mr.  Kimball.  I  think  not  materially,  except  in  the  larger  units, 
which  is  a  shifting  of  deposits.  An  increase  in  the  interest  rate  will 
not  materially  create  postal-savings  accounts.  It  may  shift  savings- 
bank  accounts  from  other  institutions,  but  not  appreciably.  I  think 
Mr.  Meyer's  other  suggestion  of  making  it  worth  while  for  the  post- 
master and  showing  an  interest  in  the  organization,  without  any 
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change,  if  that  were  necessary,  would  be  more  effective  than  a  change 
of  the  rate. 

The  Chairman.  You  think  if  that  were  done,  making  it  worth 
while  for  the  postmaster,  that  it  would  be  effective,  and  that  it  would 
be  feasible  to  operate  these  postal-savings  banks  in  all  of  the  small 
pest  offices  of  the  country  and  the  out-of-the-way  places  of  the  United 
States  i 

Mr.  Kimball.  The  individual  postmaster  in  the  very  small  place 
is  generally,  even  when  energized,  not  ver^^  energetic,  but  I  think  that 
is  the  only  way  in  which  they  could  be  built  up  to  an  appreciable  ex- 
tent; that  is,  by  making  it  worth  the  postmaster's  while,  either  in 
credit  or  in  some  other  way.  It  is  questionable  whether  it  could  be 
made  so  in  money,  but  in  some  way  or  other,  so  that  it  would  redound 
to  his  credit  ana  interest  him  in  the  situation.  I  think  a  bureau  in 
Washington  that  could  interest  the  postmasters  and  keep  them  alive 
to  the  situation  would  do  a  lot  of  good,  undoubtedly.  I  do  not  know 
what  your  time  for  adjournment  is,  Senator. 

The  Chairman.  You  have  about  half  an  hour  more. 

Mr.  Kimball.  I  will  require  only  a  very  short  while  to  finish. 

The  Chairman.  Proceed. 

Mr.  Kimball.  I  would  like  to  get  back  to  one  constructive  sugges- 
tion— I  am  afraid  that  most  I  have  said  seems  destructive  and  dis- 
couraging. 

The  Chairman.  That  is  all  right,  sir. 

Mr.  Kimball.  I  do  not  mean  that  it  should.  In  the  matter  of 
salesmanship,  before  I  get  away  from  it,  because  it  is  of  vital  impor- 
tance, I  should  like  to  bring  out  one  point.  The  State  of  Massachu- 
setts, as  you  probably  know,  following  Mr.  Gladstone's  attempt  in 
Great  Britain,  in  1907  set  up  an  industrial  insurance  business  of  its 
own.  The  object  of  that  was  to  supply  insurance  to  the  small  people, 
which  is  very,  very  costly  as  compared  with  the  insurance  that  you 
and  I  buy,  or  what  is  called  ordinary  insurance,  at  a  much  less  price. 
The  device  for  doing  that  was  leaving  off  the  cost  of  solicitation  and 
collection — mainly  solicitation,  which  is  very  costly.  By  doing  that 
the  State  succeeded  in  reducing  the  premium  to  the  workingraan 
more  than  35  per  cent.  In  other  words,  roughly,  a  workingman 
could  buy  from  the  State  of  Massachusetts  for  $2  the  same  protection 
for  which  he  paid  the  commercial  companies  $3.  After  10  years  of 
operation,  so  that  the  plan  is  no  longer  an  experiment,  last  vear  the 
State  of  Massachusetts  wrote  1,253  policies.  In  the  same  time  the 
industrial  companies,  at  a  50  per  cent  higher  rate,  which  is  com- 
parable to  the  difference  in  interest  rate,  with  the  use  of  solicitation, 
on  which  they  had  spent  this  additional  amount  of  money,  wrote 
124,000  policies — more  than  one  hundred  times  as  many. 

The  Equitable  Life  Insurance  Co.  of  London  is  175  years  old,  and 
is  very  strong.  It  is  conducted  precisely  as  are  all  life  insurance  com- 
panies, but  it  does  not  solicit  business.  It  makes  no  effort  to  get  busi- 
ness. It  is  open  from  10  to  4,  like  a  savings  bank.  The  business 
done  by  that  concern  is  less  than  one-third  of  1  per  cent  as  great  as 
the  business  done  by  the  Equitable  in  New  York— which  is  not  the 
largest  company  in  this  country,  but  I  merely  took  the  two  companies 
because  they  were  of  the  same  name.  The  only  difference  in  their 
work  is  that  the  Equitable  of  London  does  not  solicit  business,  while 
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the  Equitable  of  New  York  does.  In  other  words,  life  insurance  has 
to-day  about  $6,000,000,000  of  assets,  which  constitute  a  huge  savings 
fund,  because  of  the  active  day  by  day  solicitation.  The  president  of 
one  life  insurance  company  in  New  York,  when  I  asked  him  to  what 
extent  he  attributed  the  success  of  his  company  to  solicitation,  laughed 
and  said,  "If  a  man  came  into  the  office  and  offered  to  buy  an  in- 
surance policy,  and  was  not  brought  in  by  an  agent,  we  should  think 
there  was  something  the  matter  with  him,  and  we  would,  almost  auto- 
matically, decline  him." 

Mr.  Meyer.  May  I  just  ask  a  question?  The  element  of  salesman- 
ship is  an  important  item  in  the  promotion  of  thrift,  as  it  is  in  other 
business.  Is  there  anything  in  this  plan  which  interferes  with  the 
salesmanship  of  any  legitimate  thrift  industry? 

Mr.  KiMBAix.  Not  in  the  least. 

Mr.  Meyer.  And  is  there  anything  which  this  committee  can  do 
to  help  in  a  constructive  way  along  the  line  of  the  ideas  that  you  are 
discussing? 

Mr.  Kimball.  I  think  so. 

Mr.  Meyer.  I  was  just  wondering  what  the  Senate  Committee  on 
Keconstruction  and  Production  could  do  with  regard  to  the  sales- 
manship involved  in  personal  solicitation  for  private  enterprises.  It 
does  not  seem  to  me  that  it  could  do  anything,  and  I  would  like  to 
ask  Mr.  Kimball  if  he  would  point  out  what  could  be  done? 

Mr.  Kimball.  I  hope  so.  I  will  put  aside,  because  of  the  limit  of 
time,  the  question  as  to  the  permanence  of  savings  banks  deposits, 
especially  those  in  the  Postal  System.  It  has  been  testified  here, 
although  I  did  not  know  of  it  before,  that  62  per  cent  of  the  accounts 
are  closed  within  the  period  of  the  first  year. 

Mr.  Meyer.  Not  62  per  cent  of  the  accounts,  I  think,  Mr.  Kimball ; 
but  62  per  cent  of  the  deposits  made  during  a  year  might  be  with- 
drawn during  the  year. 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  But,  of  course,  the  growth  of  the  number  of  accounts 
is  steady  year  by  year. 

Mr.  Kimball.  Yes;  there  is  no  question  about  that.  That  is  true 
in  all  savings  institutions,  but  it  is  also  true  that  savings  banks  are' 
not  a  permanent  form  of  investment,  or  do  not  constitute  permanent 
investment  f imds,  except  in  exceptional  cases.  There  are  a  lot  of  old 
ladies  in  Massachusetts  who  have  30  or  40  savings  bank  accounts,  up 
to  the  limit,  and  who  draw  their  interest  and  live  on  it.  There  are 
many  of  those,  but  in  the  main  savings  banks'  accounts  do  not  last 
on  an  average  more  tlian  five  years,  and  the  withdrawals  from  any 
savings  bank  are  approximately  20  per  cent  of  its  total  resources — 
from  20  to  "ji)  per  cent  of  the  total  resources — every  year.  The  aver- 
age savings  bank  depositor,  as  I  have  said,  does  not  go  to  the  savings 
l)ank  once  a  year,  and  his  average  transaction  is  from  $60  to  $200. 
It  is  not  the  small  thrift  push  that  we  are  driving  at. 

I  have  set  up  a  question  here:  "In  what  way  may  the  Govern- 
ment, by  direct  action,  increase  savings  throughout;^  the  co\intry?  " 
I  think  that  is  a  question  that  is  pertinent. 

Such  study  as  I  have  been  able  to  make  of  the  operation  of  the 
Federal  reserve  act  indicates  that  whatever  the  Federal  Reserve 
Board  has  undertaken  to  accom])lish,  it  has  been  successful  in  accom- 
l)lishing  it,  entirely  by  showing  the  banks  the  profit  that  could  be 
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made  in  these  directions.  The  exhortations  of  the  Federal  reserve 
bank  are  not  nearly  so  effective  as  those  provisions  of  the  Federal 
reserve  act  under  which  the  banks  may,  by  certain  forms  of  transac- 
tions which  tlie  Federal  Reserve  Board  considers  desirable,  directly 
profit.  A  few  years  ago  the  trade  acceptance  was  not  known  in  this 
country,  as  a  general  thing.  To-day,  however,  the  trade  acceptance 
has  been  very  largely  used.  The  facilities  of  the  Federal  reserve 
banks  have  been  used  because  by  their  use  the  banks  making  up  the 
Federal  Reserve  System  have  had  very  profitable  business. 

I  believe  that  if  this  committee  or  Congress  should  formulate  a 
commission  charged  with  the  duty  of  causing  to  be  organized  a 

Sopular  investment  corporation,  based  perhaps  on  the  lines  of  the 
►ritish  investment  trusts — that  if  such  a  corporation  were  under  the 
direct  supervision  of  the  Federal  Reserve  Board,  and  of  the  Federal 
reserve  banks  of  the  various  districts,  that  if  its  stock  were  isub- 
scribed  or  distributed  mainly  among  bankers — investment  bankers — 
merchants,  labor  unions,  and  other  interests,  which  either  are  or 
might  profitably  be  in  direct  and  constant  contact  with  the  people, 
and  that  if  such  a  corporation  should  cause  to  be  issued  little  bonds — 
technically,  debentures,  j)erhaps — based  on  values  at  least  as  re- 
stricted as  the  most  restricted  savings  bank  regulations,  that  if  by 
a  slight  decrease  in  the  drawing  interest  rate,  and  the  capitalization 
of  that  interest  rate  into  a  different  price,  and  a  substantial  profit 
of  from  2  to  6  per  cent  in  the  sale  of  these  small  securities  could  be 
promised,  the  25,000  banks  of  this  country — or  more — 35,000,  I  ex- 
pect, by  now — and  the  investment  houses,  with  thousands  of  em- 
ployees, would  be  drawn  into  the  sale  of  small  securities,  for  the 
same  reason  that  they  have  gone  into  the  handling  of  other  business^ 
because  it  represents  a  profit. 

Up  to  now  the  sale  of  small  securities  has  always  represented  a 
loss.  I  believe  that  while  the  Government  should  not  own  any  of 
the  stock  of  such  an  institution,  that  it  should  regulate  its  activities 
very  largely. 

Mr.  Meyer.  That  would  give  a  feeling  of  responsibility  of  the 
Government  to  the  buyer  of  the  bond  ? 

Mr.  KiMa\LL.  If  that  could  be  accomplished,  it  would  be  per- 
haps desirable,  or  perhaps  not. 

Mr.  Meyer.  I  mean  your  idea  was  that  the  Government  should 
regulate  it  to  such  an  extent  that  the  buyer  of  the  bond  would  feel 
that  he  was  buying  a  bond  with  the  moral  guarantee  of  the  Gov- 
ernment behind  it  ? 

Mr.  KiMiJALL.  Bv  no  means;  no.  There  should  be  no  more  moral 
guarantee  of  the  (iovemment  than  there  is  a  moral  guarantee  of 
the  State  of  New  York  as  to  the  safety  of  the  Emigrant  Industrial 
or  any  other  savings  bank.  The  State  does  not  guarantee,  but  the 
State  supervises. 

Mr.  Meyer.  Then  you  think  the  thing  should  be  restricted  to  mere 
supervision  ? 

Mr.  Kimball.  Of  the  closest  kind. 

Mr.  IVfeYER.  The  relationship  of  the  Government  to  it  should  be 
supervisory  ? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  how  would  that  promote  the  sale  of  the  bonds? 

Mr.  Kimball.  It  would  not. 
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Mr.  Meyer.  Then,  what  can  the  Government  do  to  assist,  if  it 
would  not  do  that  ?  What  can  the  Government  do  ?  Authorize  the 
organization  of  a  corporation?  That,  in  itself,  is  not  enough  to 
stimulate  sales  ? 

Mr.  Kimball.  Quite  so,  but,  on  the  other  hand,  the  Government,  by 
initiating  such  a  program  as  that,  by  drawing  the  bankers  into  the 
situation,  would,  I  believe,  be  able  to  set  up  among  the  very  people 
who,  with  the  success  that  you  yourself  exercised,  brought  out  the 
Liberty  bonds;  and  I  believe  that  those  forces  of  salesmanship,  on 
a  profit  basis,  the  same  as  the  Federal  reserve  banks  has  made  other 
business  profitable,  and  has  thereby  encouraged  it — I  think  that  such 
a  business  could  be  made  profitable  and  thereby  encouraged. 

Mr.  Meyer.  These  banking  organizations  are  now  all  actively  at 
work  trying  to  make  profit  by  selling  securities  ? 

Mr.  Kimball.  In  large  units  only. 

Mr.  Meyer.  I  see  a  vast  amount  of  bond  issues  that  have  come  out 
in  small  units — one  hundreds  dollars  or  so.  The  French  Government 
also  has  some  small  bonds — a  recent  issue. 

Mr.  Kimball.  And  you  will  also  find  that  every  banker  who  has 
contact  with  them  will  tell  you  that  the  handling  of  those  small  bonds, 
which  is  virtually  the  sale  at  retail  of  a  commodity  at  a  wholesale 
price,  is  unprofitable  and  unsatisfactory. 

Mr.  Meyer.  The  average  underwriting  and  selling  commission  of 
a  private  banker  on  a  bond  issue  is  what,  in  your  opinion? 

Mr.  Kimball.  I  should  hesitate  to  say. 

Mr.  Meyer.  It  is  from  3  to  5  per  cent,  is  it  not? 

Mr.  Kimball.  Well,  yes. 

Mr.  Meyer.  And  you  still  feel  that  that  does  not  warrant  the  han- 
dling of  a  hundred-dollar  bond,  and  you  propose  to  raise  it  from  2 
to  6  per  cent  ? 

Mr.  Kimball.  It  is  possible  it  might  have  to  be  raised  to  8  per  cent. 
Our  experience  would  tend  to  prove  that  the  business  could  be 
profitably  handled  up  to  that  price. 

Mr.  W&YER.  Assuming  all  you  say  to  be  true,  I  infer  that  you  do 
not  think  that  even  those  things,  it  done^  the  probability  of  which 
might  be  in  question,  should  interfere  with  the  paying  of  a  some- 
what higher  rate — ^you  said  perhaps  2^  to  3  per  cent — that  even  3  per 
cent  might  be  all  right  on  postal  savings  ? 

Mr.  Kimball.  As  a  matter  of  justice,  but  not  as  a  matter  of  in- 
creasing business. 

Mr.  Meyer.  Well,  for  whatever  reason. 

Mr.  Kimball.  Quite  so. 

Mr.  Meyer.  You  think  also  that  it  would  be  in  the  public  interest 
and  in  the  interest  of  the  promotion  of  thrift  that  a  larger  number 
of  offices  should  be  authorized  to  accept  Government  savings  deposits? 

Mr.  Kimball.  Well,  in  some  communities.  I  think  in  every  place 
that  they  could  be  made  active  they  should  unquestionably  be  estab- 
lished. 

Mr.  Meyer.  And  you  believe  they  could  be  made  active  in  more 
than  6,500  offices,  I  assume? 

Mr.  Kimball.  I  certainly  do. 

Mr.  Meyer.  And  you  also  agree  with  my  third  recommendation 
for  an  amendment  of  the  onerous  regulations  that  permit  of  no  in- 
terest for  less  than  a  year? 
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Mr.  Kimball.  I  do. 

Mr.  Meyer.  And  you  also  agree  that  the  postmasters,  whom  you 
,  consider  the  first  element  of  salesmanship,  as  a  matter  of  self-interest, 
should  be  given  consideration  in  their  rating  on  which  their  compen- 
sation is  based  ? 

Mr.  Kimball.  By  all  means. 

,     Mr.  Meyer.  I  am  inclined  to  refrain  from  asking  your  opinion  on 

my  fourth  recommendation  unless  you  would  like  to  express  one. 

•It  is  that  the  law  should  be  amended  by  which  more  than  half 

of  the  funds  are  deposited  in  bank  at  2^  per  cent,  at  a  time  when  the 

Government  is  paymg  from  4  to  6  per  cent  on  its  various  issues.    I 

.  thought  that  was  an  antiquated  condition  that  was  introduced  10 

years  ago,  when  our  Government  was  not  a  borrower  of  money  and 

»-when  our  Government  securities  paid  2  per  cent,  for  the  most  part, 

and  were  mostly  used  for  circulation  purposes ;  but  now,  when  the 

Government  is  paying  6  per  cent  on  short-time  certificates,  you  do 

not  think  that  it  is  appropriate  to  take  the  Government  postal  sav- 

*ings  funds  and  deposit  them  at  2 J  per  cent  ? 

Mr.  KiMBAix.  I  think  the  whole  question  of  local  deposits  is  en- 
tirely a  matter  of  local  profit  for  the  local  banker.    It  is  virtually  a 
Aole  from  the  Government,  and  especially  under  these  present  con- 
ditions I  do  not  think,  so  far  as  the  locating  of  the  money  in  any 
^city  is  concerned,  that  it  has  any  bearing  on  the  matter  whatever,  and 
I  think  it  should  be  altered. 

Mr.  Meyer.  I  think  you  agree,  on  the  whole,  in  four  out  of  five  of 
my  recommendations,  and  simply  differ  as  to  the  interest  rate — as  to 
[how  far  it  should  be  raised,  but  agree  that  it  should  be  raised  some- 
what.   T  do  not  like  to  see  you  left  on  the  record,  Mr.  Kimball,  with 
one  remark  which  you  made,  because  I  am  sure  that  you  did  not  quite 
mean  it  in  the  way  that  it  sounded,  when  you  saia  that  thrift  has 
teased  to  be  a  social  matter,  and  is  now  a  business  matter.    You  do 
bot  mean  that  being  a  business^  matter,  its  methods  and  results  and 
kgencies  are  not  a  matter  of  social  interest,  do  you? 
*   Mr.  Kimball.  Shall  I  say  it  has  ceased  to  be  primarily  a  social 
batter  and  has  become  a  matter  of  business? 
J   Mr.  Meyer.  I  want  you  to  correct  that  in  any  way  you  like. 
Mr.  Kimball.  It  is  a  matter  of  most  vital  social  interest ;  yes. 
Mr.  Meyer.  Yes ;  I  thought  we  would  agree  on  that. 
f  Mr.  KiMBAix.  On  the  other  hand  it  is  a  matter,  the  business  ele- 
ment of  which  has  never  before  been  anything  like  as  important  as  it 
b  to-day,  and  it  is,  in  my  opinion,  for  that  reason  that  thrift  as  a 
)usiness  has  never  been  transacted  in  this  country  as  it  should  be. 

Mr.   Meyer.  May  T  ask  you  one  question  touching  on  that  point 
f  vie'w  ? 
Mr.   Kimball.  Surely. 

Mr.   Meyer.  The  mutuals,  which  constitute  a  very  large  part  of 
he  savings  institutions  of  the  country — how  much  have  they?    May- 
e  you  know  the  figure.    Do  you  ?    It  is  a  very  large  figure. 
't'he  Chairman.  The  deposits,  you  mean? 
Mr.  Meyer.  Yes. 

yfr,    Kimball.  It  is  about  six  billion — about  eleven  billion  alto- 
ether. 

Mr.  Meyer.  That  is  stock  and  mutual? 
Mr.   Kimball.  Yes. 
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Mr.  Meyer.  Would  you  not  regard  the  mutuals  as  a  semisocial 
organization,  without  profit  except  to  the  constituent  members? 

Mr.  Kimball.  Yes;  entirely  so,  and  that  is  the  reason  they  are  so 
pitifully  ineffective.  The  mutuals  have  not  increased,  as  I  stated 
before — not  only  did  they  not  increase  with  the  population,  but  they 
have  not  increased  to  the  extei^t  of  the  actual  increments  of  interest. 
It  is  perfectly  appalling,  the  small  increase. 

Mr.  Meyer.  Do  you  think  the  mutuals  are  inefficiently  adminis- 
tered? 

Mr.  Kimball.  Pitifully.  ""^ 

Mr.  Meyer.  So  that  if  the  GoverA?[Qent  is  charged  with  inefficiency 
in  some  of  its  departments,  you  are  of  tlje  opinion  that  inefficiency  is 
not  exclusively  monopolized  by  the  Government? 

Mr.  Kimball.  In  the  matter  of  inefficiency  the  Government  has  no ,, 
grinding  monopoly;  no. 

Mr.  Meyer.  Do  you  not  think  it  is  a  matter  of  business  for  people 
who  are  getting  2  per  cent  to  want  to  get  4  per  cent,  and  if  the 
United  States  can  give  some  of  its  depositors  4  per  cent  and  it  is 
able  to  pay  6  per  cent  for  other  money  that  it  bprrows,  do  you  not 
think  it  is  fair  that  those  who  are  only  receiving  2  per  cent  should 
want  at  least  4  per  cent? 

Mr.  Kimball.  I  do  not  think  the  United  States  Government  ought 
to  be  in  business  at  all.  - 

Mr.  Meyer.  But  it  is  in  business.  ^^^-^^ 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  it  has  to  borrow  money  ? 

Mr.. Kimball.  Yes. 

Mr.  Meyer.  Is  it  not  the  biggest  business  institution  in  this  country 
to-day  ? 

Mr.  Kimball.  It  is. 

Mr,  Meyer.  You  suggested  that  we  should  have  a  popular  invest- 
ment corporation.  Is  not  the  United,  States  Government  a  popular 
investment  corporation? 

Mr.  Kimball.  It  is  not. 

Mr.  Meyer.  You  mean  that  it  is  unpopular? 

Mr.  Kimball.  Distinctly  so. 

Mr.  Meyer.  It  miffht  be  more  popular  if  some  of  the  laws  and  reg- 
ulations were  amended?  ' 

Mr.  Kimball.  Had  been.  ^ 

Mr.  Meyer.  Or  were,  it  might  become  popular? 

Mr.  Kimball.  The  witness  declines  to  answer.    [Laughter.] 

I  think  that  the  war-savings  organization — although  this  perhaps 
is  not  pertinent  to  the  inquiry — ^that  the  war-savings  organization 
has  served  to  set  up  a  great  many  enmities  against  government,  and  I 
think  that  the  war-savings  organization,  while  a  wonderful  concern 
and  doing  very  good  work  in  many  ways,  the  total  result  would  prob- 
ably be  better  if  the  war-savings  organization  did  not  exist,  because 
so  many  people  decline  to  be  influenced,  except  negatively,  by  the, 
advice  of  the  local  director.    He  says,  practically,  "Do  not  do  this^ 
or  that,  because  you  will  offend  the  Government."    Then  he  says,  in  I 
effect,  "  Do  something  else,"  but  the  people  say,  "  No ;  we  do  not  want 
to  be  mixed  up  in  it,  Sscause  we  have  had  trouble  enough  with  Liberty^ 
bonds."    I  think  that  is  a  great  pity.    I  think  that  just  as  the  Grov- 
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eminent  got  out.  of  the  railroad  business  and  got  out  of  a  great  many 
other  businesses,  the  Government  could  very  well  turn  over  the  thrift 
business  to  private  interests,  and  it  would  do  a  great  service  if  it 
would  point  out  to  private  interests  and  cause  regulations  to  exist 
which  would  encourage  them  to  study  the  matter  and  to  understand 
that  thrift  can  be  made  a  matter  of  great  profit  to  the  people  by  whom 
it  is  systematically  forwarded. 

Mr.  Meyer.  You  spoke  of  the  prejudice  of  certain  bankers  and 
savings-bank  people,  and  you  have  also  emphasized  the  importance 
of  self-interest  in  stimulating  any  movement. 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  And  without  any  undue  desire  to  be  personal,  you 
being  in  the  thrift  business,  which  pays  3  per  cent 

Mr.  Kimball  (interposing).  Yes. 

Mr.  Meyer.  Do  you  not  feel  that  you  might  be  a  little  bit  preju- 
diced against  the  expansion  of  the  Postal  Savings  System,  perhaps; 
that  is  to  say,  you  are  not  against  the  expansion  of  the  system,  but 
I  mean,  do  you  not  think  that  you  might  be  a  little  bit  prejudiced  in 
your  views  as  to  the  possibilities  of  the  expansion  of  the  system  by 
your  interest  in  your  own  business,  which  naturally  absorbs  your 
entire  thought  and  energy?  Do  you  think  you  are  quite  as  able  to 
bring  to  a  consideration  of  the  possibility  of  the  expansion  of  the 
Postal  Savings  System  a  perfectly  detacKed  objective,  an  impartial 
view? 

Mr.  Kimball.  Probably  not.  I  hope  not.  On  the  other  hand,  let 
me  say,  Mr.  Meyer,  that  the  reason  that  thrift  bonds  pay  3  per  cent — 
the  reasons  which  governed  the  3  per  cent  were  largely  the  reasons 
which  I  have  given  to  this  committee  as  relating  to  the  ineffective- 
ness of  interest  rate  as  an  influence  on  sales;  that  is  to  say,  as  an 
influence  on  the  increase  of  thrift.  That  rate  was  arrived  at  after 
a  study  of  the  effect  of  higher  interest  rates,  and  it  is  because  it  is 
the  result  of  those  studies  that  I  have  laid  them  before  this  com- 
mittee this  morning. 

Mr.  Meyer.  Why  did  you  not  make  it  2  per  cent  if  the  less  the 
interest  the  better  the  result  ? 

Mr.  Kimball.  I  certainly  have  corrected  that  statement,  which  has 
been  credited  to  me  several  times  this  morning — ^that  the  less  the 
interest  the  better  the  result. 

Mr.  Meyer.  I  mean  to  say  if  3  per  cent,  which  is  not  a  commercial 
rate,  is  a  good  rate,  why  is -not  2  per  cent  a  better  rate? 

Mr.  Kimball.  This  now  comes  down  to  our  own  proposition — 
mainly  because  we  wanted  to  get  a  coupon  as  frequently  as  possible, 
and  10  cents  seemed  to  be  the  smallest  coupon  that  was  practicable 
to  handle,  and  3  per  cent  brought  us  to  once  in  four  months  instead 
of  once  in  six  months.  That  was  partly  influential.  As  a  matter  of 
fact,  in  our  own  plan  there  is  a  provision  that  all  excess  profit  reverts 
to  the  trustees  and  is  paid  out  to  the  holders  of  thrift  bonds,  but  we 
never  announced  that,  because  if  we  did  our  salesmen  would  oversell 
the  proposition  all  the  time. 

Mr.  Meyeiu  Your  company  is  a  stock  corporation  ? 

Mr.  Kimball.  Yes ;  but  our  dividend  is  limited. 

Mr.  Meyer.  By  what  ? 
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Mr.  Kimball.  Well,  it  is  rather  a  complicated  limitation  that  I 
would  not  care  to  go  into  personally. 

Mr.  Meyer.  Very  well. 

Mr.  K131BALL.  But  all  the  profit  above  the  limit  of  the  dividend 
is  put  into  the  hands  of  trustees  and  held  for  the  holders  of  the  thrift 
bonds  ? 

The  Chairman.  Are  you  selling  your  thrift  bonds  now? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meyer.  How  many  have  you  sold  ? 

Mr.  Ki]MBALL.  That  is  not  a  fair  question,  for  the  reason  that  dur- 
ing the  war,  by  arrangement  with  the  Government,  we  undertook 
as  far  as  possible  to  make  people  exchance  their  thrift  bonds  for 
Liberty  bonds,  in  order  to  secure  distribution.  We  have  received, 
altogether,  from  wage  earners  throughout  the  country,  roughly, 
$9,000,000.  Of  that  amount,  about  $7,000,000  we  transferred  or 
changed  into  Liberty  bonds,  at  the  request  of  the  Government,  be- 
cause otherwise  we  would  have  had  to  go  out  of  business  during  the 
war,  obviously. 

Mr.  Meyer.  The  trustees  of  the  National  Thrift  Corporation  are 
said  to  buy  Ignited  States  Government  securities  and  approved  mu- 
nicipals and  States? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  The  rate  of  3  per  cent  was  fixed  by  your  corporation 
some  years  ago,  was  it  not  ? 

Mr.  Kimball.  In  1916. 

Mr.  Meyer.  And  your  corporation  has  been  in  business  how  long? 

Mr.  Kimball.  Actively  only  since  the  spring  of  1917.  We  were 
organized  in  the  fall  of  1916,  but  we  got  into  business  just  at  the 
beginning  of  the  war. 

The  Chairman.  Are  your  bonds  convertible  into  cash  on  notice, 
under  any  circumstances? 

Mr.  Kimball.  Theoretically,  no;  practically,  yes. 

Mr.  Meyer.  You  redeem  your  bonds,  as  T  remember  seeing  some- 
where, I  think,  at  par  less  1^  per  cent? 

Mr.  Kimball.  We  did  at  first;  but  we  do  not  do  that  any  more. 
We  take  them  at  par. 

Mr.  Meyer.  I  see. 

Mr.  Kimball.  We  did  that  to  prevent  a  man  from  buying  to-day 
and  collecting  interest  to-morrow  and  selling  it  back  day  after' to- 
morrow; but  we  have  so  many  different' issues  now  that  when  we 
sell  a  man  a  bond  he  has  still  four  months  to  run. 

Mr.  Meyer.  They  are  all  bonds  of  the  same  corporation,  are  they 
not  ? 

Mr.  Kimball.  They  are  not,  properly  speaking,  bonds;  they  are 
certificates  of  beneficial  interest  in  a  fund  of  bonds. 

Mr.  Meyer.  They  are  certificates  of  beneficial  interest  of  these 
same  corporations  ?    There  is  only  one  deposit  ? 

Mr.  Kimball.  There  is  only  one  pot. 

Mr.  Meyer.  I  think  your  capital  is  about  $300,000  paid  in  ? 

Mr.  Kimball.  $250,000. 

Mr.  Meyer.  $250,000? 

Mr.  Kimball.  Yes. 
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Mr.  Meyer.  Now,  according  to  the  law  under  which  you  are  or- 
ganized, is  there  any  limit  to  the  amount  of  bonds  you  may  issue 
proportionate  to  the  amount  of  capital? 

Mr.  Kimball.  No. 

Mr.  Meter.  None  at  all  ? 

Mr.  Kimball.  Thrift  bonds  do  not  appear  on  our  balance  sheet, 
Mr.  Meyer,  at  all,  because  they  are  merely  certificates  of  interest  in 
this  fund  which  exists  outside  of  and  beyond  our  corporation. 

Mr.  Meyer.  Your  corporation,  then,  does  not  add  to  any  guarantee 
on  the  bonds? 

Mr.  Kimball.  No. 

Mr.  Meyer.  So  that  the  certificates  merely  represent  participation 
in  a  fimd  which  is  purchased  with  the  proceeds? 

Mr.  Kimball.  Yes. 

Mr.  Meyer.  What  guarantee  is  there  that  if  there  were  a  large  de- 
cline in  securities,  such  as  happened  within  the  last  two  or  three  years, 
that  the  principal  will  be  maintained  intact  ? 

Mr.  Kimball.  There  is  no  guarantee  aside  from  the  fact  that  the 
bond  itself  is  exactly  like  the  bonds  in  trust.  We  know  it  will  be 
paid  at  maturity,  because  the  bonds  in  trust  will  be  paid  at  maturity, 
but  that  is  all. 

Mr.  Meyer.  Do  you  buy  long-term  or  short-term  bonds? 

Mr.  Kimball.  Variously. 

Mr.  Meyer.  Long-term  bonds  can  decline  considerably,  even  if 
they  are  paid  at  maturity  ? 

Mr.  Kimball.  Oh,  yes. 

Mr.  Meyer.  What  is  the  capital  of  your  institution  devoted  to? 
To  the  organization  of  business? 

Mr.  Kimball.  No  ;  we  do  not  use  our  capital  for  the  organization 
of  business.  We  have  a  separate  fund  for  that  purpose.  The  capital 
is  intact ;  it  must  be,  under  the  banking  law.  It  is  devoted  to  carry- 
ing stock  in  trade,  so  to  speak.  I  should  be  most  happy  to  go  into 
that  fully  with  you  at  some  time. 

Mr.  Meyer.  I  did  not  consider  it  pertinent  to  this  inquiry  to  discuss 
your  particular  business. 

Mr.  KiMBAU..  It  did  not  seem  so  to  me,  because  it  is  so  small  as 
compared  to  the  whole  situation. 

Mr.  Meyer.  The  only  thing  is  that  I  was  wondering  if  it  offered 
a  hope  of  a  very  wide  movement,  but  perhaps  we  can  defer  that  to 
some  time  for  personal  discussion. 

Jfr.  Kimball.  I  should  like  to  discuss  it  with  you  at  your  con- 
venience. We  are  now  operating  about  110  large  industries,  like  the 
General  Electric  Co.  and  things  of  that  character. 

Mr.  Meyer.  I  will  be  very  glad  to  talk  with  you  about  it  at  some 
time. 

Mr.  Kimball.  We  will  get  together  and  do  so. 

Mr.  Meyer.  Mr.  Chairman,  I  think  it  has  been  very  interesting  to 
have  Mr.  Kimball  here. 

The  Chairman.  Yes;  and  we  wish  to  thank  you  very  much,  Mr. 
Kimball. 

Mr.  Kimball.  Not  at  all.  Senator. 
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The  Chairman.  The  committee  will  have  a  meeting  on  Wednes- 
day next. 

-Mr.  Kimball,  let  me  ask  you  this :  Do  you  lend  money  on  bond  and 
mortgage  ? 

Mr.  Kimball.  No  ;  not  at  all.  All  our  money  is  invested  in  govern- 
mental obligations. 

The  Chairman.  The  committee  will  meet  here  again  on  Wednes- 
day, the  29th,  at  half  past  10. 

(Whereupon,  at  1  o'clock  p.  m.,  the  committee  adjourned  until 
Wednesday,  September  29,  1920,  to  meet  again  in  the  same  place  at 
10.30  o'clock  a.  m.) 
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WEDNESDAY,   SEPTEHBEB  20,   1020. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  En^neering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  10.30  o'clock  a.  m. 

Present:  Senators  Calder  (chairman)  and  Edge;  also  Franklin  T. 
Miller,  Esq.,  assistant  to  the  committee. 

STATEMENT  OF  SE.  BOTAL  S.  COFELAND,  COHMISSIONEE  OF 

HEALTH  OF  THE  CITY  OF  NEW  TOBE. 

The  Chairman.  Dr.  Copeland,  you  have  given  some  study  to  this 
housing  situation  throughout  the  country,  and  particularly  in  New 
York  City,  from  the  standpoint  of  the  health  of  the  people  generally. 
The  committee  will  be  very  glad  to  have  you  tell  us  what  your 
inouiries  have  developed. 

Dr.  Copeland.  Well,  Mr.  Chairman,  I  have  been  very  much  con- 
cerned about  the  housing  conditions  ever  since  the  armistice — indeed, 
during  the  war — the  conditions  started  then — the  increased  popula- 
tion of  the  city,  and  the  failure  of  any  expenditure  of  capital  for 
the  extension  of  our  housing  facilities.  I  was  so  much  concerned 
about  it  that,  to  find  out  what  was  being  done  in  other  countries, 
I  attended  the  Interallied  Housing  Conference,  in  London,  in 
June 

The  Chairman.  Of  this  year? 

Dr.  Copei^nd.  Of  this  year.  There  were  600  delegates  there  from 
29  countries ;  and  I  found  the  problem  to  be  a  world-wide  one. 

Now.  of  course,  I  suppose  it  is  natural  thati  I  should  view  this 
problem  from  the  public-health  standpoint;  and  if  you  will  permit 
me  to  sav  so,  it  seems  to  me  that  it  is  the  way  you  should  consider 
it ;  and  t  know  there  will  be  much  greater  toleration  on  the  part  of 
the  public  and  of  the  courts  if  it  is  put  on  the  ground  of  necessity 
so  far  as  the  public  health  is  concerned. 

We  have  been  fighting  in  this  city  a  winning  war  against  dis- 
ease— particularly  against  the  incurable  diseases.  When  I  tell  you 
that  in  50  j^ears  the  death  rate  has  lowered  from  28  per  thousand 
to  the  lowest  death  rate  in  the  history  of  the  city  last  year,  to  12 
per  thousand,  you  can  see  what  progress  has  been  made ;  and  that 
IS  particularly  true  of  tuberculosis.  Tuberculosis  is  essentially  a 
housing  disease — a  disease  dependent  upon  the  way  the  people  live. 

667 
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The  fight  against  tuberculosis  started  here  in  1886.  In  that  year  the 
death  rate  from  tuberculosis  in  this  city  amounted  to  37  per  10,000  of 
population. 

The  Chairman.  What  year  was  that,  Doctor? 

Dr.  CoPELAND.  1886.  Last  year  it  was  only  13  per  ten  thousand 
population — practically  one-third  as  great  as  it  was  in  1886.  Last 
year  in  this  city  8  per  thousand  persons  died  from  tuberculosis. 
Under  the  conditions  of  1886,  three  times  as  many  would  have  died. 
I  am  sure  I  am  right  in  saying  that  imder  the  conditions  of  1886, 
16,000  persons  would  have  died  of  tuberculosis  in  this  city  last  year 
who  are  alive  and  well  to-day. 

Now,  of  course,  it  is  disturbing  to  us  in  public-health  work  to  see  a 
housing  condition  growing  up,  which  is  going  to  result  in  an  increase 
in  the  amount  of  disease  and  an  increase  in  tne  death  rate :  and  I  am 
here  to-day  to  say  in  the  most  solemn  terms  that  I  think  that  is  ex- 
actly what  will  happen.  There  is  a  dreadful  situation  in  Eurppe  at 
the  present  time  as  regards  disease.  In  Russia  and  Lithuania  and 
Poland  and  Ukrania,  Hungary,  and  Eoumania  there  are  literally 
millions  of  cases  of  typhus  fever.  A  train  will  come  in  from  a  run 
of  five  or  six  hours  in  Poland,  and  there  will  be  a  dozen  dead  men 
on  that  train,  and  there  will  be  a  dozen  others  seriously  sick  with 
typhus.  That  is  what  is  going  on  to-day  in  those  countries.  Then 
we  have  in  Asia  Minor,  in  Japan,  and  Korea  thousands  of  cases  of 
cholera.  There  is  bubonic  plague  in  every  southern  European  port 
from  Egypt  to  Tunis,  and  there  is  smallpox  in  southern  Italy  and 
in  Greece  and  in  Scotland.  These  diseases  are  now  knocking  at  our 
doors,  and  they  are  all  diseases  that  are  furthered  and  fostered  by 
housing  conditions  such  as  we  have  in  this  city  to-day. 

Now,  I  was  so  much  concerned  about  this  that  in  March  I  directed 
the  sanitary  bureau  of  the  health  department  to  make  a  survey  of 
the  housing  conditions  of  the  city,  so  that  we  might  know,  with  some 
decree  of  certainty,  the  actual  facts  regarding  overcrowding;  and 
it  is  a  terrible  thing  to  think  that  in  this  city  there  are  apartments 
of  three  rooms  where  12  persons  live.  At  a  later  time  I  am  going^ 
to  bring  to  this  committee,  if  I  may,  the  exact  locations  of  kitchens 
where  4  persons  sleep  at  night.  Now,  one  does  not  need  to  be 
told  that  is  a  menace  to  the  public  health;  and  there  is  such  a  de- 
mand for  houses  that  all  sorts  of  abandoned  places — places  that  were 
given  up  years  ago,  in  our  campaign  against  old-line  tenements, 
places  that  were  abandoned  and  put  into  the  discard — those  places 
have  been  reopened;  and  then  houses  that  were  fairly  decent  have 
been  remodeled,  in  a  way  to  produce  a  menace  to  the  public  health. 
For  instance,  here  is  a  case ;  on  West  One  hundred  and  forty-second 
Street — and  I  am  prepared  at  any  moment  to  give  you  the  exact  loca- 
tion and  the  name  of  the  owner  of  this  place — a  property  where  a  five- 
story  building  stands,  where  the  owner  rented  the  apartments  for  $65 
per  month.  He  has  now  divided  each  floor  into  two  apartments,  and 
for  each  of  those  apartments  he  now  charges  $75  a  month,  so  that  he  is 
getting  $150  a  month  for  the  same  space  that  he  formerly  got  $65  for. 

Now,  in  order  to  provide  kitchen  space  in  this  divided  area — of 
course,  I  am  not  talking  about  a  Fifth  Avenue  apartment  or  a  Eiver 
side  Drive  apartment;  I  am  talking  about  a  tenement  apartment — in 
order  to  provide  kitchen  space  he  boarded  up  the  dumb-waiter,  and 
that  provides  the  kitchenette;  that  space  provides  the  kitchenette  in 
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the  rear  apartment.  Now,  listen  to  this :  In  the  front  apartment  he 
has  pu#the  kitchenette  or  the  kitchenette  facilities  in  the  water-closet, 
so  that  the  water-closet,  which  is  used  for  its  normal  purpose,  is  also 
the  kitchen  of  the  apartment.  Now,  needless  to  say,  that  is  the  situa- 
tion  which  the  health  department  will  not  tolerate,  so  we  have  put  a 
board  order  on  him  to  stop  that  sort  of  thing,  and  we  will  put  him  in 
jail  if  he  does  not  do  it. 

I  simply  point  that  out  to  show  you  what  is  going  on  in  this  city 
in  order  to  provide  facilities  for  100,000  more  families  than  we  have 
houses  in  which  to  put  them. 

Senator  Edge.  In  other  words,  Doctor,  you  are  not  able  to  enforce 
your  health  laws  simply  because  of  this  absolute  lack  of  accommo- 
dations for  the  people  ? 

Dr.  CoPELAND.  oo  that  we  are  actually  having  to  wink  at  some  of 
our  health  laws  in  order  that  we  may  leave  a  roof  over  the  heads  of 
some  people.  Of  course^  that  is  not  a  desirable  situation  by  any  means 
and  should  not  be  permitted  to  exist  if  at  all  possible  to  avoid  it. 

Senator  Edge.  But  of  the  two  evils — in  other  words,  you  naturally 
believe  that  a  roof  over  the  head  is  necessary,  even  though  health  con- 
ditions are  somewhat  menaced  ? 

Dr.  CoPELAND,  That  is  the  situation  exactly ;  yes.  I  do  really  be- 
lieve that  the  people  had  better  go  out  and  live  as  savages  than  to  live 
as  they  do^now ;  but  if  they  are  going  to  live  in  the  city  at  all  they  will 
have  to  live  in  those  quarters  until  more  space  can  be  provided  for 
them. 

Senator  Edge.  I  think  it  is  helpful  to  show  the  situation  here,  as 
you  have  said  in  your  opening  remarks,  that  housing  is  a  matter 
which  is  directly  connected  with  the  public  health. 

Dr.  Copeland.  Yes.  I  have  on  many  occasions  said  that  we  were 
permitting  the  use  of  quarters  that  had  no  business  to  be  used.  It  is 
not  right  to  have  people  living  under  those  conditions,  and  there 
must  be  found  some  means  of  relief.  Now,  of  course,  this  particular 
instance  that  I  have  mentioned  about  the  water-closet  kitchenette, 
tJiat  we  are  not  going  to  permit ;  we  can  not  permit  food  to  be  handlea 
under  those  conditions. 

Senator  Edg^.  In  other  words,  you  are  doing  the  best  you  can  to 
enforce  the  health  laws  under  absolutely  impossible  conditions? 

Dr.  Copeland.  Yes,  sir.  Now,  this  survey  that  I  had  made  in 
March  covered  32,000  apartments.  You  know  the  density  of  popu- 
lation in  this  city  is  hardly  understood  by  most  persons.  We  have 
one  square  block  in  this  city  where  live  10,000  persons ;  we  have  one 
square  mile  where  live  500,000  persons ;  and,  of  course,  normally  we 
have  great  congestion  of  population ;  but  at  the  present  moment  the 
conditions  are  intolerable,  because  it  is  a  menace  to  the  public  health, 
and  it  is  a  menace  to  the  morals  of  the  communitv.  In  many  of  these 
apartments  that  are  built — for  instance,  here  1  have  before  me  a 
summary  of  the  survey,  and  we  have  here  8-family  houses;  I  find  in 
Manhattan  that  three  of  those  8-family  houses  are  occupied  by  10 
families;  others  are  occupied  by  12  families;  two  of  them,  at  least, 
are  occupied  by  16  families.  We  find  the  10-family  houses  many  of 
them  in  Manhattan  and  the  Bronx  are  occupied  by  14  and  IG  families. 
Here  is  one  15-family  house,  built  for  15  families,  now  occupied 
by  30  families  and  20  roomers.  Just  think  of  that — 30  families  and 
20  roomers  in  a  space  that  was  originally  intended  for  15  families. 
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The  Chairman.  Is  that  occupancy  in  violation  of  the  law,  Doc- 
tor? 

Dr.  CoPELAND.  Yes,  sir ;  it  is  in  violation  of  the  law. 

The  Chairman.  The  tenement-house  department  could  stop  that, 
could  they  not  ? 

Dr.  CoPELAND.  It  could  be  stopped,  yes ;  by  putting  the  people  in 
the  street. 

Senator  Edge.  Now,  Doctor,  what  is  your  remedy,  in  addition  to 
the  natural  remedy  that  we  all  recognize — the  building  of  new  apart- 
ments and  tenements — but  what  is  your  remedy  to  encourage  that? 
Have  you  one  ? 

Dr.  CopELAND.  Well,  I  supposed  that  was  what  the  committee  t\ras 
appointed  for — to  find  the  remedy. 

Senator  Edge.  Yes ;  but  we  will  be  glad  to  have  the  views  of  those 
who  have  been  brought  closely  into  contact  with  the  problem. 

The  Chairman.  Yes. 

Dr.  CoPELAND.  Well,  of  course,  I  am  on  record  as  to  my  views.  As 
I  told  you,  I  attended  this  Interallied  Housing  Conference  in  I^ndon, 
where  there  were  delegates  from  29  countries.  Twenty-eight  of 
those  countries  have  acfaiowledged  the  housing  problem  to  be  a  public 
health  problem,  and  are  dealing  with  it  as  such.  This  is  the  only 
country  in  the  world  where  that  is  not  the  case.  Now,  in  the  name 
of  the  public  health  you  can  do  almost  anvthing.  I  woiUd  first  at- 
tempt, of  course,  to  encourage  private  capital  to  build,  but  the  fact 
is  that  private  capital  is  not  building. 

Senator  Edge.  Well,  we  have  our  opinion,  undoubtedly;  but  to 
what  do  you  assign  that  condition,  when  the  demand  is  so  great,  and 
when  the  apparent  profit  is  also  great? 

Dr.  CoPELAND.  I  do  not  think  the  profit  is  shown  there.  I  do 
not  think  there  is  any  particular  encouragement  to  build  houses; 
thev  can  find  so  many  other  ways  to  use  their  money  to  advantage. 

Senator  Edge.  More  profitable  ways? 

Dr.  CopEi^ND.  Yes;  more  profitable  ways. 

The  Chairman.  The  fact  is,  I  guess,  that  houses  cost  so  much  to 
build  to-day  that  the  builder  fears  the  risk  is  too  great. 

Dr.  Copkland.  You  can  not  blame  the  builder,  when  you  find  labor 
conditions  such  and  the  price  of  materials  and  the  price  of  tran.s- 
portation  so  high  and  the  attraction  of  other  sorts  of  buildings. 

The  Chairman.  And  a  lack  of  financing  for  mortgage  purposes? 

Dr.  CoPELAND.  Yes. 

Senator  Edge.  Then  I  take  it  that  you  do  not  approve  of  the  legis- 
lative efforts  to  reduce  rents. 

Dr.  CoPELAND.  Yes;  T  approve  of  the  efforts  that  have  been  made 
in  the  control  of  rents,  but  I  think  that  is  only  half  the  program. 

Senator  Edge.  Of  course,  if  buihlers  will  not  build  because  the 
profit  is  not  apparent  and  the  legislature  reduces  rents,  what  is  the 
answer? 

Dr.  CopKi.AXD.  Do  you  not  think  there  is  some  wisdom  in  a 
remission  of  taxes,  that  has  been  proposed  here? 

Senator  P^dge.  I  think  there  is  great  wisdom  in  it;  but,  beyond 
that,  there  seems  to  be  a  business  proposition  that  should  be  made 
fair  to  the  people — the  landlord  and  the  tenant — whereby  the  land- 
lord can  get  a  lair  rate  on  the  present  cost  of  construction. 
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Dr.  CoPELAND.  I  believe  it  would  be  possible  to  get  a  fair  rate 
under  these  conditions  and  under  the  conditions  of  legislation.  The 
men  who  have  been  the  offenders  have  been  wicked  profiteers.  I 
have  described  to  you  one  of  them  who  took  a  house  where  he  was 
satisfied  to  rent  for  $65  a  floor,  and  he  now  gets  $150  a  floor  by  divid- 
ing it  and  by  outraging  all  sense  of  decency  and  all  the  provisions 
that  make  for  health.  Now,  that  sort  of  chap  does  not  deserve  any 
consideration.  I  think  it  would  be  possible  to  control  the  rents  and 
at  the  same  time  leave  enough  for  the  landlords,  so  that  there  would 
be  a  fair  profit  on  his  investment. 

Yet  one  can  hardly  blame  capital  if  they  can  find  other  more 
attractive  investments — 1  understand  that — but  there  must  be  a  con- 
certed effort  on  the  part  of  all  public  authorities  to  make  it  plain 
to  the  men  who  have  money  that  houses  must  be  built  and  that  some 
sacrifices,  if  necessary,  must  be  made.  I  noticed  that  the  mayor  of 
this  citv  said  the  other  dav  that  we  could  build  houses  with  the 
public  money  to  take  care  of  monkeys,  and  even  give  them  steam 
heat,  but  we  can  not  build  them  for  people.  Now,  that  seems  wrong, 
to  mv  mind.  It  may  sound  socialistic  or  communistic  or  idealistic, 
but  i  say  that  if  we  can  not  eet  houses  any  other  way  they  must  be 
built  with  public  funds — ana  that  is  the  attitude  that  every  other 
civilized  countrv  in  the  world  has  taken  on  this  problem.  I  am  here 
to  conserve  and  protect  the  public  health,  and  if  we  can  not  get 
houses  in  any  other  way  you  gentlemen  must  find  the  way. 

The  Chairman.  Doctor,  I  agree  with  what  you  have  just  said, 
that  if  the  emergency  is  so  great  and  houses  can  not  be  obtained  in 
any  other  way,  then  it  is  a  problem  for  the  State  or  the  city  or  the 
country  to  provide  a  way. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  Even  if  it  means  the  city  or  the  State  building  the 
houses  ? 

Dr.  CopELAND.  Yes. 

The  Chairman.  I  do  not  believe  that  we  should  do  that  if  we  can 
pK)ssiblv  take  care  of  it  in  any  other  way,  however. 

Dr.  CopELAND.  Oh,  no ;  certainly  not. 

The  Chairman.  And  I  believe  it  is  the  business  of  the  Federal 
Government  and  of  the  State  and  the  cities  to  encourage  to  the  very 
limit  private  capital  to  do  this  work. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  But  where  the  emergency  is  so  great  as  you  have 
indicated,  then  anything  is  justifiable. 

Dr.  CoPELAND.  Yes.  I  think  we  are  fully  agreed,  and  I  am  glad 
to  hear  you  express  yourself  as  you  have.  I  knew  that  was  your 
view.  I  wrote  Senator  Lockwood  yesterday ;  I  sent  him  a  telegram 
on  Friday  morning  saying  that  the*  work  of  the  legislature  would 
not  be  complete  until  two  things  were  done:  First,  the  restriction 
placed  upon  commercial  building  or  nonessential  building 

The  Chairman  (interposing).  You  mean  by  that  to  give  the  local 
authorities  the  right  to  refuse  a  building  permit  ? 

Dr.  CoPELAND.  Yes ;  that  is  exactly  what  I  mean. 

The  Chairman.  Where  there  is  a  greater  demand  for  labor  and 
material  for  building  houses  for  the  people  to  live  in? 
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Dr.  CoPELAND.  Yes.  I  understand  that  we  have  let  at  the  present 
time  contracts  for  $79,000,000  worth  of  commercial  buildings. 

The  Chairman.  I  have  not  seen  the  figures,  but  I  guess  that  is 
about  right. 

Dr.  CoPELAND.  And  it  seems  to  me  that  that  must  absorb  the  labor, 
the  material,  and  the  means  of  transportation  in  this  community.  I 
have  a  serious  doubt  in  my  own  mind  that  there  would  be  material 
and  labor,  if  all  that  building  goes  on,  enough  to  provide  any  great 
amount  for  housing.  That  is  my  fear.  So  1  said  to  Senator  Lock- 
wood,  in  my  telegram  on  Fridav  morning,  that  I  did  not  believe  that 
the  legislature  would  do  its  full  duty  unless  it  provided  for  a  local 
housing  authority  to  pass  upon  the  merits  of  contemplated  construc- 
tion. Then,  furthermore,  1  said  that  in  the  event  of  a  failure  of 
private  capital  to  erect  the  houses  the  houses  must  be  built,  there 
must  be  no  uncertainty  about  it. 

Senator  Edge.  I  am  not  entirelv  familiar    with   the    legislation 

[)assed  in  Albany  recently,  but  wfiat  is  your  judgment — tnat  that 
egislation  will  serve  to  stimulate  or  to  deter  the  building  of  houses? 

Dr.  CoPELAND.  I  think  that  the  remission  of  taxes  will  stimulate 
building. 

The  Chairman.  Just  for  Senator  Edge's  information,  I  will  say 
that  the  legislation  last  week  provided  that  the  several  cities  of  the 
State  should  have  the  authority  to  remit  taxes  for  a  period  of  10 
years  on  all  building  completed  since  April  1,  1920,  and  started  be- 
fore Januarv  1, 1922. 

Senator  Edge.  Coupled  with  that  was  there  a  provision  in  any  way 
regulating  rents  ? 

Dr.  CoPELAND.  No;  but  the  legislation  on  rents  was  improved. 
The  legislation  of  last  spring  provided  that  a  landlord  must  not 
raise  the  rent  to  exceed  25  pef  cent  in  a  year. 

Senator  Edge.  Yes;  I  remember  that. 

Dr.  Copeland.  Now,  that  is  wiped  out,  and  the  burden  of  proof 
is  on  the  landlord  to  show  that  he  is  entitled  to  more  rent.  Suppose 
my  lease  expires  on  the  1st  of  October  and  I  am  paying  $3,000  a  year 
rent?  I  simply  stay  in  my  apartment,  and  I  pay  my  $250  a  month  ta 
the  court,  until  the  court  has  established,  on  the  testimony  of  the 
landlord,  whether  he  is  entitled  to  more,  in  view  of  his  investment. 

Senator  Edge.  In  other  words,  it  is  not  a  nonbreakable,  hard,  and 
fast  rule? 

Dr.  Copeland.  No. 

Senator  Edge.  It  is  a  matter  of  the  merits  of  the  case  ? 

Dr.  Copeland.  Yes ;  it  is  a  much  more  rational  rule. 

The  Chairman.  I  think  the  rent  legislation  has  tended  to  discour^ 
age  building.  I  recognize,  however,  the  fact  that  some  landlords — 
and  quite  a  good  many  of  them,  perhaps  not  a  majority,  but  a  good 
many  of  them — took  advantage  of  the  shortage  of  housing  in  this^ 
city  to  raise  rents  outrageously. 

Dr.  Copeland.  Yes. 

The  Chairman.  Some  increased  their  rents  250  per  cent. 

Dr.  Copeland.  Yes. 
.   The  Chairman.  Now,  as  I  understand  it,  if  I,  as  a  landlord,  desire- 
to  raise  my  tenants'  rents,  and  they  refuse  to  pay  the  increase,  I  cas 
go  to  court  and  sue  them  for  the  increase. 

Dr.  Copeland.  Yes. 
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The  Chairman.  And  they  are  required  to  deposit  with  the  court 
their  monthly  rental  at  what  they  have  been  paying,  and  the  court 
finally  determines  whether  I  am  entitled  to  the  increase. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  And  having  in  mind  the  rents  in  the  neighbor- 
hood and  the  increased  cost  of  carrying  the  property  and  the  return 
I  am  getting  for  my  investment. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  And  then,  if  the  court  decides  in  favor  of  the 
increased  rent,  the  tenants  must  pay  the  increased  rent  or  else  get 
out? 

Dr.  CoPELAND.  Yes. 

The  Chairman.  And  a  judgment  will  lie  against  them  for  the  dif- 
ference between  the  rent  they  were  paying  and  the  increased  rent  in 
the  meantime? 

Dr.  CoPELAND.  Yes. 

Senator  Edge.  Are  you  speaking  of  the  new  legislation  ? 

The  Chairman.  Yes. 

Senator  Edge.  Do  you  think  that  will  likewise  deter  building? 

The  Chairman.  Yes,  I  do;  except  this.  Senator:  My  informa- 
tion is  that  these  rent  laws  will  not  affect  new  construction.  A  ten- 
ant who  lives  in  a  house  built  20  years  ago,  that  did  not  cost  any- 
where near  the  present  high  prices  for  construction,  is  rather  bitter 
against  a  landlord  who  raises  his  rent  abnormally.  At  the  same 
time,  a  man  who  builds  new  houses,  under  these  great  difficulties, 
those  new  houses  must  compete  in  rentals  with  all  the  old  houses; 
and  if  a  man's  new  buildings  to-day  cost  150  per  cent  more  than  they 
did  five  years  ago,  he  simply  raises  the  whole  strata  of  rents  before 
he  can  get  his. 

Dr.  CoPELAND.  Yes. 

The  Chairman.  Therefore  the  builder  is  discouraged,  because  he 
feels  that  it  is  exceedingly  difficult  to  bring  the  average  of  rents  up 
to  a  level  that  will  show  him  a  profit  on  his  building.  The  doctor 
has  spoken  of  the  bill  that  they  passed  at  Albany  this  year — and  you 
passed  the  same  kind  of  bill  in  5few  Jersey,  Senator — in  New  Jersey 
your  State  law,  passed  two  weeks  ago,  gives  to  the  man  who  will 
build  in  this  present  emergency  five  years'  taxes  free.         ♦ 

Senator  Edge.  Yes. 

The  Chairman.  And  our  law  gives  the  local  authorities  the  right 
to  grant  10  vears'  remission. 

Senator  Edge.  Yes. 

The  Chairman.  If  that  is  put  into  effect,  I  believe  that  everybody 
who  has  the  money  and  who  owns  a  vacant  lot  will  build  a  house  next 
year. 

Senator  Edge.  You  dot 

The  Chairman.  Yes. 

Senator  Edge.  In  spite  of  the  regulations  as  to  the  amount  of  rent? 

The  Chairman.  Yes ;  because  1  understand  that  regulation  does 
not  apply  to  the  rents  of  new  houses. 

Senator  Edge.  Then,  on  the  whole,  you  do  not  consider  that  the 
new  legislation,  either  in  New  York  or  New  Jersey,  will  deter 
building? 
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The  Chairman.  No;  I  do  not  believe  it  will  if  they  put  these  ex- 
emptions into  effect.  If  the  local  authorities  have  good  reason — and 
people  arffue  on  both  sides  of  the  question — I  have  heard  some  large 
owners  of  real  estate  who  argued  against  this  exemption  and  others 
who  argued  for  it. 

Senator  Edge.  Oh,  yes. 

The  Chairman.  But  if  we  do  not  put  this  exemption  into  eflFect, 
then  the  laws  that  were  passed  at  Albany  will  deter  building.  If  we 
do,  then  for  the  next  year  and  a  half  we  will  have  a  great  deal  of 
new  building  in  this  State. 

Dr.  CoPELAND.  My  judgment  about  the  new  building  is  that  a  great 
deal  of  it  will  be  by  one-family  outfits — the  individual  who  has  saved 
a  little  money. 

The  Chairman.  Oh,  yes;  going  out  into  Queens  and  the  other  out- 
lying sections. 

Dr.  CoPELAND.  Yes ;  that  is  it. 

Senator  Edge.  It  is  up  to  this  committee  and  to  the  State  legisla- 
tive committees  to  find  some  method,  in  my  judgment,  to  encourage 
or  stimulate  building,  because  personally  I  think  it  is  a  libel  on  the 
enterprise  and  general  business  intere-sts  of  the  country  if  we  should 
have  to  adopt  the  plan  that  the  doctor  has  suggested — that  the  Gov- 
ernment shall  build  homes  for  the  people  to  live  in.  I  am  totally 
and  unalterably  opposed  to  Government  ownership  or  (Jovernment 
develophient  along  those  lines,  and  1  do  not  think  it  should  be 
necessary. 

Dr.  CoPELAND.  That  is  my  innermost  conviction,  too,  and  I  am  op- 
posed to  it  except  as  a  last  resort. 

Senator  Edge.  American  business  men  have  never  yet  failed  in 
their  enterprise  when  there  was  an  opportunity  of  a  fair  and  reason- 
able profit,  and  we  have  got  to  find  a  way  that  they  will  do  it. 

Dr.  CoPELAND.  But  if  they  do  not  do  it 

Senator  Edge  (interposing).  I  think  they  will  do  it. 

Dr.  CoPELAND.  Well,  they  have  not  done  it  yet. 

The  Chairman.  I  know  that  you  will  be  interested,  Doctor,  in  learn- 
ing that  the  building  of  new  homes  in  Boston  in  1919,  the  year  after 
the  armistice,  was  just  one-tenth  of  what  they  were  in  1916,  the  year 
before  tha armistice — just  one-tenth  as  many.  There  was  no  building 
at  all  durinff  1918  of  homes  and  very  little  in  1917. 

Senator  Edge.  Well,  there  was  not  any  anywhere. 

The  Chairman.  No.  In  the  first  six  months  of  1920  the  building 
operations  in  Boston  were  one-half  what  they  were  the  first  six 
months  of  1919.  That  would  seem  to  indicate  that  we  will  find,  by 
the  end  of  1920,  that  the  building  of  homes  in  Boston  was  only  one- 
twentieth  of  what  it  was  in  1916.  On  the  other  hand,  there  are  a 
great  many — I  think  twice  as  many — garages  being  built  in  Boston 
this  year  as  there  are  homes  for  people  to  live  in. 

Senator  Edge.  That  is  very  true — perhaps  ten  times  as  many.  ' 

Mr.  Miller.  I  do  not  believe  a  paternalistic  scheme  would  work. 

Senator  Edge.  I  would  hate  to  see  the  day  that  it  was  ever  tried, 
I  do  not  disagree,  Doctor,  with  your  general  thought  that  it  is  a  gov- 
ernmental responsibility  to  look  after  the  public  health.  Everybody 
appreciates  that;  but  do  not  let  us  relieve  ordinary  enterprise  from 
all  opportunity  to  contribute  to  that  responsibility. 


RECONSTRUCTION   AND  PRODUCTION.  675 

Dr.  CoPELAND.  I  agree  with  that,  Senator;  but  at  the  same  time 
we  leam  a  lot  from  experience  and  observation ;  and  in  every  other 
country  they  have  given  up  trying  to  get  private  capital  with  which 
to  build  houses. 

Senator  Edge.  What  is  the  situation  in  Great  Britain?  I  have  just 
returned  from  England.  They  are  trying  to  have  the  public  buy 
housing  bonds;  is  not  that  correct? 

Dr.  CoPELAND.  Yes.    What  are  they  going  to  do  with  those  bonds? 

Senator  Edge.  Well,  I  assume  that  they  are  for  housing.  I  did  not 
investigate  it,  however,  at  all.  That  is  a  public  proposition — the  pub- 
lic are  going  into  it  and  spending  their  own  money,  not,  as  I  under- 
stand it,  through  the  levying  of  taxes,  but  it  is  a  voluntary  invest- 
ment on  the  part  of  any  individual. 

Dr.  CoPELAND.  Well,  you  are  not  fully  informed  on  the  subject. 

Senator  Edge.  Perhaps  I  am  not. 

Dr.  Copeland.  The  fact  is,  how  those  bonds  are  ever  going  to  be 
redeemed  I  do  not  know,  and  I  could  not  find  out ;  but  the  Govern- 
ment of  England  is  back  of  those  bonds.  Those  housing  bonds  are 
being  sold  hj  municipalities  and  by  boroughs  of  the  city  of  London. 
They  are  being  sold  by  the  borough  or  by  the  municipality,  with  the 
underwriting  or  the  indorsement  of  the  central  Government ;  and  the 
city  of  Bristol,  a  town  of  400,000  population — just  about  the  same  size 
as  Newark — the  city  of  Bristol  is  building  5,000  houses — the  city 
itself,  the  municipality.  I  know,  because  1  went  to  Bristol  and  I 
visited  those  houses.  In  this  scheme  of  building  in  England  they  are 
not  only  building  houses  but  they  are  doing  town  planning,  which  is 
a  very  important  thing  for  this  city  as  well.  It  is  a  very  important 
thing  here,  where  the  houses  should  be  built — almost  as  important  as 
to  build  the  houses — because  the  question  of  transportation  is  So 
pressing.  The  city  of  Bristol,  England,  is  building  5,000  and  the 
city  of  Manchester  is  building  10,000  and  the  city  of  London,  through 
its  various  boroughs,  is  building  100,000  houses, 'with  the  indorsement 
of  the  Government,  which  guarantees  the  bonds. 

The  Chairman.  I  understand  the  system  in  London  to  be  that  the 
Government  pays  a  subsidy  to  the  builder. 

Mr.  Copeland.  They  will  do  either;  they  will  pay  a  subsidy  of 
about  25  per  cent  of  the  value  of  the  house  built  or,  as  they  are  doing 
in  Bristol,  Manchester,  and  some  of  the  boroughs  of  London,  the  city 
itself  builds  the  property. 

Senator  Edge.  They  are  being  built  with  the  receipts  from  the  sales 
of  those  housing  bonds  ? 

Dr.  Copeland.  Yes. 

Senator  Edge.  And  the  housing  bonds  are  being  taken  by  the 
public,  just  the  same  as  the  public  would  buy  a  Liberty  bond,  for 
instance  ? 

Dr.  Copeland.  Just  the  same ;  yes. 

Senator  Edge.  So  that  it  is  not  exactly  a  governmental  activity? 
It  is  a  case  of  the  Government  doing  it,  as  it  should,  in  my  judg- 
ment—trying to  interest  the  people  ot  the  country  in  investing  in  the 
building  of  homes  ? 

Dr.  Copeland.  Yes. 

Senator  Edge.  Well,  that  is  different  entirely  from  the  city  of 
New  York  suddenly  on  their  budget  stating  that  they  propose  to  tax, 
in  the  usual  form  of  taxation,  or  to  adopt  some  new  source  of  income, 
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and  include  an  item  of  a  million  dollars,  say,  for  the  building  of 
houses,  to  be  administered  by  ttfe  government  of  the  city  of  New 
York.    That  is  quite  a  different  proposition  ? 

Dr.  CoPELAND.  If  you  see  a  distinction  there  I  will  accept  your 
view  of  it. 

Senator  Edge.  I  see  a  vast  distinction  between  a  man  voluntarily 
investing  in  a  bond  and  the  city  of  New  York,  or  any  municipality 
with  a  political  government,  building  homes;  do  you  not,  Senator? 

The  Chairman.  Well,  is  the  city  of  Bristol  building  these  homes 
with  the  receipts  from  the  sale  of  these  bonds? 

Dr.  Copeland.  Yes ;  the  housing  bonds  are  used  locally. 

The  Chairman.  The  payment  of  which  the  city  of  Bristol  guar- 
antees ? 

Dr.  Copeland.  Yes;  the  city  of  Bristol  guarantees  them,  and  the 
Federal  Government  guarantees  that  the  city  of  Bristol  will  pay  the 
bonds. 

The  Chairman.  That  is  to  say,  the  English  Government  ? 

Dr.  Copeland.  Yes. 

Senator  Edge.  I  see  no  objection  to  the  city  using  its  great  power, 
or  the  Government  either,  to  help  organize  its  people  and  arouse 
them  to  the  necessity  of  building  houses,  but  not  making  it  a  part  of 
their  ordinary  business  of  government.  Now,  I  do  not  consider  that 
thev  are  doing  that  when  they  are  simply  asking  the  people  to  invest 
in  those  bonds. 

Dr.  Copeland.  That  is  all  very  well,  but  suppose  those  bonds  come 
due ;  the  Government  has  to  pay  them. 

Senator  Edge.  There  is  no  reason  why  the  city  government,  having 
the  power  they  have,  together  with  their  business  men,  whom  I  pre- 
sume they  would  take  into  consultation,  should  not  work  out  a  plan 
for  retiring  the  bonds.    That  is  purely  a  business  proposition. 

Dr.  Copeland.  That  is  fine,  Senator,  and  I  am  for  that  plan. 

Senator  Edge.  I  am  not  going  on  record  for  that  plan,  but  I  think 
it  is  very  much  better  than  the  Government  simply  starting  in,  out 
of  whole  cloth,  and  putting  into  their  budget  a  million  dollars,  or 
whatever  the  amount  may  be,  to  build  houses,  and  then  starting  to 
raise  the  tax  rate  20  or  30  points,  because  they  will  not  do  it  as  well 
as  private  enterprise  would  do  it. 

Dr.  Copeland.  I  know  that  if  the  city  of  New  York  will  say  to  the 
people, "  We  will  issue  $100,000  of  bonds  to  build  houses,"  those  bonds 
will  be  bought. 

Senator  Edge.  I  think  they  would,  under  present  conditions. 

Dr.  Copeland.  And  if  that  plan  were  adopted  the  houses  would  be 
built. 

Senator  Edge.  If  the  city  of  New  York  will,  in  connection  with 
that,  provide  proper  legislation  and  appoint  a  board  of  real  busi- 
ness men,  who  know  the  game  of  landlord  and  tenant,  and  have  men 
who  are  bankers,  builders,  etc.,  on  that  board,  who  will  really  admin- 
ister the  proposition,  then  it  is  fair  enough,  apart  from  the  political 
control,  and  would  receive  my  approval. 

Dr.  Copeland.  That  is  alsolutely  all  right.  Now,  to  go  back  to 
mv  testimonv,  I  want  to  finish  about  mv  telegram  to  Senator  Lock- 
wood.  I  sent  this  telegram  saying  that  there  were  two  things  that 
this  housing  body— consisting  of  bankers  and  sane  men;  that  is  all 
right — that  they  should  have  the  power  to  say  what  is  essential  and 
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what  is  nonessential  in  the  way  of  building,  and  then,  if  need  be, 
by  some  such  scheme  as  that  suggested  by  Senator  Edge,  or  by  the 
sale  of  city  bonds,  that  we  should  go  through  with  this  program. 
Senator  Lockwood  wrote  me  that  he  did  not  receive  this  telegram 
until  after  the  legislature  adjourned — and  I  have  taken  that  up  with 
the  Western  l^'^nion  to  find  out  why  that  was  so.  He  went  on  further 
to  say  that  the  corporation  counsel  had  said  that  it  was  not  possible 
for  the  city  under  any  circumstances  to  pledge  its  credit  to  build 
houses.  My  reply  was  that  that  is  a  matter  which  should  be  left  to 
the  courts  to  determine.  This  is  a  public  problem.  The  city  of  New 
York  is  spending  money  to  build  aocks,  which  are  leased  to  private 
individuals,  and  1  think  it  could  very  well  afford  to  lend  its  credit 
to  this  scheme ;  and  I  think  that  with  modifications  of  Senator  Edge's 
suggestion  we  may  be  able  to  get  this  proposition  through.  We  have 
now  one  project  on  hand — a  conamercial  ouilding  project — that  if  it 
is  permitted  to  be  carried  forward  will  dispossess  1,450  families, 
besides  a  large  number  of  rooming  and  boarding  houses.  Now,  one 
does  not  need  to  be  told  that  that  is  a  crime  in  these  times.  Every 
one  of  those  houses  should  be  preserved.  This  is  no  time  to  permit 
the  construction  of  nonessential  stuff. 

Senator  Edge.  You  mean  by  that,  the  building  of  such  a  commer- 
cial structure,  because  of  its  taking  away  material  and  labor  that 
should  be  used  for  building  dwellings? 

Dr.  CoPELAND.  For  two  reasons;  in  the  first  place,  it  tears  down 
houses  where  people  now  live;  and,  in  the  second  place,  it  absorbs 
the  labor  and  material  in  that  new  building. 

Mr.  MiLLEB.  That  job  that  you  refer  to,  I  expect,  is  a  municipal 
job,  at  that? 

Dr.  CoPELAND.  Well,  it  is;  yes.    One  of  the  men  down  town  has 

i'ust  sent  me  by  messenger  a  memorandum  showing  the  elation  of 
Lousing  to  deaths  from  diphtheria  and  scarlet  fever,  showing  that 
where  the  housing  is  congested,  where  a  number  of  persons  live 
under  congested  conditions,  where  the  number  of  inhabitants  per 
acre  is  excessive,  that  is  the  point  where  we  have  our  highest  death 
rate  from  diphtneria  and  scarlet  fever.  Of  course,  there  can  be  no 
dispute  about  that.  I  think,  Senator  Calder,  that  covers  the  situa- 
tion as  I  see  it. 

Now,  I  shall  be  very  glad  to  put  at  vour  disposal  any  details  re- 
garding conditions  here.  I  have  ordered  another  survey  to  be  started 
the  1st  of  October,  to  see  what  effect  the  new  housing  conditions  have 
upon  the  population. 

The  Chairman.  I  think  the  records  will  show,  if  investigation  is 
made  here  in  New  York,  that  during  the  past  year  we  have  built 
ve^  few  tenement  houses. 

Dr.  CopELAND.  Yes,  sir. 

The  Chairman.  The  number  is  hardly  worth  while  mentioning, 
but  we  have  built  a  great  many  one  and  two  family  houses  in  the  out- 
lying sections.  Now,  the  men  who  build  those  one  and  two  family 
houses  construct  them  for  the  purpose  of  selling  them? 

Dr.  CopELAND.  Yes. 

The  Chairman.  And  the  costs  of  those  houses  have  been  so  very 
high  that  I  am  doubtful  whether  they  will  ever  sell  them,  because,  as 
I  said  a  moment  ago,  the  prices  are  150  per  cent  higher  than  they  were 
in  1915  and  1916. 
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Dr.  CoPELAND.  I  was  rather  regretful  that  the  law  did  not  require 
multiple  houses,  under  that  exemption — ^that  is,  to  accommodate  a 
large  number  of  persons — because  those  are  the  houses  we  need  in 
New  York. 

The  Chairman.  Well,  the  only  objection  to  that  that  I  could  see — 
and  I  think  it  would'appeal  to  you  as  health  commissioner  and  a  man 
who  wants  to  help  the  people  of  our  city  to  better  health  conditions — 
is  that  living  conditions  would  be  much  better  if  we  could  get  the 
people  to  go  out,  say,  into  the  outlying  sections  of  Queens,  and  the 
bronx,  where  land  is  cheap,  and  build  a  little  one-family  house. 

Dr.  CoPELAND.  If  I  had  my  way,  I  vould  have  every  family  in  New 
York  live  in  one  detached  house,  where  the  children  could  be  brought 
up  under  normal  Conditions.  There  is  not  any  doubt  about  the  desir- 
ability of  that.   This  build-a-home  idea  is  the  right  one. 

The  Chairman.  Doctor,  I  have  given  a  great  deal  of  study  to  the 
building  business,  and  many  years  ago  I  was  superintendent  of  build- 
ings in  Brooklyn,  and  I  had  a  great  deal  to  do  with  the  amendment  of 
the  tenement-house  law  in  1903.  After  it  was  enacted,  it  was  found 
necessary  to  modify  it  somewhat.  Under  the  operation  of  the  tene- 
ment-house law  we  have  not  built  vei'y  many  houses  for  poor  people 
to  live  in,  have  we  ? 

Dr.  CopELAND.  No,  sir. 

The  Chairman.  It  has  operated  so  that  the  man  with  a  fair  income 
could  get  pretty  good  housing  facilities,  while  the  man  whose  pay 
was  $1.50  or  $2  or  $3  a  day  had  to  huddle  up  in  an  old  tenement;  is 
not  that  so  ? 

Dr.  CoPELAND.  Yes.  My  judgment  of  the  tenement-house  law  is 
that  unless  we  are  going  further  with  it  and  do  more  with  it,  we  might 
better  abolish  it  and  absorb  the  department  in  the  health  department^ 
because  there  is  constant  conflict  between  the  tenement- house  depart- 
ment and  the  health  department  regarding  jurisdiction,  and  a  land- 
lord will  pay  no  attention  whatever  to  an  order  from  the  tenement- 
house  department,  because  there  is  no  authority  to  enforce  it ;  but  he 
will  scramble  around  and  fix  things  up  if  the  board  of  health  puts  an 
order  on  him,  because  the  board  of  health  can  send  him  to  jail  if  he 
does  not  do  it. 

The  Chairman.  I  know  that. 

Dr.  CopELAND.  We  have  constant  difficulty  in  the  way  of  conflicting 
jurisdiction,  and  it  is  only  because  of  our  desire  to  cooperate  without 
friction  that  we  are  able  to  get  along  at  all — ^there  is  so  much  chance 
for  dispute  between  the  two  departments.  I  think  on  general  princi- 
ples it  IS  a  great  mistake  to  subtract  from  the  health  department  any 
authority.  In  this  State  when  we  passed  the  narcotics  statute  we  made 
a  great  mistake.  The  board  of  health  could  deal  with  that  problem 
independently  of  the  statute  very  much  better  than  is  being  done 
under  the  present  law. 

Senator  Edge.  At  least  they  should  be  in  some  way  accountable  to 
you? 

Dr.  CoPELAND.  Yes. 

Mr.  Miller.  Have  you  any  knowledge.  Dr.  Copeland,  of  the  health 
conditions  in  any  of  the  other  large  cities  of  the  country? 

Dr.  Copeland!  I  have  no  reason  to  doubt,  from  my  correspondence 
with  health  commissioners,  that  the  same  conditions  that  we  have  here 
prevail  in  other  cities. 
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The  Chairman.  Have  you  any  further  questions,  Senator? 

Senator  Edge.  No  ;  I  think  the  doctor  has  given  us  a  very  interesting 
presentation  of  it. 

The  Chairman.  Mr.  Miller? 

Mr.  Miller.  No,  Senator. 

The  Chairman.  Thank  you  very  much.  Doctor.  May  we  feel  at 
liberty  to  call  on  you  for  any  information  you  may  have  in  your  office  ? 

Dr,  CoPELAND.  Yes,  indeed;  1  will  be  verv  glad,  and  if  the  ma- 
chinery of  my  office  can  assist  you  in  any  way,  let  us  know. 

The  Chairman.  Thank  you  very  much. 

Dr.  CopELAND.  Not  at  all,  sir. 

^Whereupon,  at  12  o'clock  noon,  the  committee  adjourned  until 
Friday,  October  1, 1920,  to  meet  again  in  the  same  place  at  2  o'clock 
p.  m.) 
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FRIDAY,  OCTOBEB  1,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City, 

By  direction  of  the  chairman  the  hearing  set  for  this  day  at  2 
o'clock  p.  m.  was   further  adjourned,  subject  to  call. 


WEDNESDAY,  OCTOBEB  6,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

.  New  York  City, 

The  committee  met,  pursuant  to  call,  in  the  conference  room,  En- 
gineering Societies  Building,  29  West  Thirty-ninth  Street,  at  10.30 
o'clock  a.  m. 

Present:  Senator  Calder  (chairman) ;  and  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

The  Chairman.  Mr.  Ford,  I  understand  that  you  were  a  member 
of  the  American  Industrial  Commission  to  France,  1916;  official 
United  States  delegate  to  International  Housing  Congress  in  Vi- 
enna, 1910;  deputy  commissioner  in  charge  of  reconstruction  in 
Fran'ce,  American  Red  Cross,  1917-19;  city  planning  consultant  to 
the  cities  of  New  York,  Newark,  Jersey  City,  Omaha,  etc. ;  and  that 
you  were  abroad  in  1919  and  part  of  the  present  year,  acting  as  a 
consultant  to  the  French  Government,  in  connection  with  the  re- 
planning  of  Rheims,  Soissons,  Arras,  and  other  cities  of  France. 

STATEMENT  OF  MB.  OEOBaE  B.  FOBD,  CITT  FLANNINa  CON- 
STTLTANT  (TECHNICAL  ADYISOBT  COBPOBATION,  NEW  TOBK 
CITT). 

Mr.  Ford.  It  was  not  exactly  for  the  French  Government,  as  a 
whole,  but  as  consultant  to  various  cities  in  their  replanning,  par- 
ticularly Rheims,  which  did,  after  many  public  hearings,  adopt  my 
plans  which  are  now  in  effect. 

The. Chairman.  How  large  a  city  is  Rheims? 

Mr.  Ford.  One  hundred  and  tweny-five  thousand  before  the  war. 

The  Chairman.  Was  it  completely  destroyed  ? 

Mr.  Ford.  Ninety  per  cent  of  the  city  was  destroyed.  To  give  you 
an  idea  of  the  extent  of  the  destruction  caused  by  tne  war  in  the  cen- 
tral paij  of  Rheims,  I  may  say  that  only  the  buildings  indicated  by 
the  dark  colored  parts  of  this  chart  are  reparable  [exhibiting  chart]. 
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This  shows  the  tremendous  extent  of  the  destruction  of  the  city.  The 
amount  of  destruction  was  not  so  great  until  the  latter  part  of  March, 
1918,  at  which  time  the  Germans  started  sending  in  320  millimeter 
shells.  Up  to  that  time  the  city  was  only  25  per  cent  destroyed,  but 
from  that  time  on  the  destruction  was  very  great.  They  took  a 
census  right  after  the  armistice  and  found  that  by  putting  two  and  a 
half  people  per  room  in  houses  that  were  reparable,  they  could  house, 
at  a  maximum,  30,000  people  in  the  tow^n.  To-day,  however,  there 
are  90,000  people  there  despite  the  fact  that  there  has  been  almost  no 
rebuilding.  \  ou  can  gain  an  idea  from  this  as  to  tlie  housing  condi- 
tions in  the  city  at  the  present  time. 

The  Chairman.  Mr.  Ford,  the  committee  would  like  to  hear  from 
you,  in  your  own  way,  as  to  just  what  your  work  was  in  France,  the 
conditions  there  as  you  found  them,  and  how  they  are  to-day. 

Mr.  Ford.  Mr.  Miller  had  asked  me  previously  to  say  just  a  word 
about  what  I  had  done  in  France,  so  as  to  get  an  idea  as  to  my  point 
of  view. 

I  was  given  a  license  or  a  diploma  as  an  architect  and  construction 
engineer  in  France  in  1907,  alter  four  years'  study  in  that  country, 
and  at  that  time  I  commenced  my  studies  of  housing  and  town  plan- 
ning there.  I  studied  these  subjects  in  Germany,  Italy,  England, 
and  in  various  other  European  countries  at  the  same  time.  Then, 
in  1910,  I  was  the  official  delegate  of  the  United  States  Government 
to  the  International  Housing  Conference,  at  Vienna,,  and  at  that 
time  I  made  a  ctmsiderable  study  of  housing  and  town  planning  and 
attendant  problems,  especially  in  Austria  and  Germany. 

I  made  another  trip  over  there  in  1912,  when  I  made  a  study  of 
housing  work  in  various  countries  of  Europe,  and  then  again  in 
1916  I  spent  several  months  in  France  and  England — mostly  in 
France,  as  a  member  of  the  American  Indus-trial  Commission  to 
France,  which  went  over  there  officially  as  the  guests  and  at  the 
recjuest  of  the  French  Government  to  investigate  the  whole  problem 
of  industrial  and  commercial  exchange  between  the  two  countries 
and  to  try  to  create  a  better  mutual  understanding  of  the  problems 
of  the  two  countries.  Among  us  we  published  this  report  [ex- 
hibiting]. 

I  was  the  specialist  on  housing  and  industrial  welfare  on  that  com- 
mission. This  work  was  done  in  1916,  before  this  country  entered 
the  war.  You  will  find  a  number  of  statements  in  this  pamphlet 
about  the  housing  and  industrial  problems  which  existed  at  that  time. 
We  visited  a  hundred  industrial  plants  throughout  France  and  much 
of  the  devastated  regions.  In  June,  1917,  I  went  over  as  one  of  the 
commissioners  of  the  American  Red  Cross,  to  take  charge  of  recon- 
struction work;  but,  as  it  turned  out,  the  American  Red  Cross  did  not 
do  any  reconstruction  work,  as  they  decided  it  was  an  economic  prob- 
lem for  the  French  Government  and  not  a  charitable  problem  for  the 
Red  Cross;  so  I  organized  a  construction  department  in  the  Ameri- 
can Red  Cross,  and  up  until  the  armistice  I  constructed  hospitals  and 
barracks,  canteens,  and  so  forth,  all  over  France,  and  I  came  into  con- 
tact with  French  building  conditions,  prices,  and  so  forth,  as  a  result 
of  that  work.  The  latter  part  of  that  time  I  organized  a  bureau  in 
the  Red  Cross  to  assist  the  French  Government  in  the  hoi^sing  of 
refugees,  of  which  there  W3re  2,000,000.    We  studied  the  housing  of 
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these  refugees  all  over  France,  and  we  succeeded,  before  the  armi- 
stice, in  improving  the  housing  of  some  20,000  refugees. 

After  the  armistice  I  left  the  Red  Cross  and  have  been  working 
directly  with  the  French  in  their  city  planning  and  housing  work  in 
the  devastated  regions.  Through  an  organization  known  as  La 
Renaissance  des  Cites,  I  have  been  working  directly  with  the  munici- 
palities and  with  the  departmental  government  in  helping  them  im- 
prove the  plans  of  their  towns  in  the  devastated  regions.  As  you 
know,  every  town  in  the  devastated  region  must  be  replanned  along 
modern  lines,  according  to  the  law  of  March  14, 1919,  which  provides 
that  every  citv  and  town  in  France  of  over  10,000  inhabitants  and 
every  city  anci  town  and  village,  no  matter  how  small,  in  the  devas- 
tated regions  must  have  a  plan  made  for  its  improvement  in  sanita- 
tion, circulation,  housing,  and  so  forth,  before  any  permits  for  per- 
manent reconstruction  can  be  given.  This  means  that  in  the  devas- 
tated regions  alone  there  are  2,600  villages  and  towns  where  these 
plans  are  being  laid  out,  and  it  is  in  advising  on  these  plans  that  I 
have  been  engaged. 

1  was  asked  to  take  charge  of  making  plans  for  the  city  of  Rheims, 
which  is  the  largest  city  that  was  destroyed,  and  we  carried  those 
plans  through,  working  directly  with  the  French  architects  and  engi- 
neers, and  the  plans  were  adopted  not  only  by  the  city  but  by  the 
French  Government  as  well,  and  are  now  in  effect. 

From  the  standpoint  of  construction,  the  French  organized  directly 
after  the  armistice  what  is  known  as  the  "  Building  Council."  It  is 
composed  of  the  presidents  of  the  leading  national  associations  of 
contractors,  engineers,  architects,  material  supply  people,  etc.,  rep- 
resenting virtually  all  of  the  building  interests  of  France.  That 
council  was  composed  of  about  18  members,  of  which  they  asked  me 
to  become  one.  1  was  present  at  nearly  all  the  meetings;  in  fact,  I 
was  the  only  foreigner  who  was  a  member  of  the  council. 

Before  the  war  France  had  been  very  active  in  trying  to  improve 
the  housing  of  people  who  could  only  afford  to  pay  a  comparatively 
small  rent,  or  who  could  only  afford  to  buy  low-cost  houses^  and,  as 
you  know,  they  had  a  number  of  laws  to  that  effect,  starting  way 
back  in  the  90's.  In  general,  these  early  laws,  of  which  the  Laws  of 
1906  and  1908  were  the  principal  ones,  provided  that  the  State  would 
lend  money  at  interest  varying  from  2  per  cent  to  3  per  cent  to  cities 
or  to  private  societies,  which  would,  in  turn,  loan  to  individuals  at 
just  enough  additional  cost  to  pay  the  overhead  charges  of  handling 
the  money.  With  this  money  nouses  were  to  be  built  to  rent,  or  to 
sell  on  the  installment  plan,  principally  to  workingmen. 

These  laws,  up  until  the  time  of  the  war,  had  resulted  in  the  ex- 
jienditure  by  the  Government  of  a  total  of,  roughly,  150,000,000 
francs.  This  was  divided  into  two  main  classes:  First,  the  money 
which  was  loaned  to  societies  for  the  building  of  tenement  houses 
or  individual  houses  for  rent,  in  which  special  concessions  were  made 
to  needy  families  and  to  large  families ;  and  then  the  other  part  was 
loaned  by  the  Government  at  2  per  cent  to  societies  which  would 
sell  the  houses  on  the  installment  plan  to  individuals,  with  something 
like  2^  acres  of  land  attached  to  each  house,  so  that  the  people  could 
conduct  small  farms  and  be,  as  far  as  possible,  economically  inde- 
pendent. 
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The  Chairman.  You  say  the  Government  would  lend  the  money 
at  2  per  cent  ? 

Mr.  Ford.  Yes ;  at  2  per  cent  interest. 

The  Chairman.  Where  did  the  Government  get  that  money? 

Mr.  Ford.  The  Government  got  that  money  through  their  ordinary 
bond  issues  and  Government  loans,  and  the  Government  was  paying 
anywhere  from  4^  to  6  per  cent  for  that  same  money,  and  the  Gov- 
ernment paid  the  difference  out  of  the  regular  governmental  revenue. 

The  Chairman.  That  is  to  say,  out  of  the  taxes  levied  upon  the 
people  ? 

Mr.  Ford.  Yes. 

The  Chairman.  That  was  a  contribution  that  the  Government 
made? 

Mr.  Ford.  Yes;  a  contribution  by  the  Government. 

The  Chairman.  And  that  condition  existed  before  France  entered 
the  war? 

Mr.  Ford.  Yes ;  that  was  started  first  in  1906. 

The  Chairman.  Have  you  any  idea  how  much  the  Government 
advanced  imder  those  conditions? 

Mr.  Ford.  The  total  amounted  to,  roughly,  150,000,000  francs 
before  the  war.  At  the  same  time,  they  made  a  number  of  other 
concessions.  For  instance,  they  remitted  the  taxes  on  new  housing 
for  12  years. 

The  Chairman.  They  remitted  the  taxes? 

Mr.  Ford.  Yes. 

The  Chairman.  On  new  housing? 

Mr.  Ford.  Yes;  on  all  new  buildings  for  housing  purposes  that 
came  within  the  category  of  low-cost  housing.  This  did  not  apply 
to  the  high-class  apartment  houses,  but  only  to  low-rent  tenements. 

The  Chairman.  Do  you  know  whether  that  applied  to  the  smaller 
houses  built  for  one,  two,  or  three  families? 

Mr.  Ford.  Yes;  it  also  applied  there;  but  the  tax  was  not  remitted 
on  the  land — only  on  the  building — and  they  also  remitted  their 
famous  tax  on  doors  and  windows,  too,  in  such  cases. 

The  Chairman.  There  was  a  special  tax  on  doors  and  windows? 

Mr.  Ford.  Yes;  a  special  tax  on  doors  and  windows.  It  is  the 
lessee  who  pays  the  tax  on  doors  and  windows,  and  I  remember  when 
as  a  student  1  was  the  lessee  of  an  apartment  I  had  to  pay  2^  francet 
on  each  outside  door  and  on  each  window  in  my  apartment. 

Mr.  Miller.  They  have  the  same  system  in  Germanj^  I  believe? 

Mr.  Ford.  Yes. 

Mr.  Miller.  What  did  that  amount  to,  per  month  ? 

Mr.  Ford.  Two  and  a  half  francs  a  year  on  each  window  and  each 
door — outside  door.  The  tendency  was  to  create  the  least  possible 
number  of  windows,  of  course. 

The  Chairman.  Or  else  one  big  window,  perhaps? 

Mr.  Ford.  Yes. 

Mr.  Miller.  Do  they  have  a  residence  tax,  the  same  as  they  have 
in  Germany — that  is  to  say,  do  they  pay  for  living  in  a  house? 

Mr.  Ford.  No  ;  I  do  not  know  of  any  such  tax  in  France. 

The  Chairman.  Is  that  door  and  window  tax  still  in  effect? 

Mr.  Ford.  It  was  largely  done  away  with  about  a  year  and  a  half 
or  two  years  ago;  not  entirel3%  however.  There  is  also  a  tax  on 
chimneys  in  France,  which  has  sometimes  resulted  in  having  as  many 
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as  30  flues  in  one  chimney.  I  do  not  recall  the  amount  of  that  tax  at 
the  moment,  however. 

Then,  for  all  the  special  housing  recognized  by  the  Government 
there  are  no  incorporation  fees,  and  there  is  exemption  of  all  capital 
and  income  taxes. 

Mr.  Miller.  Was  all  this  before  the  war? 

Mr.  Ford.  Yes ;  this  was  before  the  war. 

The  Chairman.  You  say  there  is  an  exemption  of  all  capital  and 
income  taxes? 

Mr.  Ford.  Yes ;  all  taxes  on  capital  or  income  that  comes  from  or 
has  to  do  with  this  special  housing.  Then  there  is  an  exemption  of 
all  inheritance  taxes  that  have  to  do  with  this  housing. 

The  Chairman.  Just  what  do  you  mean  by  "  having  to  do  with  this 
housing?  " 

Mr.  roRD.  All  thi&  special  housing  that  is  recognized  by  the 
French  Government  as  being  a  public  utility,  which  receives  more 
or  less  encouragement  from  the  Government  in  the  way  of  loans.  All 
private  moneys  which  are  invested  in  (that  housing  are  exempted 
irom  taxation.  The  Government  only  advances  anywhere  from  50 
to  70  per  cent  and  private  sources  advance  the  balance.  Then  sav- 
ings banks,  trust  funds,  municipalities,  and  estates  can  subscribe, 
under  the  French  law,  to  housing  bonds  for  workingmen's  housing. 
A  city  or  a  department  of  the  French  Government  can  contribute 
land,  and  even  existing  buildings,  at  a  value  of  not  less  than  one- 
half  their  real  value. 

The  Chairman.  A  moment  ago  you  said  that  savings  bank  funds 
and  estate  funds  could  be  invested  in  these  bonds,  the  proceeds  of 
which  are  to  be  used  for  workingmen's  housing? 

Mr.  Ford.  Yes. 

The  Chairman.  Now,  when  they  are  so  invested,  is  the  income 
therefrom  exempt  from  taxation? 

Mr.  Ford.  I  understand  so ;  yes. 

The  Chairman.  Do  you  know  what  rate  of  interest  they  receive? 

Mr.  Ford.  I  am  commg  to  that  in  just  a  few  moments,  if  I  may. 

The  Chairman.  Yes;  proceed. 

Mr.  Ford.  The  city  or  State  can  guarantee  up  to  3  per  cent  of  the 
interest  on  the  bonds  of  any  housing  society,  and  they  can  guarantee 
it  perpetually,  without  the  necessity  of  its  having  to  be  amortized, 
and  they  can  guarantee  the  dividend  on  the  stock  up  to  a  maximum 
of  20  years  in  these  societies.  Then,  garden  cities,  workingmen's 
gardens,  laundries,  shower  baths,  buildings  for  the  care  of  children 
while  their  mothers  are  at  work,  playgrounds,  and  even  shops,  pro- 
vided they  do  not  sell  alcoholic  drinks — this  is  in  France — are  in- 
cluded in  the  class  of  buildings  that  can  receive  subsidies  from  the 
Government. 

Then  the  municipalities  themselves  can  aid  a  housing  society  to 
the  extent  of  not  over  1  per  cent  per  year  of  the  total  cost  of  land 
and  building,  as  a  reduction  on  the  rents,  provided  there  are  over 
three  children  under  16  years  of  age.  They  can  also  do  the  same 
for  families  who  are  considered  j)articularly  needy ;  in  other  words, 
they  are  encouraging  large  families.  This  amount  which  can  be 
granted  each  year  by  the  city  can  be  increased  to  2  per  cent  of  the 
total  cost  of  land  and  building  for  30  years,  where  at  least  half , of 
the  buildings  being  erected  by  the  society  are  for  needy  families  and 
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where  there  are  over  three  children.  That  makes  quite  a  consider- 
able reduction. 

The  Chairman.  Yes,  indeed;  it  is  really  tremendous. 

Mr.  Ford.  And,  in  addition,  they  enjoy  all  the  privileges  that 
I  have  named  above. 

To  encourage  what  is  known  as  small  holdings — to  encourage  people 
to  have  a  plot  of  land  of  1,  2,  or  2^  acres  as  a  maximum,  on  which 
they  can  take  care  of  themselves  and  raise  garden  produce — the 
French  Government  lends  money  to  housing  societies  at  2  per  cent 
interest,  provided  that  the  tenant  or  the  person  who  will  eventually 
buy  the  property  will  himself  advance  ah  equity  of  one-fifth  of  the 
cost  of  the  land  and  building. 

The  Chairman.  Do  I  understand,  Mr.  Ford,  that  the  money  is 
loaned  to  the  prospective  purchaser  at  2  per  cent? 

Mr.  Ford,  it  is  loaned  to  a  housing  society,  which,  in  turn,  adds 
on  anywhere  from  one-quarter  to  1^  per  cent  for  their  overhead 
expenses. 

Mr.  Miller.  They  then  loan  80  per  cent  of  the  value  of  the  prop- 
erty? 

Mr.  Ford.  Noj  the  Government 

Mr.  Miller  (interposing).  I  mean,  the  housing  society  loans  80 
per  cent? 

Mr.  Ford.  Yes ;  the  housing  society  loans  80  per  cent. 

Mr.  Miller.  And  that  costs  the  purchaser  wnat  per  cent? 

Mr.  Ford.  And  it  costs  the  purchaser,  in  the  varying  amounts  that 
I  will  come  to  in  a  few  moments,  depending  on  circumstances,  any- 
where from  2j  to  3J  per  cent,  amortizable  in  a  maximum  of  25  vears. 
Then,  in  addition,  where  a  man  wants  to  purchase  a  small  holding, 
with  the  help  of  this  Government  loan,  he  has  to  take  out  life  insur- 
ance that  will  continue  his  monthly  payments  in  case  of  his  death ; 
and  he  also  has  to  show  a  sanitary  certificate,  which  is  given  to  him 
by  the  health  authorities,  to  show  that  his  building  conforms  with  all 
the  sanitary  provisions  of  the  French  health  laws. 

These  building  credit  societies  that  receive  this  money  at  2  per  cent 
from  the  Government  are  not  allowed  to  lend  to  housing  cooperative 
societies  at  over  2|  per  cent.  In  other  words,  if  a  group  of  owners 
are  grouped  together  in  a  society,  cooperative  society,  tney  can  get 
the  money  through  a  building  credit  society  from  the  French  Govern- 
ment at  2^  per  cent. 

Ordinarily,  the  Government  lends  60  per  cent  of  the  value  of  the 
land  and  building,  or  if  the  municipality  will  guarantee  the  differ- 
ence, the  Government  will  lend  70  per  cent — in  other  words,  if  the 
commune,  or  the  municipality,  will  guarantee  the  last  10  per  cent. 

Under  the  French  laws  the  rents  on  all  buildings  that  received 
this  Government  subvention  were  fixed  before  the  war  at  a  maxi- 
mum of  4J  per  cent  of  the  cost  of  the  land  and  building.  Whefre 
there  are  small  farms,  the  State  lends  up  to  80  per  cent  of  the  value 
of  the  land  and  buildings,  plus  2,000  francs  maximum  on  the  farm 
buildings,  and  1,200  francs  on  the  ^rdens.  As  you  know,  in  France, 
there  is  a  homestead  act,  which  is  called  the  "Bien  de  famille,^ 
which  corresponds  to  our  homestead  act,  such  as  we  have  in  Texas,  for 
instance,  here  in  America,  by  which  a  man  is  entitled  to  a  maximum 
of  8,000  francs  for  a  homestead  from  the  French  Government. 


RECONSTRUCTION   AND  PRODUCTION.  687 

The  Chairman.  Mr.  Ford,  these  things  all  existed  before  France 
entered  the  war,  as  I  understand  it  ? 

Mr.  Ford.  Yes. 

The  Chairman.  And  do  they  still  continue? 

Mr.  Ford.  Well,  now,  during  the  war  there  was  virtually  no  hous- 
ing done,  except  tor  munition  workers,  and  that  was  done  by  the 
ministry  of  munitions — the  ministry  of  armament.  They  put  up 
nothing  but  barracks  housing.  There  was  virtually  no  permament 
housing  done  by  the  Government  during  the  war;  there  were  sev- 
eral private  manufacturers  that  did  put  up  houses  of  poured  concrete 
or  of  concrete  blocks,  or  some  other  quick  construction,  but  it  was 
the  very  cheapest  kind  of  housing,  and  probably  would  not  be  con- 
sidered permanent.  We  saw  some  of  them  when  we  were  over  there 
in  1916. 

Since  the  war  the  Government  has  been  very  active  on  the  housing 
problem.  In  the  first  place,  they  have  increased  the  credit  that  is 
ayailable  for  small  holdings  from  100,000,000  francs  before  the 
war  to  2()0,()00,0(X)  francs  at  the  present  time;  and  they  have  in- 
creased the  credit  available  for  other  housing  from  100i)00,(X)0 
francs  before  the  war  to  300,000,000  francs;  so  the  French  Govern- 
ment has  now  in  its  budget  500,000,000  francs  available  for  loans  on 
housing  at  2  per  cent  interest. 

Furthermore,  the  Government  is  now  lending  money,  through  its 
housing  bureaus,  directly  to  individuals,  so  that  the  individual 
himself,  in  many  cases,  does  not  have  to  pay  over  2  per  cent  interest 
on  the  money  that  he  secures  from  the  Government,  where  he  buys 
his  propertv,  and  2^  per  cent  is  paid  by  the  local  housing  society 
which  builds  the  building,  where  the  building  is  erected  for  rent 
only. 

The  Chairman.  What  was  that  last  statement,  please? 

Mr.  Ford.  That  where  the  Government  to-day  lends  money  to  a 
housing  bureau  or  a  housing  society  which  is  building  houses  for  rent, 
the  housing  society  pays  2^  per  cent  for  the  money,  but  where  an 
individual  wants  to  buy  a  house  himself  on  the  installment  plan,  with 
this  loan  from  the  Government,  the  individual  owner  gets  the  money 
at  2  per  cent. 

All  this  work  of  controlling  housing  so  far  as  the  Government  is 
concerned  is  now  under  the  new  ministry  of  health.  Previously  it 
had  started  under  a  number  of  different  ministries.  At  the  same  time 
there  were  a  number  of  private  societies  that  were  active  in  housing, 
and  they  raised  a  good  deal  of  capital  in  France  amongst  people 
philanthropically  inclined  for  housing.  Under  the  French  law  not 
more  than  4  per  cent  interest  could  be  paid  on  this  money.  As  a 
matter  of  fact,  the  average  housing  society  paid  only  between  3  and 
3J  per  cent  on  the  private  capital  invested  in  housing.  In  other 
words,  housing  has  always  been  semiphilanthropy  in  France. 

Mr.  Miliar.  What  was  the  valuation  of  a  house  that  would  cease 
to  be  "housing"?  If  a  man  built  a  $5,000  house,  would  that  come 
within  the  category  of  "  housing  "  ? 

Mr.  Ford.  Before  the  war  they  were  paying  for  workingmen's 
housing — housing  that  was  recognized  as  comino:  within  this  class — 
an  average  of  5,000  to  6,000  francs.  Eight  thousand  francs  was 
recognized  as  rather  the  maximum  for  that  type  of  house. 
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Mr.  MiiiLER.  Was  there  any  governmental  test  which  gave  these 
projects  their  exemption,  the  test  being  based  on  valuation? 

Mr.  Ford.  That  the  rent  should  not  exceed  43  per  cent  of  the  total 
cost  of  the  land  and  buildings,  and  the  French  Government  also  pub- 
lished a  table,  such  as  this  [exhibiting  a  paper]  which  provided  for 
five  categories  of  communities,  municipalities  of  less  than  5,000,  those 
between  5,000  and  30,000,  those  between  30,000  and  200,000,  those 
between  200,000  and  Paris,  and  the  fifth  class  Paris  itself.  A  maxi- 
mum rent  for  which  the  Government  will  give  a  subvention  was  deter- 
mined for  each  category,  and  that  maximum  rent  varied  according  to 
the  number  of  rooms  and  the  floor  space  in  tiie  house.  To-day  the 
maximum  rent  recognized  by  the  Government,  even  in  Paris,  is  93G 
francs  a  year. 

Mr.  Miller.  That  is  for  how  many  rooms? 

Mr.  Ford.  It  does  not  make  any  difference  how  many  rooms,  pro- 
vided they  can  keep  it  within  that  rent  but  with  a  minimum  of  three. 

Mr.  Miller.  That  would  be  practically  $200  a  year,  at  the  old  rate 
of  exchange  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  All  that  you  say  applies  to  housing  in  France  that 
rents  for  $200  a  year  or  less  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  And  anything  higher  gets  no  Government  subsidy  ? 

Mr.  Ford.  But  you  must  remember  that  the  proportion  of  a  man's 
income  that  he  paid  in  rent  was  very  decidedly  less  there  than  here  in 
America.  In  America  they  think  of  one-quarter  of  a  man's  income 
as  going  for  rent.  In  France,  before  the  war,  one-eighth  of  a  man's 
income  in  rent  was  considered  very  high.  The  majority  of  the  people 
were  paying  only  one-ninth  of  their  income,  or  one-tenth. 

Mr.  Veiller.  Was  that  inthe  urban  communities  ? 

Mr.  Ford.  Yes;  urban  and  suburban.  To-day  they  tell  me  that  in 
many  cases  people  can  not  afford  to  pay  over  one-eleventh  or  even 
one-twelfth  of  their  income  in  rent,  and  in  working  out  housing^ 
schemes  to-day  no  one  dares  to  count  on  more  than  one-ninth  or  one- 
eighth  of  a  man's  income  for  rent. 

Mr.  Murphy.  Does  that  rental  bear  any  relation  to  the  cost  of  the 
building? 

Mr.  McDouGALL.  That  is  to  say,  an  apartment  that  would  rent  for 
200  francs  per  annum,  what  would  be  the  value  of  that  building  that 
would  produce  that  rental  ? 

Mr.  Ford.  Just  there  we  come  to  an  extremely  interesting  fact. 
Before  the  war  a  workingman's  house,  which  could  be  built  for 
5,000  to  6,000  francs,  rented  for  300  francs  a  year.  To-day  the  same 
house  costs  30,000  francs,  because  building  costs  haA-e  gone  up  be- 
tween five  and  one-half  and  six  times  what  they  were  before  the  war, 
and  they  can  not  get,  ordinarily,  in  rent,  more  than  600  or  700  francs 
for  that  same  house  to-day. 

Mr.  McDouGALL.  Due  to  the  limited  income  of  the  occupant? 

Mr.  Ford.  Due  partly  to  the  fact  that  the  wages  have  not  gone  up 
as  fast  as  the  cost  of  building. 

Mr.  McDoiTOALL.  Is  there  not  some  provision  of  French  law  that 
limits  the  rent  that  they  can  charge  ? 

Mr.  Ford.  Yes ;  that  is  in  this  table  here. 
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Mr.  McDouoALL.  Is  that  not  a  factor,  then,  that  fixes  the  rent  by 
statute  or  by  limitation  of  law  ? 

Mr.  Ford.  You  might  say  that  this  statute  is  really  fixed  on  the 
average  amount  that  the  average  workingman  can  afford  to  pay. 

Mr.  McDoroALL.  But  it  is  conditioned  by  the  Government  ? 

Mr.  Ford.  The  (lovernment  aid  is  given  only  where  the  maximum 
rent  comes  within  this  table. 

Mr.  McDouGALL.  Then  it  is  not  an  economic  proposition?  It  is 
something  that  would  have  to  be  supported  by  the  Government  ? 

Mr.  Ford.  Xo  ;  it  is  not  an  economic  proposition. 

Mr.  McDouGALL.  There  would  have  to  be  some  form  of  subsidy, 
in  order  to  take  care  of  the  income? 

Mr.  Ford.  When  a  house  costs  30,000  to  40,000  francs,  as  it  does  to- 
dav,  and  you  can  only  get  600  francs  rent,  that  is  only  6  per  cent  on 
10,000  francs. 

Mr.  McDouGALL.  And  the  balance  would  have  to  be  taken  care  of 
in  some  other  way  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  If  a  man  were  making  $2,000  a  year,  he  would  pay 
10  per  cent  of  his  wages  in  rent,  which  would  be  $200  a  year,  and 
he  would  then  come  w  ithin  the  class  of  Government  subsidy ;  but  if 
he  were  getting  twenty -five  hundred  dollars  a  year,  and  able  to  pay 
a  rent,  say,  of  $250  a  year,  then  all  of  these  matters  of  Government 
subsidy  would  not  apply.    Is  that  right  ? 

Mr.  Ford.  A  man  can  live  down  in  France  the  same  as  he  can  here, 
you  know. 

Mr.  Miller.  But  I  mean  to  say  that  it  does  not  apply  to  over  $200 
a  year  ? 

Mr.  Ford.  No. 

Mr.  Miller.  Or,  you  might  say,  936  francs? 

Mr.  Ford.  Yes. 

Mr.  Mann.  In  other  words,  there  is  no  limitation  put  upon  the 
rent  by  the  (lovernment,  except  in  cases  where  this  relief  is  given 
by  the  Government,  in  loaning  at  this  low  rate  of  interest?  In  other 
words,  this  indirect  subsidy,  so  called — where  a  man  builds  a  house  or 
owns  a  house,  without  getting  any  Government  loan 

Mr.  Ford  (interposing).  He  can  charge  any  rent  that  he  can  get. 

Mr.  Mann.  He  can  charge  any  rent  he  likes? 

Mr.  Ford.  Yes. 

Mr.  Miller.  To  make  that  plain,  the  test  is  4^  per  cent  on  the 
capital  invested? 

Mr.  Ford.  Four  and  three-quarters  per  cent. 

Mr.  Miller.  Four  and  three-quarters  per  cent? 

Mr.  Ford.  Yes. 

Mr.  Mann.  Not  for  people  who  own  houses  outside? 

Mr.  Ford.  No;  but  m  order  to  get  a  Government  subsidy  at  2^ 
per  cent.  The  result  of  this  is  that  to-day  the  only  housing  that 
is  being  done  in  France  is  being  done  either  by  manufacturers — who 
can  not  get  employees  to  work  in  their  factories  unless  they  build 
houses  for  them,  at  a  considerable  loss  to  themselves — or  in  a  few 
cases  by  people  who  are  very  philanthropically  inclined,  who  are 
willing  to  take  2  or  2 J.  per  cent  on  their  private  capital  and  put  it 
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into  a  housing  investment.     So  that,  as  you  can  readily  imagine, 
there  is  very  little  new  housing  going  on  in  France  to-day. 

Meanwhile,  M.  Loucheur,  who  was  the  minister  of  armament  all 
during  the  war,  and  who  was  minister  of  industrial  reconstruction 
immediately  after  the  war,  and  as  such  was  responsible  for  getting 
France  back  on  its  feet  industrially,  all  throughout  the  devastated 
regions  and  elsewhere  in  France — he  is  chairman  of  a  commission 
which  has  been  investigating  the  housing  question  and  which  pre- 
sented an  extremely  interesting  report  last  March  on  that  subject, 
which  I  have  translated  and  have  here  among  my  documents.  In 
July  he  presented  a  bill  to  the  French  Parliament  for  completely 
remodeling  the  State  aid  of  housing. 

Mr.  Milled.  On  the  basis  that  all  these  subsidies  that  you  have 
mentioned  heretofore  have  not  produced  the  result  desired? 

Mr.  Ford.  Yes;  they  have  not  produced  the  result.  Figuring  it 
out  in  detail,  as  I  have  had  to  do  recently  for  certain  Americans 
who  are  interested  in  housing,  in  France,  I  have  been  unable  to 
show  that  under  the  present  laws  they  could  make  any  sort  of  propo- 
sition that  would  pay  more  than  2  or  2|.  per  cent  on  the  money  they 
would  put  into  the  proposition — which  is  not  very  much,  according 
to  modern  standards. 

This  bill  which  was  presented  to  the  French  Parliament  was 
introduced  on  the  22d  of  July,  1920.  It  has  not  yet  been  voted  on. 
It  provides  for  Government  aid  for  500,000  necessary  workingmen's 
houses  to  be  built  within  the  next  10  years  at  the  rate  of  50,000  a 
year.  The  bill  provides  that  the  Government  shall,  instead  of  lend- 
ing money,  as  they  have  previously,  amortizable  in  25  years  at  2 
per  cent  interest,  shall  actually  give  the  money  outright  to  the 
extent  of  one-half  of  the  cost  of  land  and  building.  In  other  words, 
going  still  further  than  they  have  in  England. 

Mr.  Veiller.  That  is,  to  give  it  to  the  individual  builder? 

Mr.  Ford.  Through  local  societies,  to  the  individual  builder,  and 
that  the  Government  shall  give  this  money  outright;  and  that  for 
that  purpose  the  Government  shall  vote  a  credit  of  750,000,000  francs 
a  year  for  10  years,  or  a  total  of  7,500,000,000  francs  for  the  10 
years,  for  housing  subsidies. 

Mr.  Miij^R.  Have  you  a  copy  of  the  bill  to  which  you  refer  that 
you  could  leave  with  the  committee  as  an  exhibit? 

Mr.  Ford.  This  is  the  only  copy  I  have,  but  if  you  would  like  to 
have  me  translate  it 

Mr.  MiiJLER.  Yes. 

Mr.  Ford.  In  fact,  I  did  translate  it  in  that  document  that  I  gave 
you. 

Mr.  Miller.  Then  we  have  a  copy? 

Mr.  Ford.  Yes. 

Mr.  Murphy.  Has  the  man  who  introduced  this  bill  a  ministry 
now  ? 

Mr.  Ford.  In  the  political  turnover  he  is  not  now  a  minister,  but 
he  is  one  of  the  strongest  figures  in  the  French  Government  to-day. 

Mr.  Mann.  He  is  one  of  the  deputies  now  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  What  are  the  other  provisions  of  that  bill? 

Mr.  Mann.  This  is  to  be  a  national  subsidy? 
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Mr.  Ford.  Yes ;  the  Government,  in  order  to  raise  this  750,000,000 
francs  a  year  would  inaugurate  a  special  loan  to  be  subscribed  lo- 
cally, and  they  would  try,  as  far  as  possible,  to  do  as  they  have  done 
in  England — to  get  the  people  in  the  community  where  the  housing 
is  to  be  located  to  subscribe  to  the  loans  to  be  used  in  that  particular 
part  of  the  country. 

Mr.  Miller.  At  what  rate  ? 

Mr.  Ford.  At  the  current  rate  of  interest;  it  is  not  stated  here, 
but  it  is  said  to  be  at  a  current  rate  of  interest — and  amortizable  in 
40  years. 

Mr.  Mann.  In  40  years? 

Mr.  Ford.  Yes. 

Mr.  Mann.  It  might  be  well  to  call  attention  there  to  the  fact  that 
the  character  of  construction  in  France  is  such  that  the  houses  will 
last  40  years  or  more? 

Mr.  Ford.  Yes;  that  is  perfectly  true. 

Mr.  Mann.  In  other  words,  they  build  only  of  brick  and  stone, 
and  not  frame  houses  ? 

Mr.  Ford.  Yes.  A  very  interesting  thing  in  that  connection  is  that 
M.  Louchevr,  in  the  report  he  made  last  spring,  recommended  that 
France  should  change  her  habit  in  that  resoect,  and  build  a  number 
of  wooden  houses  all  through\the  devasted  regions,  and  elsewhere 
where  housing  was  needed,  getting  the  wood  and  the  materials  for 
those  houses  ih  knocked-down  shape  from  Germany  and  Austria,  as 
part  of  their  indemnity  from  Germany  and  Austria — to  have  them 
built  in  knocked-down  form  in  Germany  and  Austria,  and  sent  to 
France,  and  set  up  by  native  workmen. 

Mr.  Mann.  Is  it  not  a  fact  that  all  wooden  houses  or  frame  houses 
are  considered  temporary  expediencies  ? 

Mr.  Ford.  In  France ;  yes. 

Mr.  Mann.  And  are  not  regarded  as  permanent  structures. 

Mr.  Ford.  The  way  they  built  them  during  the  war  in  France,  and 
the  way  they  are  still  building  them,  is  for  immediate  shelter  to  house 
people  while  they  are  waiting  for  permanent  housing. ' 

Mr.  Mann.  Simply  as  temporary  relief? 

Mr.  Ford.  Yes ;  they  could  not  be  called,  by  the  greatest  stretch  of 
the  imagination,  permanent. 

Mr.  Miller.  They  are  like  our  cantonments  ? 

Mr.  Ford.  Yes ;  but  after  two  or  three  years,  they  are  simply  sieves ; 
they  are  made  of  green  lumber,  and  they  open  up  in  cold  weather. 
My  wife  lived  all  last  winter  up  in  the  Somme  in  one  of  those  houses, 
and  in  various  places  she  could  pass  a  hammer  through  the  wall, 
owing  to  the  shrinkage. 

Mr.  M^NN.  Numerous  communications  have  been  received  by  me, 
as  chairman  of  the  mayor's  housing  conference  committee,  offering 
novel  suggestions.  One  among  them  was  the  suggestion  for  the  use 
of  old  trolley  cars,  old  railroad  passenger  cars,  and  other  obsolete 
cars — freight  cars,  etc.,  on  dead  sidings— for  temporary  housing 
uses.  Another  suggestion  was  that  the  Leviathan  and  other,  ships  not 
in  use,  be  taken  over  to  the  New  York  side  and  converted  into  living 
quarters — permanetly  docked.  Another  suggestion  was  that  struc- 
tures like  the  Queens  Borough  elevated  structure  and  other  viaducts 
of  that  kind,  the  lower  parts  of  them — that  they  be  used  for  tem- 
porary housing  purposes,  and  put  into  shape  for  that  use. 
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Mr.  Miller.  Will  you  proceed,  now,  Mr.  Ford? 

Mr.  Ford.  One  thing  that  I  forgot  to  state  was  that  this  new  sub- 
vention or  subsidy  of  the  State  for  housing  is  made  only  through 
municipal  bureaus ;  that  is,  where  the  municipality  actually  organizes 
a  bureau  to  conduct  the  housing  within  its  borders. 

Mr.  Miller.  You  are  referring  now  to  this  new  bill  ? 

Mr.  Ford.  Yes;  but  where  the  State  would  advance  money  to 
private  societies,  as  distinguished  from  municipal  bureaus,  it  would 
not  give  the  money  outright,  but  would  give  it  to  be  amortized  over 
a  long  term  of  years — it  does  not  state  just  how  many  years,  but  a 
long  term  of  years — probably  40,  but  w^ithout  interest. 

Then,  on  another  phase  of  the  subject — the  matter  of  building  laws 
in  general — you  know  that  in  France  they  really  have  no  building 
codes,  in  the  sense  that  we  have  them  here  in  America. 

Mr.  Mann.  But  they  have  a  building  commission  in  each  locality  ? 

Mr.  Ford.  Yes;  and  plans  have  to  be  accepted  by  the  building 
commissioner  before  you  can  go  ahead. 

Mr.  Mann.  Yes. 

Mr.  Jh'oRD.  But  in  order  to  get  around  the  lack  of  building  laws, 
in  the  French  law  it  provides  that  the  contractor  and  the  architect 
of  each  building  are  responsible  for  any  trouble  there  may  be  with 
that  building  for  10  years  after  ther  building  is  built ;  and  I  have 
known  of  a  good  many  contractors  and  arcnitects  who  have  been 
ruined  under  that  law.  However,  if  they  do  not  have  building 
codes  in  the  sense  that  we  have  them  in  America,  they  do  have  laws 
controlling  the  height  and  the  area  of  buildings,  corresponding 
very  much  to  our  new  zoning  laws  here  in  America,  except  that  they 
are  usually  flat  limits  for  the  whole  city,  instead  of  ha\dng  different 
restrictions  in  different  parts  of  the  city ;  and  they  have  had  those  for 
a  good  many  years  all  over  France;  and  those  laws  prescribe  the 
height  of  the  building  in  relation  to  the  width  of  the  street  on  which 
it  faces,  and  the  sizes  of  the  yards  and  courts,  in  very  much  the  same 
way  that  our  tenement-house  laws  do  here  in  America.  Their  laws 
are  rather  more  drastic  in  most  cases  than  our  laws  are,  requiring 
larger  yards  and  courts,  with  the  result  that  there  are  no  buildings 
anywhere  in  France  to-day  over  eight,  and  possibly  in  a  very  few 
cases  nine,  stories  in  height.  The  average  run  of  high  buildings 
in  the  cities  is  not  over  five  or  six  stories;  and  when  you  come  to 
cities  outside  of  I'aris — take  a  city  like  Rheims,  for  instance — there 
are  almost  no  buildings  in  there  over  three  or  four  stories  in  height. 
It  is  a  city  of  125,000  inhabitants. 

Then  they  have  their  national  health  and  sanitary  laws,  by  which 
every  city  and  town  over  5,000  inhabitants  has  to  have  a  sanitary 
commission  that  passes  on  all  matter  of  sanitation;  and  the  health 
law  of  France,  of  1902,  provides  that  every  city  and  town  may  adopt 
sanitary  laws.  A  superior  commission,  or  the  minister  of  the  interior 
in  France,  has  adopted  a  model  sanitary  code  for  cities  and  another 
model  sanitary  code  for  villages,  which  they  have  tried  to  induce 
the  towns  ana  villages  generally  throughout  the  country  to  adopt. 
Before  the  war  onlv  comparatively  few  cities  and  towns  had  adopted 
those  model  codes,  but  there  is  quite  a  general  movement  on  through- 
out France  to-day  to  adopt  them. 
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Mr.  Mann.  And  thus  make  all  the  laws  throughout  the  country 
more  or  less  uniform? 

Mr.  Ford.  Yes.  Then,  another  great  step  forward — and  France 
is  the  jfirst  country  in  the  world  to  do  it— on  the  14th  of  March,  1919, 
the  French  Parliament  adopted  a  compulsory  city  planning  law,  by 
which  every  city  and  town  of  over  10,(KK)  inhabitants  throughout 
France  must  make  a  plan  for  its  improvement  and  its  extension,  with 
a  view  of  improving  sanitation,  circulation,  housing,  and  recreation, 
and  all  that  we  know  as  citv  planning:. 

Mr.  ViLLiER.  That  only  applies  to  undeveloped  areas? 
Mr.  Ford.  Xo;  it  applies  to  replanting  the  developed  areas  as  well 
as  to  the  extension  of  towns  into  new  areas.  It  applies  to  both  very 
definitely.  Then  they  went  still  further  and  said  that  every  de- 
vastated city,  town,  or  village,  no  matter  how  small — and  there  are 
2,600  of  them  in  the  devastated  regions — must  make  a  plan  for  its 
improvement  and  have  the  plan  adopted  by  the  city  council  and  by 
the  State  authorities  before  any  permit  for  any  permanent  recon- 
struction would  be  given;  and  when  such  permits  were  given  eventu- 
ally, after  the  plan  had  been  adopted,  the  new  buildings  must  con- 
form to  the  new  plans. 

Mr.  Miller.  Defining  where  industrial,  transportation,  and  resi- 
dential centers  must  l>e? 

Mr.  Ford.  They  have  not  gone  so  much  into  the  zoning  fea4;ures  as 
they  have  into  the  planning  of  streets  and  open  places,  because  their 
problem  of  zoning  is.  different  from  ours.  That  law  has  resulted  in 
the  fact  that  all  over  France  to-day  there  are  something  like  3,000 
cities  and  towns  working  on  city  plans  all  at  once,  and  at  the  time 
that  I  left,  the  1st  of  June  last,  there  were  already  over  800  plans 
that  had  been  approved  by  local  municipalities  and  had  been  sub- 
mitted to  State  authorities  for  their  approval,  and  already  about 
100  plans  had  been  approved  by  the  State  authorities.  That  work  is 
going  on  very  rapidly.  Within  three  months  after  the  French  Gov- 
ernment had  adopted  this  law  England  adopted  a  somewhat  similar 
law,  in  fiuly,  1919,  providing  that  by  1922  every  city  and  town  of 
10,000  inhabitants  in  England  must  make  and  adopt  such  a  compre- 
hensive town  plan. 

Mr.  Miller.  May  I  ask  if  that  is  not  the  great  lesson  from  French 
experience  for  us  to  apply  here  ? 

Mr.  Ford.  They  have  done  it  by  virtue  of  necessity.  They  say, 
perfectly  frankly,  that  the  war  has  brought  them  to  realize  that  they 
must  protect  the  citizens  of  the  community,  and  give  them  every  ad- 
vantage of  a  healthy,  sane,  and  economic  development. 

Mr.  Miller.  Do  you  consider  anything  else  of  more  importance, 
from  your  experience  in  France,  than  that  ? 

Mr.  Ford.  No  ;  in  the  whole  range  of  the  subject  I  do  not.  Then 
they  have  other  laws  for  instance,  they  have  a  law  in  France  which 
has  been  in  existence  since  1841,  but  which  has  been  modified  at 
various  times — their  law  of  expropriation  of  property  for  public  use, 
whereby  the  municipality  or  the  State  can  expropriate  a  property 
for  public  use,  slightly  in  excess  of  that  actually  needed  for  the  im- 
provement ;  and  by  an  amendment  which  was  voted  on  November  6, 
1918,  just  before  the  armistice,  they  can  expropriate  considerable 
property  in  excess  of  that  actually  needed  for  the  improvement,  and 
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resell  the  extra  property  at  the  improved  value  caused  by  the  im- 
provement. In  other  words,  they  have  what  we  call  "  excess  con- 
demnation "  here  in  America. 

Then  they  voted  in  December,  1918^  a  law  which  provides  for  the 
reparceling  of  badly  shaped  properties.  Of  course,  in  France  the 
properties  are  much  more  cut  up  than  they  are  here  under  the  French 
inheritance  law,  which  provides  that  every  direct  heir  shall  receive 
part  of  the  land  holdings.  I  have  seen  a  parcel  of  property  no  bigger 
than  a  pocket  handkerchief,  and  I  have  in  mind  one  case  where  one 
proprietor  had  256  different  parcels  of  property  within  a  radius  of 
5  miles  of  where  he  lived  that  had  come  down  through  different  in- 
heritance lines ;  so  you  can  see  the  necessity  of  a  reparceling  law ;  and 
this  law  provides  that  the  Government  can  step  in  and  reparcel  prop- 
erty, replat  the  street,  and  give  a  man  back  in  return  a  unit  parceL 
which  will  approximate  in  value  and  in  position  the  aggregate  or 
what  he  had  held  before  in  separate  parcels. 

Mr.  Mann.  That  only  applies  to  rural  communities  ? 

Mr.  Ford.  It  applies  to  rural  communities  principally,  but  they 
have  been  extending  it  recently  to  the  suburbs  of  the  cities. 

Mr.  Mann.  That  law  has  been  in  existence  in  Germany  a  good 
many  years  ? 

Mr.  Ford.  Yes. 

Mr.  ]NJ[ann.  They  call  that  a  field-clearing  operation  ? 

Mr.  Ford.  Yes. 

Mr.  Mann.  A  reparceling  of  the  situation  ? 

Mr.  Ford.  Yes.  Then  their  laws  for  the  creating  of  a  city  map^ 
which  have  been  in  existence  and  in  practice  for  a  long  time,  have 
allowed  a  municipality  to  place  a  street  or  an  open  space  that  i^ 
needed  for  public  use  on  the  city  map  and  keep  it  there  without  com- 
pensating the  individual  property  owners  until  such  time  as  the  city 
was  reacty  to  develop  it;  and  if  the  owner  built  upon  that  land  so 
set  apart  before  the  time  the  city  was  ready  to  take  the  land  by 
expropriation,  he  would  receive  no  compensation  for  his  building- 
when  the  city  finally  did  take  his  property.  In  other  words,  he  put 
up  any  structure  on  this  land  at  his  own  risk. 

Furthermore,  they  have  had  in  France  for  a  number  of  vears  a  prin- 
ciple of  widening  streets  similarto  what  we  have  here  in  America  only 
in  the  city  of  Philadelphia  for  the  widening  of  Chestnut  and  Walnut 
Streets.  They  have  been  applying  it  all  over  France.  The  city 
fixes  a  new  building  line  a  certain  number  of  feet  back  from  the 
existing  building  line  and  provides  that  whenever  a  person  rebuilds 
that  he  shall  set  back  to  the  new  building  line. 

You  know  that  over  a  term  of  40  years  Chestnut  and  Walnut 
Streets  in  Philadelphia  have  been  wiclened  for  very  nearly  their 
entire  length  at  least  5  feet  on  each  side  under  that  project.  Iil 
France  they  award  damages  and  assess  benefit  at  the  same  time,  and 
they  have  found  that  in  the  long  run  the  benefits  equal  the  damages, 
or  nearly  so,  so  that  the  actual  cost  to  the  municipalitv  of  widening- 
its  streets  by  this  process  has  been  almost  nothing.  At  the  present 
time  over  one-third  of  the  streets  in  Paris — I  should  say,  perhaps,, 
nearer  one-half  of  the  streets  in  old  Paris — are  being  widened  grad- 
ually by  this  process. 

Then,  to  come  down  to  the  matter  of  construction,  before  the  war 
and  during  the  war  there  was  very  little  concerted  effort  to  improve 


RECONSTRUCTION   AND  PRODUCTION.  '  695 

construction,  so  that  it  was  not  until  directly  after  the  armistice  that 
the  architects,  engineers,  contractors,  and  building  supply  people  got 
together  and  organized  a  building  congress,  which  took  place  the 
26th,  27th,  and  28th  of  November,  1918,  directly  after  the  armistice. 
At  this  congress  there  were  delegates  representing  virtually  all  of 
the  building  and  contracting  and  architectural  groups  in  France,  and 
they  organized  a  building  council,  which  was  composed  of  the  presi- 
dents of  the  leading  national  societies  of  contractors — public-works 
contractors — building  material  supply  p>eople,  architects,  and  engi- 
neers, and  I  was  a  member  of  that  council  from  the  beginning;  in 
fact,  I  was  the  only  foreigner  who  was  a  member  of  that  council. 

In  the  meetings  of  this  council,  of  which  there  were  about  18 
members,  they  have  tried  to  standardize  building  construction  and 
to  encourage  experiments  for  decreasing  building  costs,  and  they 
have  tried  to  standardize  the  specifications,  contract  forms,  and  the 
statutes  of  cooperative  building  societies,  etc.  They  have  had  verj'^ 
considerable  influence,  I  should  say,  upon  the  French  Government 
in  improving  the  handling  of  reconstruction  in  the  devastated 
regions. 

Mr.  Veiller.  How  far  have  they  gotten  with  this  standardization- 
specification  forms,  in  private  practice  ? 

Mr.  Ford.  For  instance,  here  is  a  standard  form  for  the  general 
clauses  of  specifications,  which  have  been  virtually  accepted  by  every- 

bodv. 

Mr.  Veiller.  Have  the  architectural  societies  and  similar  bodies 

accepted  them  'i 

Mr.  Ford.  Yes. 

Mr.  Veiller.  And  are  they  using  them? 

Mr.  Ford.  Yes ;  because  all  of  the  national  societies  are  represented 
by  their  presidents  in  this  building  coimcH.  Then,  here  is  a  new  form 
oi  contract,  which  they  are  all  agreeing  to — a  contract  on  a  cost-plus 
basis.  As  you  know,  almost  all  contracts  in  France,  before  the  war, 
were  on  a  straight-contract-forfeit  basis ;  and  the  French  contractors 
have  been  and  are  very  much  opposed  to  a  cost-plus  contract,  saying 
that  it  is  not  a  contractor's  job ;  that  anybody  can  perform  a  cost-plus 
contract,  but  a  contractor  with  all  his  exi)erience  and  training  should 
apply  it  to  a  straight  contract — a  lump-sum  contract. 

Mr.  Miller.  Have  you  any  other  comments  to  make  on  that  French 
contract  ? 

Mr.  Ford.  Furthermore,  in  the  devastated  rerions,  where  most  of 
the  contracting  work  will  have  to  be  done,  the  French  Government 
indemnity  bill  provides  that  the  Government  shall  pay  in  full  at  the 
present  cost  of  rebuilding  all  war  damage  suffered  by  individuals  or 
^oups  in  the  devastated  regions,  and  the  present  cost  of  reconstruc- 
tion is  five  and  one-half  to  six  times  what  it  was  before  the  war, 
which  means  that  the  French  Government  is  undertaking  to  pay  in 
full  to  individuals  and  societies  five  or  six  times  what  it  would  have 
cost  to  build  those  buildings  before  the  war.  Where  the  Government 
commissions  make  an  award  and  say  that  this  man  is  entitled  to  so 
much  money,  after  examining  his  property,  the  French  Government 
states  a  lump  sum  that  they  are  willing  to  pay  the  individual,  based 
on  present  costs.  However,  costs  are  going  up  all  the  time,  and  the 
contractors  say  that  the  cost  of  building  will  soon  be  six  and  a  half 
or  seven  or  even  seven  and  a  half  times  what  it  was  before  the  war. 
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Say  that  the  Government  is  making  its  award  to-day  on  the  basis  of 
six  times  what  it  was  before  the  war,  and  the  contractor  takes  a  con- 
tract on  a  cost-plus  basis,  the  indivdual  is  likely  to  have  to  pay  any- 
where from  10  to  50  per  cent  more  for  his  building  than  he  is  awarded 
by  the  Government — which  he  usually  can  not  afford  to  do. 

Mr.  Miller.  How  much  building  has  been  done  in  the  devastated 
regions?     Ten  per  cent? 

Mr.  Ford.  No.  There  has  been  very  little  permanent  reconstruc- 
tion ;  hardly  any ;  not  more  than  1  or  2  per  cent,  really. 

Mr.  Veiller.  That  is,  of  buildings? 

Mr.  Ford.  Yes;  but  on  repairing  buildings — those  that  are  not 
more  than  50  or  60  per  cent  damaged — tliere  are  some  one  hundred 
and  fifty  or  two  hundred  thousand  that  have  been  repaired  already. 
All  available  labor,  materials,  and  transportation  have  been  concen- 
trated on  the  repair  work  first. 

Mr.  Murphy.  Has  there  been  any  estimate  made  as  to  what  part 
the  depreciation  of  currency  plays  in  increasing  costs  of  building: 

Mr.  Ford.  I  have  seen  no  real  economic  studv  of  the  question.  I 
have  heard  a  lot  of  loose  talk  about  it,  but  I  Know  of  no  one  who 
has  made  an  economic  study  of  the  question. 

Mr.  McDouGALL.  May  I  ask,  what  did  you  mean,  particularly  by 
cooperative  societies,  in  connection  with  the  building  activities  in 
France  ? 

Mr.  Ford.  I  meant  two  things  by  "  cooperative  societies.''  Before 
the  war  there  were  a  number  of  cooperative  housing  societies,  where 
individual  property  owners  would  get  together  and  build  as  a  co- 
operative organization.  There  were  several,  like  the  "  Draveil,"  near 
Paris,  where  a  number  of  workingmen  pot  together  and  subscribed 
their  own  capital  and  built  the  community,  with  the  help  of  a  Gov- 
ernment loan,  very  much  in  the  same  way  they  have  been  doing  in 
England ;  but  in  the  devastated  regions  the  French  Government  has 
encouraged,  and  there  have  been  formed  under  this  encouragement, 
something  like  1,000  reconstruction  cooperative  societies;  in  fact, 
every  village  or  every  group  of  two  or  three  villages,  and  in  the  large 
cities  each  quarter  oi  the  town,  is  forming  itself  into  a  reconstruction 
cooperative  society,  to  which  the  Government  gives  special  induce- 
ments in  the  way  of  special  advances,  or  especially  low  interest 
charges.  The  Government  has  encouraged  these  societies,  because  it 
prefers  to  treat  with  a  group  rather  than  with  so  many  isolated 
individuals. 

The  model  statutes  for  these  cooperative  societies  to  have  them 
recognized  by  the  Government  provide  that  there  shall  be  employed 
one  contractor  and  one  architect  for  the  whole  community,  and 
that  every  possible  method  of  standardization,  not  only  of  doors, 
windows,"plumbing,  lighting  fixtures,  hardware,  and  things  of  that 
sort,  but  standardization  even  of  the  size  of  the  rooms  and  the 
beams  and  joists  and  uprights  of  various  sorts;  that  everything  that 

foes  into  the  construction  shall  be  standardized,  as  far  as  possible, 
t  further  provides  special  inducements  in  transportation  whereby 
the  cooperative  association  can  buy  and  ship  in  quantity,  instead  of 
buying  for  each  individual,  and  can  make  their  contracts  in  quan- 
tity, and  so  on. 
V  Mr.  Miller.  Have  you  in  mind  how  much  building  cost  has  in- 
creased in  England  ? 
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Mr.  Ford.  Mr.  Veiller  can  tell  you, that  much  better  than  I  can, 

Mr.  Veiller.  The  cost  has  increased  two  and  a  half  to  three  times 
as  compared  with  before  the  war. 

Mr.  MiLLi:R.  Have  you  in  mind  what  it  has  increased  in  this 
country? 

Mr.  McDouGALL.  You  mean  a  building  constructed  to-day  ? 

Mr.  Miller.  Yes. 

Mr.  McDouGALi..  You  can  not  tell  what  it  will  cost.  Buildings 
erected  in  1919  and  1920  of  the  multi-family  type,  such  as  we  have 
in  New  York  City,  would  cost  about  125  per  cent  above  the  structures 
prevailing  in  1916  and  1917. 

Mr.  Veilijcr.  Is  that  in  the  Borough  of  Queens  or  all  over  New 
York? 

Mr.  McDoroALL.  That  is  generally  throughout  the  city. 

Mr.  Miller.  In  the  United  States  it  is  up  150  per  cent,  in  Great 
Britain  250  per  cent,  and  in  France  600  per  cent,  to  summarize  it 
and  to  bring  the  three  into  comparison? 

Mr.  Foju).  Yes ;  and  the  last  figures  I  had  from  Germany  showed 
1,000  per  cent  increase. 

Mr.  Mann.  Germany,  I  understand,  is  up  about  600  per  cent? 

Mr.  Ford.  The  figures  that  I  got  yesterday  from  Germany  showed 
1,000  per  cent. 

Mr.  Mann.  Then  it  has  changed  since  last  April. 

Mr.  Ford.  Yes;  perhaps  so. 

Mr.  Miller.  Is  there  anything  in  that  contract  that  is  significant, 
other  than  the  matters  you  have  mentioned — the  cost-plus? 

Mr.  Ford.  Except  that  they  find  they  can  not  use  that  cost-plus 
contract  in  the  devastated  regions,  because  the  individual  property 
owner  has  got  to  know  where  he  is  going  to  get  off. 

Mr.  Miller.  And  speaking  of  the  specification,  is  there  anything 
significant  in  that  which  would  help  here  ? 

Mr.  Veiller.  Has  the  adoption  of  that  standard  specification  re- 
duced the  cost  of  production? 

Mr.  Ford.  Well,  they  have  just  adopted  it.  It  is  intended,  of 
course,  that  it  should. 

Mr.  Veiller.  Do  you  think  it  will? 

Mr.  Ford.  Yes. 

Mr.  Mann.  Does  not  the  cost-plus  basis  result  in  diminishing  pro- 
ductivity on  the  part  of  labor? 

Mr.  Ford.  I  can  not  say  that  it  does  in  France,  because  there  are 
so  few  cost-plus  contracts  there  that  you  do  not  have  very  much  as 
a  basis  for  comparison. 

Mr.  Mann.  Has  it  not  been  a  fact  in  England  that  the  subsidies 
that  were  given  resulted  in  diminished  productivity,  since  labor  ab- 
sorbed it  at  once  to  a  large  extent — absorbed  the  subsidy  by  producing 
less? 

Mr.  Ford.  I  would  not  care  to  venture  an  opinion  on  that.  I  would 
be  very  much  interested  to  hear  what  Mr.  Veiller  has  to  say  about 
the  building  guilds  in  England. 

Mr.  Mann.  Has  there  been  any  national  movement  toward  stand- 
ardization? 

Mr.  Ford.  Yes. 

Mr.  Mann.  For  instance,  as  roughing  out  for  plumbing? 
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Mr.  Ford.  There  has  been  exactly  that  in  France.  It  started  very 
shortly  after  the  armistice,  through  two  agencies — ^through  the  Build- 
ing Council  that  I  have  been  telling  you  about  on  the  one  hand,  and,, 
on  the  other  hand,  through  various  committees  organized  by  the 
Ministry  of  Commerce,  which  has  tried  to  standardize  not  only  build- 
ing construction  but  all  materials  and  tools  and  machines  and  proc- 
esses that  go  into  manufacturing  or  commerce.  They  have  been 
trying  to  establish  standardization  all  along  the  line,  with  some 
very  interesting  results.  Then  there  are  certain  individual  archi- 
tects, and  engineers  who  are  architects  for  a  number  of  reconstruc- 
tion cooperative  societies  in  the  devastated  regions,  who  have  been 
standardizing  verything  that  went  into  their  buildings  throughout 
all  of  their  towns.  There  is  one  case  in  particular  where  one  man 
is  the  architect  for  40  towns  and  villages  in  the  Meuse,  in  the  Ar- 
gonne  district,  where  the  American  Army  was.  He  has  standardized 
very  effectively  everjrthing  that  goes  into  his  buildings. 

Mr.  Miller.  Is  there  any  restriction  on  the  building  of  nonessen- 
tial construction  in  favor  of  housing  operations? 

Mr.  Ford.  Of  course,  there  was  during  the  war. 

Mr.  Miller.  Is  there  now? 

Mr.  Ford.  Shortly  after  the  armistice  that  restriction  was  taken 
off.  To-day  there  is  no  restriction  whatever;  but  in  the  bill  of  M. 
Loucheur  that  I  was  telling  you  about,  he  does  ask — although  it 
does  not  say  so  definitely  in  the  bill — that  the  Government  shall  con- 
trol building  and  control  priority  of  need  in  building. 
^  Mr.  Mtli.er.  Are  they  building  in  France  many  garages  and  other 
nonessential  buildings,  to  the  exclusion  of  housing? 

Mr.  Ford.  The  garage  trouble  is  not  quite  so  serious  there,  be- 
cause there  are  almost  more  automobiles  in  New  York  City  than 
there  are  in  France.  There  are  something  like  300,000  or  400,000 
automobiles  in  the  whole  of  France  to-day. 

Mr.  Mann.  There  are  more  automobiles  in  New  York  State  than 
there  are  on  the  Continent  of  Europe. 

Mr.  Ford.  I  understand  that  before  the  war  there  were  75,000 
pleasure  automobiles  and  30,000  trucks  in  France. 

Mr.  Miller.  And  now  there  are  what? 

Mr.  Ford.  And  now  there  are  less  than  40,000,  as  I  understand; 
so  the  automobile  question  is  not  so  serious  there  as  it  is  here.  A 
Ford  car  there  was  selling,  for  instance,  at  22,000  francs.  That 
was  what  a  friend  of  mine  paid  for  ojik»  to  a  dealer,  and  included  a 
premium  for  immediate  delivery. 

Mr.  Veiller.  How  long  ago  was  that  ? 

Mr.  Ford.  Four  months  ago. 

Mr.  Miller.  Have  the  transportation  interests  given  priorities  in 
favor  of  construction  materials  at  all  in  France? 

Mr.  Ford.  In  the  devastated  regions,  yes ;  because  the  Government 
has  controlled  the  shipment  of  materials  into  the  devastated  regions 
in  favor  of  reconstruction,  but  not  elsewhere,  since  the  armistice; 
but  that,  again,  is  a  thing  M.  Loucheur,  in  his  new  housing  bill,  wants 
to  have  the  Government  control.  This  new  bill  of  M.  Loucheur's 
also  asks  that  not  only  shall  the  Government  control  priority  of 
construction  and  priority  of  transportation  but  that  it  shall  control 
priority  in  the  distribution  of  materials,  and  shall  also  organize  the 
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manufacture  of  building  materials  near  the  places  where  they  are 
to  be  used ;  and  that  it  shall  also  control  the  distribution  of  labor  in 
favor  of  housing.  In  other  words,  they  want  to  go  back  to  practi- 
cally a  war  basis,  claiming  that  the  housing  emergency  is  almost  as 
serious  in  its  way  as  the  war  emergency. 

Mr.  Veiller.  May  I  ask  what  has  happened  to  that  bill?  It  was 
introduced  in  July.  Have  you  any  information  whether  it  has  been 
stalled,  or  whether  it  has  any  chance  of  passage,  or  what  the  attitude 
of  the  deputies  toward  it  may  be? 

Mr.  Ford.  The  only  thing  that  I  have  heard  is  that  it  was  favor- 
ably received ;  that  there  was  a  good  chance  of  its  going  through. 

Mr.  Veiller.  Is  not  this  a  rather  long  time  for  it  to  be  pending? 

Mr.  Ford.  No. 

Mr.  Veiller.  It  is  normal,  is  it? 

Mr.  Ford.  Yes,  as  things  go. 

Mr.  Miller.  Will  you  proceed  now,  Mr.  Ford  ? 

Mr.  Ford.  Just  one  more  thing  on  construction.  You  know  that 
the  French  have  had  for  a  great  many  years  what  they  call  their 
building  "price  series,''  on  which  they  have  large  books  containing 
detailed  unit  prices  of  everything  that  goes  into  construction;  and  all 
contracts  are  oased  on  these  price  series,  which  are  varied  from  year 
to  year,  with  the  changes  in  unit  prices.  In  making  estimates  on 
various  work  at  the  present  day,  the  city  or  the  Government  in 
calling  for  figures  from  bidders  asks  them  to  tell  what  coefficient 
above  or  below  the  price  series  they  are  going  to  demand  for  a  given 
job;  and  the  contractors,  for  instiince,  on  a  certain  job  in  Rheims, 
where  I  remember  that  there  were  26  bidders  who  bid  anywhere 
from  27  per  cent  below  the  price  series  up  to  50  per  cent  above  the 
price  series. 

Mr.  Miller.  Who  fixes  the  prices? 

Mr.  Ford.  They  are  fixed  by  the  contractors'  and  architects'  socie- 
ties, working  in  conjunction. 

Mr.  Miller.  Thev  have  no  such  law  as  the  Sherman  antitrust  law, 
then  ? 

Mr.  Ford.  For  the  devastated  regions  there  is  one  of  these  price 
series  for  each  of  the  10  departments  of  the  devastated  regions,  and 
here  the  unit  prices  are  fixed  by  the  Government,  the  ministry  of 
liberated  regions,  working  in  conjunction  with  the  contractors  and 
architects. 

Then,  one  more  thing  that  I  have  to  speak  about  on  the  matter  of 
the  town-planning  law  by  which  every  city,  town,  and  village  in  the 
devastated  regions  must  make  its  plan.  On  June  22, 1920,  the  French 
Government  adopted  a  schedule  of  Government  aid  for  the  carrying 
out  of  these  plans,  once  thev  were  adopted  by  the  Government, 
whereby  the  Government  itself  would  aid  in  carrying  them  out  to 
the  extent  of  anywhere  from  25  to  80  per  cent  of  the  total  cost  of 
realizing  the  plans,  depending  on  the  size  of  the  community  and 
how  well  able  to  support  itself,  the  amount  of  destruction,  and  so  on. 

I  think  I  have  nothing  more  on  France,  except  details. 

Mr.  Miller.  You  were  going  to  speak  of  the  eclucational  campaign 
with  the  architect  and  the  engineer?  Do  you  not  regard  that  as  a 
matter  of  importance  over  there  ? 
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Mr.  Ford.  Yes. 

Mr.  Miller.  A^^lat  is  tlie  pla^  ? 

Mr.  Ford.  The  French  Government  and  various  French  societies — 
particularly  La  Renaissance  des  Cites — are  carrying  on  an  educational 
campaign  throughout  the  country,  particularly  among  the  archi- 
tects, engineers,  contractors,  and  others  who  are  woncing  in  the 
devastated  regions,  to  improve  standards,  not  only  in  construction 
and  the  use  of  materials  in  buildings,  but  also  improvement  in  health 
and  sanitation,  improvement  in  tlie  appearance  of  buildings,  in  their 
comfort,  also  in  matters  of  recreation  and  of  social  welfare — in  fact^ 
everything  that  goes  into  making  the  home  a  place  where  people  can 
work  and  live  more  conveniently,  cheerfully,  agreeably,  and  health- 
fully. It  is  a  widespread  movement,  conducted  by  means  of  confer- 
ences, meetings,  and  talks,  and  by  any  number  of  publications  of  all 
sorts.    It  is  already  showing  a  marked  effect. 

Mr.  Miller.  The  idea  being  to  give  the  architect  and  the  engineer 
a  world-wide  view  of  the  art,  and  then  let  him  use  his  judgment  as 
to  the  application  of  it? 

Mr.  Ford.  Yes ;  in  each  individual  case. 

Mr.  Miller.  What  are  the  do's  and  the  dont's  for  our  use  here  in 
this  country  from  your  experience  in  France? 

Mr.  Ford.  The  fact  that  the  French  have  come  to  realize  the  ne- 
cessity of  making  their  cities  more  sanitary,  more  convenient,  more 
comfortable,  and  to  that  end  have  adopted  compulsorv  city  planning, 
with  attendant  laws  for  sanitation,  expropriation,  the  laying  down 
of  the  city  map,  the  reparceling  of  property,  and  so  on,  even  to  the 
extent  of  giving  a  large  Government  suDvention  in  the  carrying  out 
of  these  plans.  The  second  most  important  thing  is  the  way  that  all 
the  people  who  are  connected  with  building — architects,  engineers, 
contractors,  and  building-supply  people,  and,  to  a  certain  extent, 
labor — are  getting  together  to  work  out  a  common  program  for  pre- 
venting waste  and  for  getting  better  results  for  the  money  expended 
and  in  quicker  time. 

Mr.  Murphy.  Is  there  any  special  lesson  to  be  drawn  from  the 
utilization  of  the  land  which  was  put  at  the  disposal  of  the  city  of 
Paris  for  the  construction  of  fortifications? 

Mr.  Ford.  A  quarter  of  the  land  that  is  being  relieved  by  the  demo- 
lition of  the  fortifications,  which  is  going  on  to-day,  is  to  be  used  for 
model  housing. 

Mr.  Murphy.  And  to  be  sold  to  individuals? 

Mr.  Ford.  Yes ;  either  to  be  sold  or  rented  to  individuals.  Pretty 
nearly  one-half  of  the  land  is  to  be  used  for  recreation. 

Mr.  Miller.  We  have  the  plans  of  all  that  on  file  ? 

Mr.  Murphy.  Yes. 

Mr.  Ford.  Then  the  city  of  Paris  is,  at  the  present  time,  doin^  a 
great  deal  of  municipal  housing  of  its  own.  They  are  spending 
several  hundred  million  francs. 

Mr.  Murphy.  Directly  by  the  city  ? 

Mr.  Ford.  Yes;  partly  in  tenement  housing  in  the  city,  but  mostly 
in  the  suburbs — one  an^  two  family  housas,  or  houses  in  rows. 

Mr.  Miller.  Are  there  any  other  "  does  "? 

Mr.  Ford.  The  cooperative  societies,  whether  they  be  housing  coop- 
erative groups  or  reconstruction  cooperative  groups,  are  extremely 
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interesting,  as  showing  the  saving  that  can  be  made  by  combining 
eifort — by  having  one  architect  and  one  contractor  for  a  large  group 
of  buildings,  andbv  combining  the  purchasing  of  materials  and  their 
transportation.  Then,  too,  I  think  it  is  interesting  to  note  that  the 
French  Government,  finding  that  it  was  unable  to  get  adequate 
housing  has  for  a  number  of  years  back  granted  subventions  at  a  low 
rate  of  interest  to  people  who  were  prepared  to  erect  houses  for 
workingmen;  in  other  words,  the  Government  has  assumed,  at  its 
own  expense,  the  difference  between  the  economic  rent  and  the  rent 
which  the  tenant  is  prepared  to  pay. 

A  Voice.  Is  it  not  a  fact  that  there  are  more  homes  individually 
owned  in  France  than  in  America  ? 

Mr.  Ford.  Oh,  yes;  in  France,  as  I  remember  it,  it  figures  some- 
thing like  56  per  cent  of  the  families  who  own  their  homes. 

Mr.  Miller.  I  wish  you  would  verify  that;  I  have  been  told  that 
it  was  nearer  80  per  cent. 

Mr.  Ford.  1  cio  not  think  it  is  as  much  as  that.  As  I  remember 
the  figures,  it  is  56  per  cent,  but  I  will  verify  it. 

Mr.  Murphy.  Are  there  any  figures  on  the  home  ownership  in 
cities?    What,  for  instance,  are  the  figures  in  a  city  like  Paris? 

Mr.  Ford.  In  a  city  like  Paris  there  is  very  little  home  owner- 
ship.    In  fact,  they  were  a  tenement  city  long  before  New  York  was. 

Mr.  Murphy.  I  think  the  percentage  of  home  owners  in  Paris  is 
no  greater  than  it  is  in  New  York. 

Mr.  Ford.  I  doubt  if  they  have  as  many  in  Paris  as  they  have  in 
New  York.  In  our  investigations  for  the  New  York  Commission 
on  liuilding  Districts  and  Restrictions  we  found  that  the  average 
height  of  buildings  in  Paris  was  four  stories,  and  the  average  height 
in  New  York  was  two  and  a  half  stories. 

Mr.  Veiller.  That  is  because  you  took  in  all  of  that  Queens  and 
Brooklyn  territory. 

Air.  Ford.  Yes ;  while  within  the  city  of  Paris  there  is  a  relatively 
small  area  in  which  there  are  private  houses.  They  averaged  six  to 
seven  stories,  pretty  generally,  with  no  elevators. 

Mr.  Miller.  If  that  figure  is  56  per  cent,  then  it  would  compare 
with  something  like  40  in  this  country  at  the  present  time. 

Mr.  Ford.  Is  it  as  much  as  40  here  ? 

Mr.  MujjER.  I  think  so. 

Mr.  Ford.  I  doubt  it.  Are  you  sure?  I  thought  it  was  quite  a 
little  less  than  40  here. 

Mr.  Miller.  It  would  be  very  interesting  if  we  could  get  that. 

Mr.  Ford.  I  thought  it  was  something  like  16  here. 

Mr.  Murphy.  They  passed  the  50  pier  cent  point  some  time  ago; 
I  remember  that — 50  per  cent  of  tenancy. 

Mr.  Miller.  It  was  48  per  cent  of  home  ownership  in  1890,  45 
per  cent  in  1900,  and  perhaps  43  per  cent  now. 

Mr.  Murphy.  That  is,  for  the  whole  United  States  ? 

Mr.  Muxer.  Yes. 

Mr.  Ford.  The  figures  in  France  are  brought  down  by  cities  like 
lyyon,  Marseille,  Bordeaux,  and  Paris.  There  are  worse  slums  in 
Marseille  than  there  are  in  Paris. 

Mr.  Miller.  Have  you  any  other,  things  that  you  consider  saliently 
good  from  your  French  survey  ? 
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Mr.  Ford.  Smaller  things  that  I  have  mentioned  from  time  to  time. 

Mr.  Miller.  Is  there  anything  else  that  is  saliently  bad  that  we 
should  avoid? 

Mr.  Ford.  I  am  afraid  that  their  municipal  housing  as  such  in 
France  has  not  been  a  great  success.  They  are  constantly  doing  more 
of  it  all  the  time,  but  only  as  a  necessity,  and  not  because  they  are 
convinced  that  it  is  the  best  solution  of  the  problem.  Various  cities, 
particularly  Paris,  have  done  quite  a  little  municipal  housing,  mostly 
of  the  multiple  house  or  tenement  house  class,  but  it  has  proved  costly, 
as  it  has  in  most  other  coimtries.  Except  in  cases  where  they  felt 
that  they  could  get  the  housing  in  no  other  way,  the  tendency  of  the 
French  Government  in  its  loans  and  of  all  the  French  societies  has 
been  to  encourage  private  effort. 

Mr.  Miller,  lou  believe  that  is  the  solution  everywhere  in  the 
world  finally  ? 

Mr.  Ford.  I  think  so  very  decidedly. 

Mr.  Miller.  You  are  familiar  somewhat,  I  suppose,  with  Senator 
Calder's  effort  to  take  the  great  agencies  that  exist  in  this  country, 
that  is  to  say,  building  and  loan  associations,  and  mobilize  them  for 
greater  usefulness  in  tne  home  loan  bill  ? 

Mr.  Ford.  Yes. 

Mr.  Miller.  You  are  familiar  with  that? 

Mr.  Ford.  Not  in  detail. 

Mr.  Miller.  Have  you  any  ideas  as  to  how  that  bill  might  be  re- 
drawn to  make  it  more  efficient? 

Mr.  Ford.  I  am  not  familiar  enough  with  it  to  offer  any  opinion 
on  it  at  the  present  time. 

Mr.  Miller.  Have  you  any  idea  other  than  that  as  to  how  the 
Government  could  aid  ? 

Mr.  Ford.  Except  this:  The  building  and  loan  societies  here  in 
America  loan  money  on  the  basis  of  1  per  cent  per  month,  including 
both  interest  and  amortization;  and  ordinarily  they  amortize  on 
that  basis  in  somewhere  between  11  and  12  years.  The  whole 
tendency  in  France  and  other  countries  has  been  to  amortize  over 
25  years;  and  now  the  new  tendency  is  to  amortize  over  40  years, 
believing  that  11  or  12  years  is  too  short  a  time  to  ask  a  man  to 
amortize  the  cost  of  his  house ;  and  if  the  1  per  cent  per  month  could 
be  reduced,  at  the  same  time  increasing  the  period  of  amortization, 
it  certainly  would  be  well  worth  considering. 

Mr.  Veiller.  Do  you  not  wish  to  add  that  something  about  the 
substantial  type  of  construction  that  should  go  with  that  long  term 
of  amortization  ?  I  mean,  would  it  not  be  something  different  in 
building  wooden  houses  that  deteriorate,  as  compared  with  building 
stone  and  brick  houses  that  last  ?  In  other  words,  do  you  think  the 
Europeans  would  be  advocating  and  adopting  a  long  period  of 
amortization  if  they  had  houses  with  a  great  deal  shorter  life? 

Mr.  Ford.  No;  they  would  not  have  been  likely  to;  but  for  the 
same  amount  per  month  that  a  man  pays  now  in  a  building  and  loan 
society,  if  the  period  of  amortization  were  increased — doubled,  say — 
he  could  afford  to  pay  the  extra  cost  of  more  permanent  construc- 
tion and  a  better  type  of  house. 
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Mr.  Miller.  Would  you  be  kind  enough  to  give  the  committee  a 
statement  of  the  ^M,si  which  you  have  in  your  files  on  this  subject, 
so  that  the  committee  may  have  it  available  ? 

Mr.  Ford.  This  is  only  a  small  part  of  it.  I  continue  to  receive 
new  data  every  week  from  France. 

Mr.  Miller.  These  reports,  and  your  typical  contract,  and  the 
typical  specification,  and  various  other  things  that  you  have  shown 
us  here,  if  the  committee  might  have  a  list  of  that  material  it  would 
be  helpful  to  them. 

Mr.  Ford.  Yes. 

(Whereupon,  at  1.20  o'clock  p.  m.,  the  committee  adjourned  until 
Thursday,  October  7,  1920,  to  meet  again  in  the  same  place  at  half 
past  10  o'clock  a.  m.) 
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THTXBSDAY,  OCTOBEB  7,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  Committee  met,  pursuant  to  adjournment,  in  the  conference 
room.  Engineering  Societies  Building,  at  10.30  o'clock  a.  m..  Senator 
William  M.  Calder  priding. 

Present:  Senator  Calder  (chairman)  and  Mr.  Franklin  T.  Miller, 
assistant  to  the  committee. 

STATEMENT  OF  MK.  B.  C.  HABSHALL,  JB.,  OENEBAL  HANAOEB 
THE  ASSOCIATED  GENEBAL  C0NTBACT0B8  OF  AMEBICA,  1038 
MXTNSET  BUILDINa,  WASHINGTON,  D.  C. 

The  C^hairman.  Gen.  Marshall,  during  the  war  you  served  in  the 
Quartermaster  Department,  in  charge  of  construction,  did  you  not? 

Mr.  Marshall.  I  was  in  charge  of  construction,  but  not  in  the 
Quartermaster  Department. 

The  Chairman.  Will  you  please  explain  juvst  what  position  you 
did  occupy? 

Mr.  Marshall.  Yes.  At  the  beginning  of  the  war  the  construction 
work  was  under  the  Quartermaster  Department,  but,  as  the  war  pro- 
ceeded, construction  was  made  a  separate  bureau  of  the  War  De- 
partment, and  I  was  placed  in  charge  of  it.  That  included  all  con- 
struction work  for  the  War  Department  in  this  country  abd  some 
little  in  France,  and  it  aggregated  during  the  period  of  the  war,  the 
amount  of  construction  work  that  was  authorized,  about  one  and 
a  quarter  billions  of  dollars,  all  of  which  was  not,  however,  com- 
pleted. 

The  Chairman.  That  is,  building  construction? 

Mr.  Marshall.  Construction  of  every  character. 

The  Chairman.  I  see. 

Mr.  Marshall.  The  camp  and  cantonment  construction  was  about 
25  per  cent  of  the  total,  and  that  is  commonly  looked  upon  as  cover- 
ing all  the  construction  work  of  the  War  Department,  which  is  very 
much  in  error.  Ordnance  Department  work  alone,  in  point  of  cost, 
was  greater  than  the  camp  and  cantonment  construction.  The  work 
included  industrial  plants  and  factories  of  e\'ery  description  for  the 
manufacture  of  munitions  of  war,  and  similarly  for  the  Quarter- 
master's Department,  factories  for  their  munitions,  etc.,  so  that  the 
construction  work  of  the  War  Department  ran  into  practically  every 
phase  of  it,  and  was  conducted  in  every  State  of  the  Union  but  one, 
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and  probably  comprised  the  greatest  single  labor-employing  agency 
that  the  country  has  known.  We  had  at  one  time  about  600,000  men 
of  all  characters,  including  engineering,  architectural 

The  Chairman  (interposing).  How  many  men,  General? 

Mr.  Marshall.  About  600,000  of  all  kind  of  labor  for  the  whole 
works,  directed  from  the  Washington  office,  on  all  of  the  different 
jobs. 

The  Chairman.  Do  you  wish  to  elaborate  on  that  any  more, 
General  ? 

Mr.  Marshall.  No.  I  was  going  on  to  say  that  in  June  last  I  went 
with  the  Associated  General  Contractors  of  America  as  general 
manager  of  that  association. 

The  Chairman.  That  is,  you  resigned  from  the  Army  ? 

Mr.  Marshall.  Yes;  I  resigned  from  the  Army.  The  idea  of  that 
association  is  that  it  shall  play  a  part  in  the  economic  life  of  the 
country,  which  the  leading  general  contractors  think  their  profes- 
sion warrants.  According  to  the  best  obtainable  statistics — and 
they  are  not  entirely  accurate — the  contracting  industry  is  the  second 
of  the  country,  agriculture  being  first  and  railroading  third. 

The  Chairman.  I  understand  that  you  include  all  building  work 
as  "  contracting  "  ? 

Mr.  Marshali..  Building  work  as  an  industry ;  yes. 

The  Chairman.  Yes. 

Mr.  Marshall.  Railroad  construction  work,  highways,  industrial 
plants,  public  works,  including  the  building  and  construction  in- 
dustry as  a  whole. 

The  Chairman.  Yes. 

Mr.  Marshall.  It  is  seldom  looked  upon  as  an  industry  in  and 
of  itself;  but  it  is  the  idea  of  the  general  contractors  that  it  should 
be  looked  upon  as  a  distinct  industry. 

The  Chairman.  I  quite  agree  with  you. 

Mr.  Marshall.  Not  in  its  several  elements,  as  it  is  commonly 
viewed  almost  entirely  at  present;  that  is  to  say,  it  is  viewed  in  its 
component  parts,  as  architecture,  as  contracting,  as  labor,  as  manu- 
facture, and  so  on;  but  not  viewed  as  an  industry  as  a  whole.  It 
is  the  idea  of  the  general  contractors  that  it  should  be  viewed  as 
an  industry,  and  that  they,  as  the  people  who  pay  the  bill  for  the 
country  in  this  industry,  should,  as  a  auty,  be  in  a  position  to  pre- 
sent to  the  country  the  true  economic  features  of  all  parts  oi  it, 
•which  they  have  never  been  in  a  position  to  do  heretofore,  but  which 
they  hope  eventually  to  be  in  a  position  to  do. 

The  Chairman.  Now,  you  have  been  engaged  since  June  of  this 
year  or  of  last  year  ? 

Mr.  Marshall.  Of  this  year. 

The  Chairman.  Engaged  as  general  manager  of  this  association 
to  which  you  have  referred? 

Mr.  Marshall.  Yes. 

The  Chairman.  And  in  your  capacity  as  general  manager  of  that 
association  you  have  had  an  opportunity  of  making  a  nation-wide 
survey  of  the  construction  industry? 

Mr.  Marshall.  Yes. 

The  Chairman.  The  committee  would  like  to  know.  General,  just 
what  you  think  the  present  conditions  are  and  what  the  outlook  is 
for  this  industry. 
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Mr.  Marshaix.  When  your  committee  began  its  work  we  took 
cognizance  of  the  fact  that  we  should  be  in  a  position  to  offer  infor- 
mation that  was  as  authentic  as  present-day  conditions  would  war- 
rant, so  we  prepared  a  questionnaire  that  was  sent  to  a  number  of 
contractors,  and  I  have  addressed  a  letter  to  your  committee  w^hich 
shows  the  results  of  the  replies  received  from  about  cme  hundred 
contractors  from  all  over  the  country.  That  letter  contains  some, 
but  very  little,  that  is  necessarily  my  personal  view.  It  is  careful 
to  state  that  the  specific  things  pointed  out  there  are  those  that  some 
one  has  suggested  without  naming  the  some  one,  so  that  the  com- 
mittee might  have  a  digest  for  its  consideration,  the  original  ques- 
tionnaires themselves  being  also  available  to  the  committee  when  and 
as  they  may  want  them. 

Pernai)s  the  reason  for  the  slackening  down  of  construction  is 
universally  admitted:  that  is,  that  the  cost  of  it  is  so  high  as  to  make 
the  investment  unprofitable,  except  in  some  instances,  where  taxes  or 
other  elements  of  a  similar  nature  balance  the  additional  cost  of  con- 
struction. In  other  words,  where  a  manufacturing  or  industrial  out- 
tit  has  earned  so  much  more  than  was  contemplated  in  the  excess- 
profits  taxes  that  by  putting  that  into  construction  it  produces  an 
asset  that  perhaps  can  be  written  off  to  a  certain  extent,  and  which 
will  be  profitable.  Then  there  are  certain  industries  which,  in  look- 
ing to  the  future,  feel  that  unless  they  are  prepared  for  the  future 
they  will  lose  more  than  the  additional  cost  of  construction  at  this 
time.  But  when  we  come  to  the  man  who  wants  a  home  those  ccmdi- 
tions  do  not  generally  prevail.  The  cost  of  a  home  now  is  so  much 
out  of  proportTion  to  what  it  was  before  the  war  that  the  liousing 
has  gone  down  tremendously;  and  the  indicator  for  it  is  found,  I 
l)elieve,  in  no  better  place  than  in  the  ''  Dodufe  reports.'*  which  show 
the  contemplated  construction  of  homes  and  the  actual  (Construction, 
as  compared  with  contemplated  insdustrial  construction  and  actual 
industrial  contracts  let.  Those  figures,  if  examined  to-clay  with  that 
thought  in  mind,  tell  the  story  of  home  building  as  well,  t  believe,  as 
any  figures  that  could  be  compiled. 

This  country  is  in  a  situation  to-day  w^ith  respect  to  manufacturing 
industries  exactly  the  i*e verse  of  what  it  was  before  the  war.  In  the 
last  six  months  exports  have  fallen  off  tremendously,  while  imports 
have  relatively  increased.  Europe  owes  this  country  a  tremendous 
bill;  they  can  not  pay  it  in  gold;  we  do  not  want  the  gold;  the  only 
way  they  can  pay  it  is  in  product.  Since  the  war  our  manufacturing 
industries  have  had  a  hnoom — due,  I  believe,  to  the  depletion  of 
stock — and  that  boom  is  about  over:  so  that  our  manufacturing  in- 
dustries are  faced  with  the  fact  that  Europe  has  got  to  pay  her  bill 
in  product — and  they  have  got  to  com])ete  with  that  fact. 

There  are  112  of  those  industries  whose  basic  reason  for  existence 
is  construction.  They  run  from  the  rock  quarries  to  the  manufac- 
turer who  makes  the  fixtures  and  other  things  that  you  see  about  this 
room,  for  instance;  so  that  whatever  can  be  done  to  stimidate  con- 
struction goes  a  far  way  into  our  manufacturing  industries,  which 
heretofore  have  been  looked  u])on  as  manufacturing,  but  which 
really  are  a  part  of  the  construction  industry. 

Tlie  basic  raw  materials  are  iron,  lumber,  oil,  copper,  lead,  and 
coal,  so  that  so  far  as  the  material  situation  is  concerned,  any  excess 
of  price  in  any  of  these  basic  materials  is  reflected  up  to  tlie  finished 
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article,  so  that  anything  that  can  be  done  to  place  these  raw  materials 
on  a  proper  basis  will  be  reflected  right  up  to  the  finished  product. 

Now,  these  industries  have  a  general  reputation  of  profiteering. 
Whether  that  reputation  is  justifiable  or  not  it  is  reflected  in  the  mind 
of  the  man  who  is  going  to  build.  Nobody  wants,  I  think,  any  of 
these  industries  not  to  make  a  profit — no  business  man  does — but  no 
business  man  ought  to  want  to  see  them  make  a  profiteering  profit. 
I  do  not  know  that  it  would  be  in  the  interest  of  the  country  as  a 
whole,  in  the  long  run,  for  the  (xovemment  to  attempt  to  set  up  an 
institution  that  would  go  into  these  basic  raw  materials  too  far;  it 
might  result  in  interference  with  their  production  eventually ;  but  if 
in  our  business  world  we  can  create  some  agency  whereby  the  busi- 
ness world  can  know  how  these  basic  raw  materials  are  running,  it 
will,  I  believe,  l?e  ultimately  very  beneficial  to  our  work  in  this  con- 
nection. Construction  is  thought  of  as  "  building  "  by  the  man  in 
the  street ;  he  is  beginning,  however,  to  think  about  roads  as  "  con- 
struction " — and  roads  play  a  very  important  part  in  our  construc- 
tion work  of  to-day.  Before  the  war  road  construction  used  cement 
in  verv  limited  quantities.  The  greatest  production  of  cement  at  any 
time,  t  am  informed,  has  been  90,000,000  barrels  a  year. 

The  Chairman.  In  this  country? 

Mr.  Marshall.  In  this  country ;  yes. 

Mr.  Miller.  May  I  ask  why  you  did  not  include  cement  as  a  basic 
raw  material? 

Mr.  Marshall.  It  is  not  a  raw  material.  Steel  is  not  a  raw  mate- 
rial. , 

The  Chairman.  You  put  down  iron,  copper,  lumber,  lead,  coal, 
and  oil  ? 

Mr.  Marshall.  That  is  the  way  I  am  trying  to  develop  my  thought. 

Mr.  MiixER.  You  said  90,000,000  barrels  of  cement  a  year? 

Mr.  Marshall.  Yes.  This  year  Illinois  wanted  4,000,000  barrels 
of  cement  for  road  building;  it  got  bids  on  2,000,000  barrels;  it  is 
going  to  get  delivery  on  less  than  one  and  one-half  million  barrels. 
Now,  mind  you,  before  the  war  cement  for  road  building  was  a  fairly 
negligible  quantity  in  the  cement  industry.  Taking  the  known  re- 
quirements of  several  States  for  cement,  and  passing  from  that  to  the 
estimated  national  requirements  for  this  year,  under  the  road-build- 
ing program,  it  runs  40,000,000  barrels  of  cement. 

Mr.  Miller.  Is  that  based  on  the  whole  program  of  $750,000,000, 
or  on  the 

Mr.  Marshall  (interposing).  It  is  based  on  the  requirements  for 
the  year. 

Mr.  Miller.  Is  that  the  amount  that  has  been  accepted  by  the  States 
of  the  Federal  aid,  or  really  under  way,  or  how  did  you  get  that  esti- 
mate ? 

Mr.  Marshall.  Here  is  the  way  I  got  it :  I  took  the  requirements 
of  Illinois,  of  New  York — each  4,000,000  barrels — and  New  England 
runs  about  4,000,000  barrels,  as  closely  as  we  could  get  it  from  the 
actual  requirements — I  divided  them  into  groups  of  4,000,000  barrels 
each — New  Jersey  and  Pennsylvania,  Indiana  and  Ohio;  and  I 
stopped  there  and  estimated  the  rest. 

Mr.  Miller.  A  total  of  40,000,000  barrels  ? 

Mr.  Marshall.  Yes ;  that  is  an  estimate. 

Mr.  Miller.  For  roads  alone  ? 
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Mr.  Marshamj.  Yes ;  but  it  must  be  treated  as  an  estimate. 

The  Chairman.  Oh,  yes. 

Mr.  Marshaix.  It  was  used  as  9.  basis  of  trying  to  arrive  at  a  con- 
clusion as  to  what  can  be  done  to  help  the  whole  country. 

The  Chairman.  And  that  is  for  road  construction  alone,  general? 

Mr.  Marshalll.  For  road  construction  alone ;  yes. 

Mr.  MuxER.  Were  you  in  touch  with  McDonald  on  that  at  all, 
down  in  Washington  ? 

Mr.  Marshall.  No  ;  but  I  have  talked  to  him  often. 

Mr.  Miller.  He  has  some  pretty  good  ideas  on  it. 

Mr.  Marshall.  Yes.  I  have  talked  to  Mr.  Wilson  many  times, 
who  is  the  cliief  engineer. 

Mr.  Miller.  They  would  not  disagree  with  that  estimate,  would 
they? 

Mr.  Marshall.  I  do  not  know  whether  they  would.  I  have  been 
over  it  fairly  carefully  with  some  contractors. 

Mr.  Miller.  Would  you  mind  taking  that  up  with  McDonald  some 
time,  and  getting  his  figures,  and  letting  us  know  ? 

Mr.  Marshall.  I  will  be  very  glad  to  do  so. 

Mr.  Miller.  He  has  charge  of  all  the  highways  for  the  Federal 
Goremment.  "  . 

Mr.  Marshall.  Yes.  The  contractors  who  have  these  highways  to 
build  are  probably  as  vitally  interested  in  seeing  those  deliveries 
come  through  as  anybody  else — probably  more  interested,  because 
that  work  is  almost  entirely  on  a  bid  basis.  Now,  query:  Are  the 
cement  mills  of  this  country  ready  to  meet  a  program  that  calls  for 
that  much  cement,  if  those  figures  are  correct?  That  is,  are  thej 
ready  to  meet  the  program  that  the  road  building  calls  for,  in  addi- 
tion to  even  a  normal  building  construction  program  ?  If  not,  should 
Federal  aid  be  limited  on  road  construction  until  the  cement  industry 
is  in  a  position  to  meet  the  requirement  ?  That,  I  believe,  is  one  con- 
structive thought  of  this  committee  to  take  cognizance  of. 

Mr.  Miller.  To  summarize  that.  Gen.  Marshall,  your  estimate  is 
about  40  per  cent  of  the  total  production  of  cement  by  mills  that 
produce  90,000,000  barrels? 

Mr.  Marshall.  Yes. 

Mr.  Miller.  And  heretofore  the  normal  percentage  for  road  con- 
struction was  how  much  ? 

Mr.  Marshali..  I  do  not  know.  I  know  that  it  was  not  large ;  that 
is  to  say,  that  the  cement-road  construction  work  has  increased  tre- 
mendously in  proportion  to  other  road  construction,  and  the  total 
road  program  has  increased  tremendously. 

Mr.  Mjller.  Would  you  say  that  the  former  amount  was  20  per 
cent  of  the  total  ? 

Mr.  Marshall.  I  do  not  think  so.  I  would  say,  offhand,  from  10 
to  12^  per  cent,  as  a  matter  of  jud^ent,  without  any  figures  on  it 

Mr.  Miller.  Then  the  question  is  if  the  cement  mills  had  a  capacity 
formerly  of  90,000,000  barrels,  but  10,000,000  barrels  were  devoted  to 
roads,  and  if  now  they  are  to  have  calls  for  40,000,000  barrels  for 
roads,  where  is  general  construction  going  to  get  off  ? 

Mr.  Marshall.  Yes;  absolutely,  where  is  general  construction 
going  to  get  off — that  is  it  exactly.  The  question  is :  Is  road  building 
more  important  than  general  construction  ?  I  do  not  know ;  but  that 
is  a  thought  that  I  believe  your  committee  could  probably  develop  to 
its  logical  and  proper  conclusion. 
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The  Chairman.  I  think  so,  too,  General,  and  I  am  very  glad  to 
have  you  bring  it  out.  Have  you  made  any  estimate  of  wnat  the 
needs  of  the  construction  industry  are  for  cement,  outside  of  road 
building,  for  the  year  1920? 

Mr.  Marshall.  No,  sir. 

The  Chairman.  Have  you  any  idea  what  plans  have  been  made  by 
the  cement  manufacturers  to  meet  this  increased  demand  ? 

Mr.  Marshall.  No,  sir. 

The  Chairman.  You  have  no  information  on  that  subject? 

Mr.  Marshall.  No,  sir;  I  have  not. 

Mr.  Miller.  Have  you  thought.  Gen.  Marshall,  of  the  difficulties 
of  the  cement  industry  in  getting  transportation  for  their  limestone 
and  for  their  coal  and  for  their  finished  product  ? 

Mr.  Marshali..  Yes. 

Mr.  Miller.  So  that  even  with  their  capacity  to-day  they  are  un- 
able to  function  to  perhaps  50  per  cent  of  their  requirements? 

Mr.  Marshall.  T  will  answer  that  "  no,"  because  the  cement  mills 
are  usually  so  located  that  if  a  contractor  can  get  the  cement,  he  will 
put  it  on  a  motor  truck  and  take  it  away — even  at  a  cost  of  $8  to  $4 
a  barrel. 

Mr.  Miller.  Cement  Ijas  been  selling  in  (xarv  at  $1.9»5,  and  in 
Chicago  at  $3  to  $4,  due  to  difficulties  of  transportation,  and  they 
have  had  cinder  in  storage  at  Gary,  Ind.,  for  some  time,  I  know. 

Mr.  Marshall.  Well,  I  will  pass  to  a  few  thoughts  on  transporta- 
tion, if  I  may. 

The  Chairman.  Yes. 

Mr.  Marshall.  The  (iovernment  is  responsible  for  conditions  gen- 
erally in  this  country,  although,  perhaps,  I  should  not  sav  '^the 
Government,"  but  rather  that  the  war  was  responsible  for  the  con- 
ditions that  we  have  in  the  country  to-day,  which  brought  about  a 
cessation  of  construction  for  one  thing  in  all  industrial  lines,  except 
war  munitions,  which  brought  about  a  cessation  of  construction  of 
homes,  except  for  war  purposes,  and  which  brought  about  a  control 
of  transportation  that  will  take  the  railroads  some  time  to  get  out 
from  under. 

Transportation  is  one  of  the  ])roblems  of  construction,  which  starts 
at  the  beginning  and  does  not  end  until  the  work  is  finished,  begin- 
ning with  the  transportation  at  the  mines,  where  raw  material  is 
produced,  and  thence  to  the  manufacturers,  and  so  on,  all  the  way 
along  the  line,  transportation  is  essential :  and  if  the  delays  due  to 
inadecjnate  transportation  facilities  are  equal  in  each  one  of  those 
steps,  the  cost  to  the  country  is  not  to  be  measured  in  an  increase  of 
freight  rates  of  5,  10,  15,  25,  or  even  100  per  cent — if  that  is  the 
thing  that  will  put  transportation  on  a  proper  basis — and  I  do  not 
know  that  it  is:  it  may  not  be;  it  may  be  something  pise  that  will 
put  transportation  on  an  efficient  basis.  We  are  prone  to  look  upon 
transportaticm  only  as  the  transporting  of  the  finished  article  from 
the  factory  to  the  place  of  its  use.  There,  again,  I  think  we  do  not 
view  the  subject  as  a  whole,  but  only  in  one  of  its  elements.  The 
same  transportation  difficulties  that  have  existed  in  one  line  have 
probably  existed  in  50  other  instances  in  respect  to  each  of  those 
articles  now  being  transported  to  their  places  of  final  use  or  con- 
sumption. 
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A  finished  piece  of  machinery,  for  instance,  represents  a  jijreat 
many  different  transportation  bills  of  lading.  So  far  as  the  han- 
dling of  the  finished  product  is  concerned,  there  are  distinct  evi- 
dences of  improvement,  but  in  the  official  mind,  in  the  railroad  mind, 
and  in  the  public  mind  the  impression  made  upon  them  during  the 
war  still  largely  remains.  Construction  commercially  was  taboo 
during  the  war.  Instead  of  putting  a  percentage  of  increased  freight 
rate  on  construction  material,  as  they  did  on  other  commodities, 
during  the  war,  a  flat  increased  freight  rate  w^as  placed  on  construc- 
tion materials,  which  works  out  in  some  instances  more  than  100  per 
cent  increase.  As  a  matter  of  fact,  the  difference  in  the  freight  rate 
does  not  tremendously  increase  the  cost  of  a  job,  because  the  freight 
rate  on  the  finished  product  in  the  job  is  not  a  large  percentage  of 
the  whole  job,  but  its  influence  on  transportation,  the  public,  and  the 
contractural  mind  is  great.  They  did  not  listen  to  their  needs  with 
the  same  frame  of  mmd  as  thev  listened  to  the  needs  of  other  com- 
modities. Now,  this  fixing  oi  freight  rates  during  the  war  has 
unquestionably  resulted  in  finished  construction  material  having  a 
larger  proportionate  freight  rate  placed  upon  them  than  other  mate- 
rials, comparing  them  with  rates  before  the  war.  For  example,  I 
think  stone  was  given  a  flat  increase  of  2  cents  per  hundred  pounds — 
40  cents  a  ton — whatever  the  haul.  The  haul  on  that  particular 
commodity  is  usually  a  short  one,  which  results  in  some  localities  in 
a  freight  rate  being  more  than  100  per  cent  of  what  it  was  before 
the  war. 

Now,  there  is  no  use  going  into  other  specific  items,  but  by  analyz- 
ing them  you  can  show  what  it  is.  As  I  said  l)efore,  that  item  alone 
does  not  make  so  much  difference  in  the  total  cost  of  construction, 
except  that  it  has  created  a  frame  of  mind  which  it  is  difficult  to 
uncreate  or  do  away  with. 

The  Chairman.  When  you  say  that  freight  rates  on  building  ma- 
terials have  increased  100  per  cent,  that  seems  a  tremendous  sum. 

Mr.  Marshali..  Yes,  indeed. 

The  Chairman.  And  the  influence  of  that  you  suggest  as  a  fac- 
tor  

Mr.  Marshall  (interposing).  Well,  it  is  not  on  all  building  mate- 
rial; that  is  an  extreme  case,  of  course;  but  we  want  to  illustrate  by 
extreme  cases  in  the  ordinary  operation  of  the  human  mind. 

The  Chairman.  Yes. 

Mr.  MiLUER.  You  did  not  bring  out  one  point.  Gen.  Marshall,  that 
with  the  average  increase  of  freight  rates  on  general  commodities 
of  25  per  cent  in  June,  1918,  and  an  increase,  w^e  will  say,  on  an  aver- 
age of  50  per  cent  on  building  materials  in  June,  1918 ;  and  then  with 
the  percentage  increase  of  40  per  cent  on  everything  in  August,  it 
brings  buildmg  material  to  $2.10  compared  with  the  previous  $1, 
whereas  general  commodities  pay  $1.85  as  compared  with  the  pre- 
vious dollar. 

Mr.  Marshall.  Yes. 

Mr.  Miller.  Plus  exceptional  irregularities  in  delivery. 

Mr.  Marshal!..  Yes. 

Mr.  Miller.  So  that  the  recent  increase  has  j)yrami(Ied  the  ex- 
pense? 

Mr.  Marshall.  Yes.  That  w-as  the  thought  that  T  was  trvinir  to 
present  with  respect  to  raw  materials.  If  raw  materials  in  the  be- 
ginning of  this  thing  are  not  subjected  to  the  closest  scrutiny  and 
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held  down  to  a  reasonable  place,  then  it  pyramids  right  up  to  the 
finished  product. 

The  Chairman.  That  is  true. 

Mr.  Marshall.  The  raw  materials  are  the  place  to  start.  The  cure 
for  our  transportation  evils,  I  must  confess,  I  do  not  know.  The 
securing  of  the  movement  of  cars  in  construction  work  is  one,  if  not 
the  most  serious,  condition  that  we  have  had.  The  president  of  a 
large  construction  company,  that  I  may  say  to-day  has  imder  way 
from  $3,000,000  to  $6,000,000  worth  of  work,  has  said  to  me  in  the 
last  two  months — not  one,  but  three  times  that  I  can  recollect,  and  I 
suppose  really  half  a  dozen  times — that  90  per  cent  of  his  personal 
time  is  occupied  in  trying  to  secure  transportation ;  that  his  subordi- 
nates can  not  do  it  any  more,  because  they  are  not  effective,  and  they 
all  rebel  against  it :  that  the  petty  graft  that  used  to  get  them  by  in 
railroad  yards  does  not  work  any  more;  that  it  is  no  longer  petty; 
that  they  can  not  get  bv  where,  perhaps,  petty  graft  would  get  them 
by  in  the  past;  and  that  it  is  onlj  bv  going  to  higher  authority, 
and  oftentimes  using  the  friendship  that  he  has  cultivated  over  a 
period  of  years,  that  he  gets  by  with  it  at  all.  Now,  transportation 
on  that  basis  is  certainly  not  satisfactory  transportation. 

The  Chairman.  It  is'  very  unhealthy. 

Mr.  Marshall.  Yes;  it  is  something  else  than  transportation. 
Now,  I  believe  that  the  railroad  people  recognize  this — ^the  men  in 
high  authority.  I  think  they  have  a  problem  that  they  are  working 
on  earnestly,  and  I  am  not  saying  what  I  am  saying  here  in  deroga- 
tion of  them,  but  I  am  saying  that  as  I  go  about  the  country  I  nnd 
that  situation.  I  have  sincere  sympathy  for  those  men  who  have 
got  to  correct  that  situation — which  they  are  gradually  doing,  be- 
cause we  do  see  decided  improvements  in  the  situation. 

There  is  a  shortage  of  equipment,  a  shortage  of  cars,  a  shortage  of 
locomotives.  It  has  been  suggested  by  some  one  that  there  mignt  be 
a  freight-car  company  organized  similar  to  the  Pullman  Co.  I  am 
not  prepared  to  say  that  that  is  a  wise  solution.  I  do  not  know 
whetner  it  is  or  whether  it  is  not.  I  would  want  the  railroad  people 
to  answer  that  question ;  but  it  is  a  suggestion  that  the  Government 
might  aid  such  a  corporation,  at  this  juncture,  to  provide  the  equip- 
ment and  material,  which  the  railroaas  can  purchase  on  a  5-year  or 
10-year  basis,  as  might  seem  best. 

The  Chairman.  General,  that  suggestion  has  come  to  us  from 
other  sources  also. 

Mr.  Marshall.  Yes ;  it  is  quite  general,  I  believe. 

The  Chairman.  And  we  inquired  of  Mr.  Willard,  of  the  Baltimore 
&  Ohio  Railroad  Co.,  when  he  was  here  a  week  or  two  ago,  how  he 
felt  about  it.  He  said  that  perhaps  there  would  have  to  be  very 
soon  some  general  arrangement  between  all  the  roads,  at  least  so  far 
as  refrigerator  cars  were  concerned,  or  special  cars  for  special  trans- 
portation; and  he  even  went  so  far  as  to  suggest  that  perhaps,  if 
relief  were  not  obtained,  the  very  thing  that  you  now  propose  might 
have  to  be  done,  perhaps  with  Government  aid  just  in  this  emer- 
gency, to  work  it  out  in  several  years. 

Mr.  Marshall.  Yes. 

The  Chairman.  We  put  it  up  to  him  that  that  was  the  way  that 
the  great  transcontinental  railroads  were  built,  by  having  bonds 
issued 
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Mr.  Marshall,  (interposing).  Yes;  Government  bond  aid  and 
land  grants. 

The  Chairman.  Yes;  and  they  are  really  very  seriously  concerned 
with  the  proposition:  Mr.  Willard  explained  to  us  when  he  was 
here  that  the  railroad  executivesV committee  are  meeting  now,  as  you 
no  doubt  know,  in  an  endeavor  to  coordinate  all  their  interests. 

Mr.  Marshall.  Yes. 

The  Chairman.  They  are  making  a  real  struggle  with  a  tremen- 
dous problem. 

Mr.  Marshall.  Yes. 

The  Chairman.  And,  as  vou  have  indicated,  it  is  bevond  even 
themselves  to  solve ;  it  is  ahead  of  them  yet. 

Mr.  Marshall.  Yes. 

The  Chairman.  Perhaps  the  suggestion  that  you  make  is  the  one 
that  will  solve  it,  and  I  am  glad  to  know  that  you  have  given  it  some 
thought. 

Mr.  Miller.  Is  it  fair  to  say,  Gen.  Marshall,  that  your  mind  is 
working  along  the  line  of  Government  facilities  to  the  basic  items  of 
raw  material  and  to  transportation,  rather  than  Government  aid 
to  absorb  the  cost  involved  bv  the  increased  cost  of  the  completed 
structure?  " 

Mr.  Marshaix.  Yes ;  but  I  am  awfully  fearful  of  Government  aid. 
I  look  on  it  with  the  greatest  trepidation.  The  pendulum  swings, 
you  know.  The  thought  of  the  world  to-day  is,  perhaps,  more  pa- 
ternalistic than  it  has  ever  been,  certainly  in  our  lifetime — and,  to 
me,  it  is  a  fearful  one.  I  do  not  know  which  is  the  more  fearful — ' 
present-day  conditions,  or  the  thought  of  paternalism — and  all  Gov- 
ernment aid  is  one  stop  toward  paternalism. 

The  Chairman.  General,  it  is,  indeed,  a  very  serious  thought,  and 
Ave  have  been  giving  a  CTeat  deal  of  consideration  to  that  very  idea 
that  you  have  suggestea.  We  would  deplore  it ;  but,  still,  something 
must  be  done.  I  would  never  agree  to  Government  aid  in  these 
things  until  a  real  emergency  existed  that  could  not  be  surmounted 
in  any  other  way. 

Mr.  Marshall.  The  same  frame  of  mind  as  on  transportation 
seems  to  exist  on  the  question  of  priorities.  I  am  inclined  to  think 
that  manufacturers  are  thought  about  as  "manufacturers,"  rather 
than  as  to  whether  they  are  necessary  manufacturers  or  manufac- 
turers of  luxuries,  and  that  priorities  on  materials  are  governed 
somewhat  by  that  view.  This  country  produces  85  per  cent  of  the 
automobiles  of  the  world;  and  this  country  has  10  automobiles  per 
person  to  1  automobile  per  person  in  Europe.  Luxuries  are  in  the 
ascendancy  at  this  very  moment,  and  that  is  one  of  the  large  con- 
tributing causes  to  this  fear  of  going  forward  that  we  are  facing; 
,and,  in  due  course  of  time,  it  is  the  manufacturers  who  are  facing 
this  problem,  I  believe,  more  than  the  construction  people;  that  the 
competition  of  Europe  in  manufacturing  is  going  to  be  much  keener 
than  is  at  present  anticipated,  apparently. 

Mr.  Miller.  In  other  words,  you  believe  that  if  we  do  not  get  our 
plant  in  more  efficient  shape  we  can  not  stand  that  competition  ? 

Mr.  Marshall.  I  do  not  believe  we  can — not  with  this  enormous 
debt  before  us,  and  with  this  decrease  in  exports,  and  the  increase 
in  iijiports  that  has  set  in.    The  statistics  for  the  month  of  Julv,  I 
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think,  showed  that  the  excess  of  exports  over  imports  has  decreased 
either  $120,000,000  or  $150,000,000—1  forget  the  exact  figure. 

The  Chairman.  So  that  the  tide  has  turned  against  us? 

Mr.  Marshalx..  Oh,  my,  yes;  tremendously  so:  and  it  is  the  manu- 
facturing industries  that  will  be  hit  the  hardest,  in  my  opinion. 
They  are  now  over  with  the  temporary  postwar  boom,  due  to  deple- 
tion of  stocks — ^that  is  over  with — and  that,  I  believe,  is  what  kept 
up  the  manufacturing  industries,  the  postwar  boom  due  to  depletion 
of  stocks. 

The  C'li^viuMAX.  There  is  no  doubt  of  it. 

Mr.  Marshall.  But  it  is  all  over  now,  and  they  are  begmning  to 
meet  with  the  keen  competition  of  Europe,  which  can  pay  us  only  in 
that  way. 

Now,  just  one  more  word  on  transportation.  The  heavy  bulky 
material  of  construction  is  transported  in  open  cars,  a  large  part  of 
which  are  used  for  coal  also.  Instead  of  coal  transportation  being  an 
even  flow  throughout  the  year,  it  has  \ery  definite  times  of  peak. 
One  of  the  important  factors  in  that  is  that  our  manufacturers,  our 
power  plants,  and  the  large  consumers  of  coal  do  not  have  adequate 
facilities  for  storage  of  coal  during  the  easy  transportation  periods 
to  tide  them  over  during  the  peak  transportation  periods.  The 
storage  of  coal  has  been  studied  by  a  good  many  men,  and  thei'e  are 
fairly  definite  figures  that  can  be  obtained  on  this  matter  by  your 
committee.  Mr.  Francis  Ijee  Stuart  is  an  expeit  in  that  matter.  I 
believe  he  could  give  you  figures  on  the  storage  of  coal  that  would — I 
have  heard  him  discuss  it  often— that  would  be  very  helpful  in  pre- 
serving an  even  flow  of  transportation  of  coal  throughout  the  year, 
rather  than  to  have  it  come  in  fits  and  starts,  during  very  definite 
periods  of  the  year,  as  it  comes  now.  That  would  be  reflected,  or, 
rather,  woiUd  inure  to  the  benefit  of  the  miners,  the  managers  of 
coal  mine^,  and  so  forth,  because  thev  could  then  have  steady  employ- 
ment, with  all  of  the  good  that  would  come  from  that. 

Mr.  xvliLLER.  Does^r.  Stuail  think  it  is  practicable  to  store  bi- 
timiinous  coalf 

Mr.  Marshall.  I  think  so. 

Mr.  Miller.  It  has  been  contended,  on  the  one  hand,  that  bitu- 
minous coal  can  not  be  stored  because  of  spontaneous  combustion. 

Mr.  Marshall.  Yes. 

Mr.  Miller.  Yet  it  is  being  stored  at  the  docks  on  the  Great  Lakes 
in  large  quantities. 

Mr.  Marshall.  Yes:  they  store  hundreds  of  thousands  of  tons  on 
the  (treat  Lakes.    I  think  at  Duluth — well,  I  do  not  know  the  figures. 

Mr.  Miller.  We  have  the  figures,  and  they  are  very  large. 

Mr.  Marshall.  Yes;  they  are  very  large. 

Mr.  Marshall.  Yes;  they  are  very  large.  The  storing  of  coal 
would  release  a  definite  number  of  open-top  cars  for  other  pur- 
poses: or,  rather,  to  put  it  another  way,  would  employ  a  definite  num- 
ber of  coal  cars  for  coal  purposes,  and  other  cars  could  be  used  for 
the  transportation  of  heavy  construction  materials,  such  as  steel, 
rock,  sand,  gravel,  and  so  on.  I  think  it  would  have  that  effect,  so 
that  the  flow  would  be  evenly  balanced  for  both  the  coal  people  and 
for  the  construction  people. 

Xow.  on  the  question  of  finance,  as  I  have  said  before,  construction 
work  is  not  being  done  because  of  the  high  costs.  Few  men  will  build  a 
house  that  is  going  to  cost  $1,200  per  room,  when  they  are  accustomed 
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to  building  them  on  the  basis  of  $400  or  $500  per  room — that  is,  a 
small  house.  A  man  thinks — and  perhaps  properly  so — that  the  time 
is  coming  when  it  is  groing  to  be  nearer  the  $400  than  the  $1^00,  and 
that  he  will  wait  until  that  time.  In  the  meantime,  he  is  not  content, 
but  is  more  willing  to  pay  the  rent  he  has  to  pijy  than  to  pay  the  ad- 
ditional charge,  to  run  forever. 

Last  week  I  heard  a  very  interesting  talk  on  the  subject  of  financing 
with  respect  to  construction.  It  seems  as  if  this  gentleman  who  was 
talking  has  seen  10  of  the  12  governors  of  the  Federal  reserve  banks 
within  the  last  three  months,  and  he  has  put  to  each  one  of  them  this 
question :  "  In  your  credit  system  in  your  region,  how  much  credit  is 
in  contemplation  for  construction,  as  such?"  The  answer  he  got 
from  nine  of  them  was  "  None."  The  other  one  said,  "  Your  ques- 
tion has  hit  the  nail  right  on  the  head.  Bante  have  been  nationalized, 
the  credit  system  is  nationalized,  and  manufacturing  has  been  na- 
tionalized, but  construction  is  localized.  The  financing  of  the  con- 
struction industry  depends  upon  the  local  reputation  of  the  man  who 
is  attempting  to  do  the  financing,  and  is  not  in  any  way  treated  from 
a  national  point  of  view.  Construction  is  the  second  largest  industry 
in  this  country ;  yet  our  Federal  Reserve  System  takes  no  cognizance 
of  it." 

The  Chairman.  That  statement,  General,  that  you  just  made,  is 
a  most  interesting  one. 

Mr.  Marshall.  It  is ;  yes. 

The  Chairman.  And  wherever  our  committee  has  gone,  we  have 
found  evidence  that  that  sentiment  exists  throughout  our  banking 
and  financial  fraternity.  They  have  not  yet  realized  that  this  is  a 
great  national  industry,  and  that  every  possible  consideration  must 
be  extended  to  it,  if  we  nope  to  put  it  on  ite  feet. 

Mr.  Marshall.  Yes. 

Mr.  Miller.  As  you  so  well  expressed  it,  it  is  not  the  inertia  of 
thought  of  the  Federal  Reserve  System,  following  the  restrictive 
j>olicy  still  of  the  war,  so  much  as  the  inertia  of  thought  of  the  trans- 
portation. 

Mr.  Marshall.  I  dare  say  that  is  true.  I  think  it  is  true.  There 
is  one  other  thought  with  respect  to  the  construction  industry  that  I 
would  like  to  get  the  man  in  the  street  to  carry  with  him  as  an  in- 
voluntary thought,  and  that  is  that  it  is  perhaps  the  sole  industry  the 
result  of  which  creates  permanent  wealth  to  thecountry.  Manufac- 
turers produce  products  that  are  made  to-day  and  consumed  to-mor- 
row. In  the  construction  industry  the  finished  product  is,  in  a  fair 
percentage,  to  be  used  by  generation  after  generation. 

The  Chairman.  And  not  only  is  that  so.  General,  but  it  creates  a 
taxable  wealth,  and  one  which  can  not  dodge  taxation. 

Mr.  Marshall.  Yes. 

The  Chairman.  And  it  thereby  contributes  materially  to  the  wealth 
of  the  community  at  large  ? 

Mr.  Marshall.  Yes;  to  the  permanent  wealth  of  the  country.  I 
believe  that  if  that  thought  becomes  a  part  of  the  involuntary  thought 
of  the  Nation  it  will  have  a  very  salutary  eflFect  on  the  financial 
mind,  in  its  consideration  of  the  needs  of  the  country,  and  in  its  con- 
sideration of  the  economics  of  the  country. 

Now,  on  the  question  of  labor  I  will  say  just  a  word  or  two.  Most 
of  us  look  at  labor  in  the  light  of  the  building  trades — ^that  is,  we 
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look  at  construction  labor  in  the  light  of  the  building  trades ;  that  is, 
.  the  man  who  works  on  the  house  is  a  laborer  that  we  are  prone  to 
Jook  upon  as  "  construction  labor."  I  do  not  know  what  percentage 
it  is  of  all  construction  labor,  but  I  would  say  that  such  men  certainly 
constitute  not  more  than  50  per  cent  of  all  construction  labor.  The 
manufacturing  labor  is  a  large  part  of  the  construction  labor,  as  well. 
The  building  trades  are  probably  more  nearly  organized  than  any 
other  branch  of  labor.  Just  what  percentage  of  the  building  trades 
are  organized,  I  do  not  know — and  nobody  seems  to  know — ^but  to  my 
mind  it  runs  to  about  two-thirds,  as  a  matter  of  impression  rathei* 
than  of  knowledge.  I  think  the  labor  people  say  80  to  85  per  cent — 
the  American  Federation  of  I-iabor — speakmg  of  the  building  trades, 
now,  in  which  there  are  18  crafts. 

Contractors,  engineers,  and  architects  make  attempts  to  cooperate 
with  them.  I  understand  that  in  the  contract  generally  used  in  New 
York  City  it  is  made  a  part  of  the  contractor's  obligation,  written 
into  the  contract,  that  he  shall  cooperate  with  them.  Yet  that  co- 
operation, as  much  or  as  little  as  it  may  b6,  has  not  visibly  reduced 
strikes.  The  building  trades'  labor  is  organized,  and,  generally  speak- 
ing, the  elements  of  the  construction  industry  that  have  to  deal  with 
tliem  are  not  organized.  They  have  much  of  organization,  but  little 
coordination  between  them,  so  that  there  has  been  no  national  organi- 
zation of  the  other  elements  of  the  industry  to  cooperate  with  labor — 
if  tliat  be  the  solution  of  the  problem.  Locally  it  has  been  effective 
in  some  instances  and  in  other  instances  it  has  not  been  effective.  It 
is  my  personal  belief  that  the  open-shop  proposition,  as  usually 
applied,  is  really  opposition  to  imion  lal>or  and  not  the  open  shop 
in  its  true  sense.  I  believe  that  until  the  open-shop  movement  is 
truly  fair  and  just  it  will  only  do  the  thing  of  swinging  the  pendulum 
up  to  the  other  end  rather  than  to  settle  it  in  a  vertical  position, 
where  it  belongs.  Of  course,  union  labor,  as  it  has  been  practiced, 
is  largely  in  abrogation  of  the  fundamental  right  of  freedom  of 
contract. 

The  freedom  of  contract  is  assured  to  us,  if  not  in  so  many  words 
certainly  inferentially,  in  both  the  Declaration  of  Independence  and 
in  our  Constitution,  and  it  goes  to  the  v^ry  fundamental  thought  of 
our  national  existence ;  so  that  in  that  world  there  has  yet  emerged 
nothing  but  strife,  and  until  we  can  emerge  out  of  that  period  of 
strife  and  get  down  to  a  recognition  of  the  actual  rights  of  both 
sides  nobody  is  going  to  be  in  a  proper  judicial  frame  of  mind  to 
bring  about  even  a  quasi  settlement  of  one  of  the  things  that  is  hurt- 
ing us  most. 

Mr.  MiLiiKRi  (xen.  Marshall,  in  order  to  get  on  the  record  yOur 
opinion  as  to  the  influence  of  labor  costs  on  the  whole  cost  of  con- 
struction, I  would  like  to  ask  you  if  you  agree  with  the  old  theory 
that  60  per  cent  of  the  cost  of  erecting  a  building  was  materials  knd 
40  pel*  cent  wan  labor,  and  that  more  recently  that  has  changed  to  a 
50-50  basis — 50  per  cent  of  the  cost  of  erecting  being  materials  and  50 
per  cent  labor — and  some  people  even  go  so  far  as  to  say  that  40  per 
cent  now  represents  the  cost  of  materials  and  60  per  cent  the  cost  of 
labor.  Now,  you  used  the  figure  50  per  cent  a  few  moments  ago  as 
the  cost 

Mr.  Marshall. (interposing).  No:  I  did  not  use  that.  In  the  cost 
of  a  building  we  look  upon  the  labor  cost  as  that  alone  of  the  building 
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trades^  and  we  forget  the  cost  of  the  labor  that  goes  into  the  manu- 
facture of  the  materials.  The  cost  of  erection  of  a  building  is  now 
probably  50  per  cent  labor  and  50  per  cent  material ;  that  is  to  say, 
from  information  that  seems  to  be  reliable,  the  cost  of  labor  in  the 
erection  of  a  building  is  at  least  50  per  cent,  if  not  more.  With  re^ 
spect  to  the  material  that  is  delivered  to  the  building,  the  labor  cost 
of  it,  from  the  raw  state  to  the  finished  product,  is  perhaps  no  less 
than  50  per  cent  of  its  cost  to  the  contractor;  thereby  making  the 
total  cost  of  the  structure  75  per  cent  labor  and  25  per  cent  material. 

Mr.  Miller.  And  overheads,  etc. 

Mr.  Marshall.  Yes;  material,  overheads,  etc.  There  are  several 
things  that  I  want  to  suggest  to  the  committee,  in  a  very  few  words, 
wi{hout  going  into  the  reasons  for  them  mucii. 

The  Chairman.  Have  you  finished  with  labor? 

Mr.  Marshall.  Ob,  no.  Immi^ation  is  an  important  element.  I 
think  that  this  country  of  ours  might  be  likened  to  a  large  industrial 
school,  where,  before  the  war,  the  people  abroad,  for  political  rea- 
sons— the  laboring  men.  largely  because  of  the  political  situation  in 
the  countries  from  whicn  they  came,  came  to  this  country  and  started 
into  the  school  here  in  the  lowest  class.  A  man  could  rise  through 
successive  steps  to  the  highest  that  there  is — and  many  of  them  have 
risen  and  are  rising.  We  may,  for  purposes  of  my  thought,  call  these 
the  "class  of  1910,"  'Hhe  class  of  1911,''  "the  class  of  1912,''  ^Hhe 
class  of  1913,"  and  "'  the  class  of  1914."  They  came  here  and  were 
put  into  the  school  of  apprenticeship.  We  are  working  now  witli  the 
class  of  1914,  because  since  that  time  oo  immigration  worth  mention- 
ing has  taken  place,  so  that  we  have  not  any  apprentices  to  put 
through  this  industrial  school:  we  only  have  the  laborer  who  has 
been  held  down  because,  in  the  competition  of  the  past,  he  has  not 
been  able  to  rise.  Now,  the  political  conditions  of  Europe  have 
changed ;  the  laborer  there  is  not  below  the  white-collared  man  any 
more — that  was  one  of  the  reasons  why  he  wanted  to  come  to  this 
country,  before  the  war — but  now  his  relative  condition  in  Europe 
is  perhaps  better — that  seems  to  be  the  indication  of  the  times — and 
the  immigrants  that  we  do  get  here  to-day  are  largely  women  and 
children,  and  from  that  white-collared  class.  Now,  where  are  the 
pools  of  labor  from  which  we  are  going  to  draw  the  classes  of  1920, 
1921,  and  1922?  There  are  no  classes  of  1915,  1916,  1917,  1918,  or 
1919. 

I  think  that  the  question  of  selective  immigration  is  one  that  not 
only  concerns  the  consti'uction  industry  but  concerns  agriculture  and 
every  other  industry  that  we  have;  and  realizing  that  we  are  short 
six  classes,  what  should  we  do  to  attempt  to  make  up  for  that  loss? 

Going  back,  now,^  to  labor  strikes,  I  am  informed  that  perhaps  80 
per  cent  of  them  have  been  for  what  are  known  as  jurisdictional  rea* 
sons;  that  is  to  say,  two  of  the  building  trades  claiming  jurisdiction 
over  certain  classes  of  work  on  a  building.  About  a  year  and  a  half 
ago  the  general  contractors  proposed  a  board  known  as  the  "  board 
ot  jurisdictional  awards  "  to  the  labor  people,  and  the  labor  people 
accepted  the  proposal.  Such  a  board  is  in  existence  to-day ;  it  is  com- 
posed of  oile  architect,  one  engineer,  three  contractors,  and  three  men 
from  the  American  Federation  of  Labor.  The  international  presi- 
dents of  the  American  Federation  of  Labor  have,  in  mv  hearing — 
many  of  them — expressed  the  belief  of  the  absolute  need  for  such  a 
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board,  and  that  they  are  absolutely  behind  it.  About  10  days  ago 
Mr.  Donlin,  the  president  of  the  building  trades'  division  of  the 
American  Federation  of  Labor,  wrote  a  letter  to  all  6f  the  interna- 
tional presidents — I  think  that  is  what  they  call  them — containing 
the  strongest  kind  of  indorsement  of  this  board. 

Now,  to  my  personal  knowledge  that  board  has  averted  a  number 
of  strikes,  and  the  awards  that  they  have  made,  as  between,  let  us  say, 
plasterers  and  cement  workers,  have  been  accepted  and  are  in  opera- 
tion to-day.  As  time  goes  on  and  this  board  .gets  the  value  of  prece- 
dent behind  it,  it  will,  I  believe,  be  helpful  in  that  field  of  jurisdic- 
tional strife.  I  think  that  about  finishes  my  comment  on  the  labor 
problem. 

The  Chairman.  There  is  one  thing  that  has  disturbed  me  very 
much  about  labor  in  the  building  trades,  and  that  is  the  fact  that  it 
is  difficult  to-day  to  induce  our  young  American  boys  to  learn  a  trade. 

Mr.  Marshaix.  I  think  those  six  vacant  classes  are  the  reason 
for  it. 

The  Chairman.  What? 

Mr.  Marshall.  Those  six  vacant  classes  of  immigrants  are  the  rea- 
sons for  it,  I  think.  They  have  something  else  to  do,  more  to  their 
liking. 

The  Chairman.  I  know  that,  particularly  in  New  York  City,  for 
many  years  we  got  a  great  many  German  carpenters  and  Scandina- 
vian carpenters  and  Irish  and  English  carpenters. 

Mr.  Marshall.  Yes. 

The  Chairman.  Ten  years  ago  I  would  say  that  75  per  cent  of  our 
carpenters  here  in  New  York  were  of  foreign  birth.  I  have  not  in- 
quired into  it  of  late,  but  I  find  that  we  are  getting  no  young  men  or 
boys  going  in  and  learning  a  trade.  That  has  tended  to  a  Towering 
of  the  character  of  the  trade  and  to  less  efficency  in  the  trade. 

Mr.  Marshall.  Yes. 

The  Chairman.  In  some  trades  the  American  boy  is  going  in ;  for 
instance,  they  like  to  be  electricians  or  plumbers,  which  pemaps  re- 
quires a  little  more  skill  at  times.  In  former  times  we  have  recruited 
our  bricklayers  and  our  masons  here  from  Irish  boys,  but  now  we  are 
getting  a  great  many  Italians  and  Jews  in  the  bricklaying  trade 
and  plasterers  and  painters.  Altogether,  I  am  rather  of  the  opinion 
that  our  mechanics  in  the  building  trades  are  not  quite  as  good  as 
they  were  10  years  ago,  and  that  is  because,  perhaps,  the  young 
Americans  are  not  going  into  those  trades.  I  find  in  the  plumbing 
and  electrical  work,  and  some  of  the  masons,  the  percentage  of 
American-born  workmen  is  very  large.  We  seem  to  have  fallen  down 
somehow,  and  I  wonder  if  we  can  do  anything  in  this  country  to 
induce  our  young  American  boys  to  go  out  and  learn  the  building 
trade.  That  would  be  of  immense  value  to  the  country,  if  such  a 
scheme  could  be  worked  out. 

Mr.  Marshall.  Well,  there  is  a  certain  amount  of  Federal  aid  to- 
ward promoting  that — not  holding  schools,  as  I  understand  it,  but 
I  think  the  Bureau  of  Education  nas  that  under  advisement  and  is 
actually  trving  to  develop  some  State  aid  in  inducing  young  men  to 
do  that.  It  is  my  understanding  that  such  is  the  case,  although  I  do 
not  know  very  much  about  it. 

The  Chairman.  We  have  no  young  men  at  all.  That  makes  the 
outlook  for  the  craft  very  dark. 
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Mr.  Marshall.  Yes;  and  immigration  is  a  lar^e  factor  in  that 
situation,  not  only  in  the  building  industry  but  in  afl  the  other  indus- 
tries, I  believe. 

The  Chairman.  I  am  very  much  interested  in  your  talk  about 
labor  conditions  and  the  future  of  labor,  and  I  have  often  wondered 
whether  we  have  approached  it  properly.  Some  people  who  divide 
profits  with  their  labor  get  a  better  condition  of  affairs,  like  Endi- 
cott  &  Johnson.  Of  course,  we  can  not  do  that  so  well  in  the  build- 
ing trades,  because  the  job  is  going  up,  and  when  it  is  through  they 
are  laid  on ;  but  the  manufacturing  industries  could  handle  that  prin- 
ciple better,  I  think.    I  i-eally  do  not  know  just  what  to  propose. 

Mr.  Marshall.  Manufacturing  industry  is  a  very  dinerent  prob- 
lem from  the  building-trades  industry. 

The  Chairman.  Yes. 

Mr.  Miller.  Congressman  Tinkhani,  some  time  ago,  introduced  a 
bill,  the  purpose  of  which  was  to  gather  together  and  coordinate  the 
information  that  was  accumulated  at  great  expense  by  the  (Jovern- 
ment  in  the  Housing  Corporation,  and  that  bill  is  now,  I  think,  in 
committee;  and  Congressman  Tinkham  has  been  before  this  commit- 
tee in  connection  with  the  bill.  Do  you  think.  Gen.  Marshall,  that 
a  bureau — perhaps  not  of  the  Labor  Department,  but  of  the  De- 
partment of  Commerce,  or  some  other  department  in  Washington — 
which  had  to  do  with  assembling  data  ana  acting  as  a  clearing  house 
on  matters  of  statistics,  of  the  cost  of  basic  materials,  and  the  uni- 
formity of  building  erodes,  and  the  standardization  of  building  regu- 
lations and  building  materials,  and  generally  fostering  the  building 
industry,  even  going  into  some  of  ^he  questions  of  cost  and  financing, 
but  which  would  be  in  no  way  paternal,  where  anyone  might  go  and 
contribute  or  obtain  information,  would  be  a  helpful  thing? 

Mr.  Marshall.  My  mind  is  not  clear  on  that.  My  mind  has  not 
come  to  rest  on  that,  because  I  think  you  have  stated  a  qualification 
that  is  impossible — ^'^  in  no  way  parental."  I  do  not  believe  that  such 
a  bureau  could  any  more  refrain  from  meddling  than  you  could  stop 
breathing  and  live.  Now,  if  it  could  be  done,  and  could  be  in-  no 
way  parental,  the  answer  would  be  "  Yes." 

Mr.  Miller.  We  make  the  same  effort  in  the  Department  of 
Agriculture,  and  I  have  heard  experts  from  that  department  testifv' 
that. if  all  the  corn  that  is  planted  in  this  country  were  planted  on 
the  same  acreage  we  now  use,  but  were  planted  efficiently,  we  would 
raise  twice  the  crop  of  corn  that  we  do. 

Mr.  Marshall.  Yes;  but  that  is  a  very  different  problem  from 
going  in  and  meddling  with  a  manufacturer. 

Mr.  Miller.  When  we  are  trying  to  construct  buildings  under  as 
many  different  laws  and  codes  as  we  have  different  cities  and  munici- 
palities, and  manufacturers  are  attempting  to  make  their  goods  con- 
form to  all  of  those  requirements,  it  is  very  expensive. 

Mr.  Marshall.  Such  information  and  data  should  be  available, 
and  the  construction  industry  should  have  it  available ;  but  whether 
it  should  be  governmental  or  not,  as  I  say^  my  mind  has  not  come 
to  rest  on  the  proposition.  If  I  thought  it  could  be  governmental, 
and  would  not  be  inquisitorial  or  meddling,  I  would  say,  "  Yes  " ;  but 
I  can  not  come  to  believe  that  it  would  not  ultimately  be  one  or  the 
other. 
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The  Chairman.  Well,  that  is  an  opinion? 

Mr.  Marshall.  Yes. 

The  Chairman.  We  are  glad  to  have  an  opinion  from  you, 
General. 

Mr.  Marshall.  Yes;  it  is  nothing  in  the  world  but  an  opinion. 
Nobody  can  tell  now  what  it  might  be.  Along  that  line  I  think  that 
Congress  can  do  some  very  beneficial  things,  and  can  start,  perhaps, 
bv  enacting  a  law  that  every  Federal  department  that  does  a  certain 
class  of  construction  shall  do  it  on  the  same  form  of  contract,  and 
shall  have  one  legal  office  where  the  legal  questions  in  connection 
with  it  shall  be  interpreted  for  all  parties  alike,  and  that  that  office 
shall  probably  be  in  the  office  of  the  Comptroller  of  the  Treasury — 
because  a  legal  opinion  is  not  worth  a  cent  unless  the  Comptroller  of 
the  Treasury  will  pay  on  it;  so  I  think  that  a  start  in  that  direc- 
tion could  be  made  perhaps  by  providing  that  all  road  contracts 
shall  be  alike  for  all  departments  of  the  Government.  That  would 
pretty  soon  get  into  the  States,  and  it  would  be  some  tangible  point 
from  which  our  great  engineering  societies  could  deal  with  the 
matter,  and  rub  off  the  rougli  edges,  where  now,  I  believe,  there  are, 
all  told,  64  different  bureaus  or  departments,  etc.,  of  the  Government 
that  have  their  own  form  of  contract,  and  other  documents.  T  think 
that  some  legislation  along  that  line  would  prove  beneficial,  but 
whether  to  go  the  whole  route,  as  you  have  just  suggested,  and  set  up 
a  bureau  for  standardization  of  contracts,  specifications,  building 
codes,  etc.,  would  not,  in  the  end,  prove  a  detriment.  T  am  not  clear. 

Mr.  Miller.  As  a  part  of  the  Bureau  of  Standards,  for  instance  ? 

Mr.  Marshall.  Perhaps  as  a  part  of  the  Bureau  of  Standards, 
yes.  One  of  the  things  that  I  had  to  suggest  to  the  committee  was, 
perhaps,  the  standardization  of  a  single  contract,  if  you  please,  on 
roads — if  you  do  not  care  to  go  any  turther  than  that  now — and  to 
make  it  mandatory  on  every  Federal  agency  that  has  a  contract  for 
roads,  to  use  that  contract  form.  As  it  is  now,  I  think  there  are  (>4 — 
I  may  be  wrong  in  my  figure,  but  some  one  said  there  were  64 — in  a 
pamphlet  urging  the  formation  of  a  department  of  public  works, 
that  is  where  the  statistics  on  those  things  are  accurately  tabulated, 
I  believe;  and  I  presume  that  every  one  here  is  familiar  with  that. 
The  department  of  public  works  would  do  those  things  that  you  have 
/in  mind  for  a  single  bureau  to  do,  if  such  a  department  were  estab- 
lished; and  I  believe  that  in  such  a  department  as  that  it  would  not 
become  inquisitory  or  meddling;  but  as  a  separate  bureau,  I  really  do 
not  know.  I  can  not  form  a  decided  opinion  on  it.  I  have  i>een 
unable  to  do  so.  I  have  tried  to,  but  have  been  unable  to  do  so.  A 
department  of  public  works  is,  I  believe,  the  single  outstanding 
consideration,  above  all  others,  for  the  industry  to  take  cognizance 
of,  when  we  are  thinking  about  the  good  of  the  country  w  ith  resi)ect 
to  construction. 

All  other  things  that  we  talk  about  are  but  a  part  of  that,  I  believe ; 
and  that  this  committee,  with  a  strong  indorsement  of  that  idea, 
without  necessarily  going  into  the  details — or,  better  still,  if  it  has 
time,  to  go  into  the  details — would  be  the  largest  contribution  that 
could  be  made  to  the  construction  industry,  as  a  whole,  considering 
all  time.  There  are  other  things  that  it  can  do  that  would  help  for 
the  moment  perhaps  more  than  that  would  help  at  this  immediate 
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juncture;  but  I  think  that  the  depai*tment  of  public  works'  idea  is 
the  largest  one  in  the  construction  field. 

The  Chairman.  General,  I  am  sure  that  would  be  of  tremendous 
assistance. 

Mr.  Marshall.  Yes. 

The  Chaikman.  But  I  find  this  disposition  on  the  part  of  Members 
of  Congress  in  relation  to  the  subiect,  that  it  would  simply  be  adding 
another  tremendous  outlay  of  puolic  funds ;  that  we  woiild  have  in- 
numerable bureaus  and  large  salary  lists,  and  whatnot.  The  question 
is :  Is  the  advantage  to  be  gained  by  the  country  worth  the  very  con- 
siderable expenditure?  Ferhaps  m  10  years  it  would  amount  to 
$15,000,000  a  year,  the  way  those  things  go.  We  had  a  Department 
of  Commerce  and  Labor  whose  budget  was  $7,000,000  a  year.  Now, 
it  has  been  separated  into  two  departments,  and  I  suppose  the  two 
will  amount  to  $150,000,000  a  year.  You  know,  too,  from  your  obser- 
vation that  we  would  be  continually  digging,  and  everybody  would 
be  trying  to  add  something  to  it.  At  the  same  time,  I  know  that 
there  is  a  great  deal  to  be  said,  not  only  from  the  standpoint  of  the 
Government  itself,  in  that  direction,  but  the  great  advantage  that 
would  be  available  to  this  great  industry,  in  which  there  are  ex- 
pended, perhaps — well,  I  do  not  know,  but  three  or  four  or  five 
billion  dollars  a  year. 

Mr.  Marshall.  And  that  is  what  the  Government  is  for.  Senator. 
It  is  not  for  anvthing  else.  It  is  for  that  purpose,  and  I  think  the 
fact  that  these  departments  have  been  separated  is  one  of  the  reasons 
for  our  great  prosperity  in  this  country.  I  do  not  think  that  that 
money  is  wasted.  I  believe  that  a  department  of  public  works  would 
save  the  Government  two  or  three  times  its  annual  appropriation — 
whatever  it  might  be — in  the  cheapness  with  which  it  would  get  its 
work  done. 

There  will  never  be  any  way  of  measuring  that,  because  it  is  easy 
to  sav  that  had  you  done  it  dinerently  it  would  have  been  less.  You 
wUl  "have  no  yardstick  to  measure  it  by  accurately ;  but  there  are 
few  contractors  who  want  to  take  a  job  from  the  Government — very 
few  indeed.  As  a  matter  of  fact,  I  am  cognizant  of  a  job  amounting 
to  two  and  a  half  million  dollars,  that  was  let  not  so  very  lon^  ago, 
where  they  could  get  but  three  contractors  to  bid,  and  they  did  not 
want  to  bid;  they  simply  did  it  as  a  matter  of,  well,  not  exactly  ac- 
commodation, because  they  put  enough  money  on  for  it  not  to  he  an 
accommodation,  I- think;  but  that  is  the  state  of  mind  among  con- 
tractors, and  I  tell  you  it  is  so  that  they  do  not  want  to  bid  on  Gov- 
ernment work,  and  will  not  bid  on  it,  generally  speaking;  so  that 
the  class  of  contractors  that  flock  to  that  work  is  a  class  who  are 
perhaps  trying  to  get  a  start — perhaps  inexperienced  in  many  cases — 
and  when  he  gets  into  a  class  where  he  is  experienced  he  finds  it  more 
profitable  to  turn  to  something  else,  so  again  the  Government  has  the 
other  fellow,  who  is  coming  up,  to  do  its  work ;  and  the  saving  to  the 
Government,  I  believe,  would  be  many  times  the  amount  of  the  ap- 
propriation made  for  the  support  of  such  a  department.  I  believe 
that  thoroughly. 

Now,  there  is  one  phase  of  our  national  life  that  perhaps  legislation 
could  do  some  good  about.  In  Xew  York  City — in  Manhattan  Island, 
rather— I  think  there  are  about  2,000,000  people,  and  of  that  2,000,000 
people  about  1,900,000  live  in  apartments.  I  am  guessing  at  these 
figures. 
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The  Chairman.  I  think  the  population  is  about  2,250,000,  and  I 
do  not  think  that  quite  1,900,000  live  in  apartments;  but  I  guess  it 
is  about  80  per  cent. 

Mr.  Marshall.  Well,  at  any  rate,  a  large  number  of  them  live  in 
apartment  houses. 
The  Chairman.  Yes. 

Mr.  Marshall.  Most  of  them  rent  their  apartments,  but  most  of 
them  would  like  to  own  them,  if  there  were  any  well-defined  property 
rights  with  respect  to  those  apartments.  Most  propertv  rights  take 
centuries  to  develop  what  they  really  are;  they  are  usually  permitted 
to  develop  of  themselves,  and,  of  course,  they  are  steered  along  the 
lines  of  the  man  who  owns  property  rather  than  the  man  who  wants 
to  own  it  in  part  only.  The  purchase  of  an  apartment  does  not  give 
one  a  property  that  has  any  considerable  borrowing  capacity,  perhaps 
because  of  the  fact  that  the  property  rights  are  not  defined.  Our 
national  life  is  tending  more  and  more  to  the  occupancy  of  apartment 
houses  as  dwelling  places,  and  if  something  can  be  done  toward  de- 
fining property  rights  in  apartments,  so  that  the  purchaser  of  an 
apartment  may  have  something  upon  which  he  can  negotiate  a  loan, 
as  upon  other  real  property,  I  think  it  would  be  a  considerable  con- 
tribution to  the  relief  of  the  situation. 

With  respect,  now,  to  railroads  again,  it  has  been  suggested  every 
once  in  a  while  that  reciprocal  demurrage  might  be  a  good  thing; 
that  if  you  ship  a  carload  of  goods  and  the  railroad  takes  a  week 
longer  to  deliver  it  than  it  should  or  than  it  said  it  would,  why  should 
not  the  railroad  pav  you  $70  for  that  delay,  just  as  vou  would  pay 
them  $70  for  keeping"  that  car  a  week  longer,  under  their  demurrage 
rules?  And  pay  it  in  money,  not  in  bookkeeping  exchange.  Now, 
would  that  be  a'  prod  to  transportation,  or  wouldf  it  not?  I  do  not 
know ;  I  put  the  question.  Eeciprocal  demurrage  is  a  question  that 
bobs  up  every  once  in  a  while.  I  just  put  it  so  that  it  may  not  be 
overlooked  in  the  general  consideration  of  the  subject.     .    , ^     ^   ^^ 

I  would  suggest  to  the  committee  that  it  call  before  it  Mr.  K.  H. 
Waldo.  I  have  not  consulted  Mr.  Waldo  with  respect  to  this,  but  I 
know  he  has  been  all  over  this  country  conferring  with  people,  more. 
I  believe,  than  any  other  man,  recently,  and  he  is  a  man  of  great 
analytical  powers,  and  I  think  that  he  could  probably  give  you  a  view 
of  the  whole  country  that  would  be  well  worth  while  listening  to. 

Mr.  Miller.  Is  he  located  in  New  York  ?  . 

Mr.  Marshall.  Yes :  New  York  City.  I  think*  the  City  Club  is 
where  he  may  be  found.  I  think  he  started  The  Stars  and  btnpes 
and  was  the  mainspring  in  it— on  the  other  side,  not  on  this  side. 

A  Voice.  What  was  the  capacity  in  which  he  interviewed  all  these 

men?  .  .  ,.  .., 

Mr.  Marshall.  I  am  not  certain ;  it  was  m  connection  with  some 

investigation  that  he  is  conducting. 

The  Chairman.  General,  is  there  anything  further  that  you  wish 

to  say  to  the  committee  ? 
Mr.  Marshall.  I  think  not,  Senator. 
The  Chairman.  We  are  very  much  obliged  to  you,  sir. 

Mr.  Marshall.  Not  at  all.  .  j       i.i 

(Whereupon,  at  1.10  o'clock  p.  m.,  the  committee  adjourned  until 

Friday,  October  8,  1920,  to  meet  again  at  the  same  place  at  11  o  clock 

a.  m.) 
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FRIDAY,  OCTOBEB  8,   1920. 

X'nited  States  Senate, 
Special  Com MiTn':E  ox  Reconstruction  and  Production, 

\ew  York  City. 

The  committee  met,  pursuant  to  adjournment,  in  the  conference 
room,  Engineering  Societies  Building,  29  West  Thirty-ninth  Street, 
at  11  o'clock  a.  m..  Senator  William  Si.  Calder  presiding. 

Present:  Senator  Calder  (chairman)  and  Messrs.  Franklin  T. 
Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

FVETHEE  STATEMENT  OF  MB.  OTTO  H.  EAHN,  1100  FIFTH 

AVENTTE,  NEW  YOEK  CITY. 

Mr.  Meyer.  Mr.  Kahn,  here  are  the  five  recommendations  that  I 
made  to  the  Special  Senate  Committee  on  Reconstruction  and  Pro- 
duction [handing  paper  to  Mr.  Kahn] ;  I  know  that  you  have  given 
consideration  to  those  recommendations  and,  in  fact,  the  whole  sub- 
ject ;  and  the  committee  would  be  glad^  I  am  sure,  to  have  your  views. 

Mr.  Kahn.  My  views,  on  general  Imes,  concur  wholly  with  those 
of  Mr.  Meyer,  and  I  think  he  deserves  great  credit  for  having 
brought  the  thing  forward  and  for  giving  it  his  time  and  his  ener- 
gies. 

The  four  points  which,  I  think,  bear  materially  upon  the  problem 
and  upon  the  recommendations  relating  to  the  problem  are,  first,  ^ 
thrift — nothing  is  more  important,  nothing  is  or  greater  value  to  ' 
the  State,  nothing  is  more  apt  to  bring  out  and  develop  those  very 
virtues  that  we  want  to  encourage  in  the  citizens  of  the  country  than 
the  habit  of  thrift.  But  it  is  astonishing  to  see  how  great  is  the 
cumulative  effect  of  thrift,  and,  in  the  same  way,  how  great  is  the 
cumulative  effect  of  waste.  Perhaps  a  classical  example  of  that  is 
France,  which,  with  all  the  vicissitudes  and  dangers  and  crises  it  has 
undergone  in  its  long  career,  could  hardly  have  remained  what  it  is  if 
it  had  not  been  for  the  big  boom  which  they  always  had  in  the  tradi- 
tional thrift  of  their  people,  going  right  through  the  populace  from 
the  highest  to  the  lowest.  1  know  or  nothing  more  important  than 
to  encourage  thrift,  especially  at  this  time,  when  we  have  got  to  make 
good  the  ravages  of  war — and  the  way  to  make  them  good  is  to 
increase  production  and  increase  saving.  I  think  that  will  suffice 
for  the  main  feature  of  this  proposition. 
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In  the  same  way  and  on  the  same  lines  I  think  it  is  most  desirable 
that  those  of  our  people  who  are  men  and  women  of  small  means 
should  be  encouraged  to  think  that  the  Government  is  paying  all  the 
attention  it  can  to  them,  and  that  any  practice  which  tends  to  make 
them  feel  that  they  are  not  getting  a  square  deal,  as  compared  to  those 
more  well  to  do,  or  that  the  Government  is  not  giving  them  that  at- 
tention which  their  needs  require — any  such  impression  should  be 
combated:  and  it  can  not  be  combated  bv  words,  but  only  bv  acts. 
There  is  no  use  telling  them  you  are  looking  out  for  them  when  at  the 
same  time  you  are  not  looking  out  for  them. 

Now,  the  present  practice  of  dealing  with  the  savings  of  small  peo- 
ple on  the  part  of  the  Government  tends  certainly  to  give  to  people 
of  small  means  the  impression  that  they  are  being  unfairly  treated ; 
that  they  are  being  discriminated  against ;  that,  on  the  one  hand,  thev 
are  preached  to  about  the  practice  of  thrift,  while,  on  the  other  hand, 
if  they  do  practice  thrift,  they  are  not  getting  a  fair  deal  for  that 
which  they  have  accumulated  and  which  they  are  bringing  to  the 
Government  to  take  care  of. 

The  thing  which  I  think  the  Government  could  do  and  should  do, 
in  addition  to  giving  the  very  utmost  consideration  to  the  people  who 
come  to  it  and  who  intrust  their  savings  to  it  is  to  explain,  by  having 
simple  literature  available,  the  fundamental  theories  of  thrift  ana 
even  the  fundamental  theories  of  economics.  In  the  post  offices  there 
should  lie  around  at  the  disposal  of  the  people  some  plainlv  under- 
standable simple  literature,  first  of  all  for  the  purpose  of  thrift  propa- 
fanda,  and,  secondly,  for  the  purpose  of  an  explanatory  propaganda, 
lany  of  the  misunderstandings  which  now  prevail  as  to  economic 
matters  could  be  cured  by  a  few  simple  words  or  sentences,  available 
for  the  digestion  of  the  common  man  or  the  common  woman,  who  in 
the  outlying  districts  of  the  country  come  and  bring  their  money  to  the 
Government  to  take  care  of  it.  So  I  see  in  this  matter  both  an  actual 
and  a  moral  as  well  as  an  educational  feature. 

The  third  question  is,  What  ought  to  be  the  rate  of  interest  ?  We 
all  agree,  I  assimie,  that  the  present  rate,  which,  as  Mr.  Hoover  figured 
it  the  other  day,  amounts  to  an  average,  by  and  large,  of  not  much 
more  than  1  per  cent — even  though  it  is  nominally  2  per  cent — that  the 
present  rate  is  unfair.  The  question  is.  What  ought  to  be  the  new 
rate?  There  enters  into  the  problem  the- question,  To  what  extent  is 
the  Government  justified  in  going  into  a  business  which  will  put  it 
in  competition,  in  a  way — noipmally,  anyhow — with  the  savings 
banks?  Of  course,  it  would  not  be  fair  competition  if  the  Govern- 
ment paid  the  same  rate  that  the  savings  banks  pay,  if  only  for  the 
reason  that  the  savings  banks  have  large  overheaci,  rental  charges, 
personnel,  and  all  that  sort  of  thing  to  pay,  whilst  the  Government 
pays  no  rent  and  pays  no  taxes,  and  if  there  are  any  other  charges  to 
pay  at  the  end  of  the  year,  it  is  not  the  Government  that  pays  them : 
it  IS  the  taxpayer  that  pays  them.  Therefore  it  has  got  to  be  borne 
in  mind  that  the  competition  is  not  equal,  if  the  Government  pays  to 
the  depositor  the  same  rate  that  the  savings  bank  pays.  The  Govern- 
ment ought  to  pay  somewhat  less.  Exactly  what  the  rate  should  be 
is  a  matter  for  investigation,  for  conference  with  those  concerned ;  it 
is  a  question  to  be  regulated  in  the  light  of  reason  and  of  fairness  and 
in  the  light  of  the  universally  recognized  fact  that  the  sa^-ings  banks 
are  a  very  valuable  feature  of  our  economic  and  social  life  and  must 
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be  preserved,  and  that  nothing  must  be  done  to  drive  the  savings  banks 
out  of  business. 

Roughly  speaking,  and  with  not  much  more  than  a  rough  guess,  I 
should  say  that  it  probably  would  be  a  fair  thing  if  the  rate  were 
fixed  by  the  Government  at  from  one  and  one-half  to  three-quarters 
per  cent  less  than  what  the  average  savings  bank  in  the  leading  cities 
pays  in  those  territories  to  which  that  rule  would  apply.  The  actual 
procedure  might  be  that  the  Government  would  undertake  to  pay  a 
certain  minimum  rate,  and  in  addition  to  that,  at  the  beginning  of 
every  three  months'  period,  according  to  the  prevailing  money  market 
conditions,  the  Government  ought  to  announce  what  additional  rate 
it  will  pay  for  the  three  months'  period  ensuing.  Apart  from  the  fix- 
ing of  a  higher  rate,  which  rate,  as  I  say,  must  be  so  fixed  that  it  will 
not  unduly  and  unfairly  compete  with  the  savings  bank  rate — apart 
from  that  the  regulations  which  now  prevail  as  to  post-office  deposi- 
tories, which  are  unnecessarily  harsh  and  thoughtlessly  harsh,  must 
be  revised,  and  every  feasible  and  reasonable  accommodation  must  be 
given  to  the  depositor,  and  every  encouragement  must  be  given  to 
him,  and  he  must  not  be  scared  away  by  regulations  that  deal  with 
him  in  a  high-handed  fashion,  as  the  present  regulations  do. 

The  fourth  question  is:  Will  the  savings  bank  suffer  in  case  the 
Government  extends  its  activities  along  the  line  proposed,  and  pays 
a  rate  more  adequate  and  more  fair  than  it  has  paid  heretofore?  I 
am  convinced  that  the  savings  bank  would  not  suffer.  It  is  an  old- 
established  and'  well-proven  fact  that  the  creation  of  new  opportuni- 
ties does  not  interfere  with  existing  legitimate  opportunities.  When 
the  Government  made  its  Liberty  loan  drives  there  was  rather  gen- 
eral apprehension  that  that  would  lead  to  a  large  dimunition  of  sav- 
ings bank  deposits,  inasmuch  as  people  would,  it  was  feared,  draw 
their  money  irom  the  savings  banks  and  put  it  into  Liberty  bonds. 
Xo  such  thing  happened.  Again,  when  the  new  subways  were  built 
in  New  York,  it  was  generally  predicted  that  the  old  subways  would 
suffer,  but  no  such  thing  happened;  the  creation  of  new  subways 
made  new  subway  riders  and  attracted  a  new  public.  To  cite  a  case 
which  came  under  my  immediate  observation,  the  Metropolitan 
Opera,  with  which  I  happened  to  be  connected,  was  subjected  to  the 
competition  of  the  Manhattan  Opera — a  new  concern — and  the  pre- 
vailing feeling  was  that  there  would  be  a  falling  off  in  the  attend- 
ance of  the  Metropolitan.  As  a  matter  of  fact,  the  attendance  in- 
creased, because  with  the  enlarged  opportunities  enlarged  interest 
.was  created,  and  new  opera  goers  were  created.  And  1  think  so  it 
is  wherever  we  look  at  the  facts  and  experiences.  It  is  an  old  saying 
that  the  demand  creates  the  supply,  but  it  is  equally  true  that  the 
supply  creates  the  demand.  I  think  that  is  all  1  have  to  say,  unless 
you  wish  to  ask  me  some  questions? 

Mr.  Meyer.  You  have  covered  the  points  briefly,  but  very  com- 
prehensively, Mr.  Kahn ;  and  I  am  sure  it  will  be  helpful  to  have 
your  opinion  in  the  record.  Let  me  ask  you  now  what  is  your  opinion 
of  the  present  system  of  depositing  the  fimds  of  the  postal  system  in 
banks  as  against  the  recommendation  to  use  them  for  investment  in 
Government  short-time  paper  under  present  conditions? 

Mr.  Kahn.  I  think  that  is  a  matter  which  probably  has  to  be  solved 
somewhat  on  the  lines  of  least  resistance.  I  do  not  think  the  regula- 
tion ought  to  be  rigid,  one  way  or  another;  I  think  it  should  be 
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largely  left  to  those  who  may  have  in  charge  the  handling  of  the  en- 
larged and  improved  postal-savings  system,  how  and  where  they 
ought  to  utilize  their  funds — with,  of  course,  certain  definite  limita- 
tions as  to  their  discretion ;  but  I  tnink  the  less  rigid  or,  rather,  more 
elastic  vou  make  it  the  better  it  will  be. 

Mr.  Meyer.  But  under  present  conditions  it  would  seem  inappro- 
priate to  leave  the  funds  on  deposit  at  2i  per  cent,  would  it  not,  when 
the  Government  is  borrowing  at  6  per  cent  on  short-time  obligations? 

Mr.  Kahn.  It  would  seem  in  appropriate  to  leave  all  the  nmds  on 
deposit  at  that  rate^  certainly,  and  it  certainly  ought  not  to  be  re- 
quired, either  by  legislation  or  by  practice,  that  such  funds  should  be 
so  left  on  deposit.  I  think  a  fair  division,  according  to  experience, 
could  be  worked  out.  Some  funds  doubtless  will  have  to  be  left  on 
deposit  with  banks. 

Mr.  Meyer.  For  current  purposes  ? 

Mr.  Kahn.  Yes;  and  to  meet  current  requirements;  but  I  can  see 
no  good  reason  why  it  should  be  either  a  matter  of  practice  or  of 
legislative  enactment  that  the  funds  entrusted  to  the  Government  for 
savings  purposes  should  be  deposited  with  a  bank  at  any  fixed  rate  or 
at  all,  in  fact,  except  to  the  extent  that  prudent  conduct  of  the  busi- 
ness might  make  that  desirable. 

Mr.  Meyer.  Mr.  Kerlin,  the  director  of  the  postal  savings  system, 
is  here,  Mr.  Kahn,  and  he  will  testify  after  you  have  concluded  your 
statement;  but  I  thought  you  miglit  be  interested  to  know  something 
that  he  mentioned  informally  in  conversation — that  within  one 
month,  by  a  little  intensive  work,  without  any  expenditure  of  funds 
at  all,  the  postal  savings  in  Boston  recently  were  increased  one  and 
one-half  million  dollars. 

Mr.  Kahn.  Indeed? 

Mr.  Meyer.  Yes.  The  Postal  Savings  System,  of  course,  has  not 
practiced  energetic  propaganda — and  you  have  pointed  out  the  im- 
portance of  that — and  if  that  were  done  and  a  reasonable  amount  of 
funds  were  placed  at  the  disposal  of  the  Postal  Savings  System  you 
feel  that  the  possibilities  for  a  large  increase  in  deposits  are  very 
great,  do  you  not  ? 

Mr.  Kahn.  Yes,  I  do ;  I  feel  that  not  only  are  the  possibilities  of  a 
large  increase  in  deposits  very  great,  but  I  feel  that  by  getting  in 
touch  with  depositors  the  Government  will  be  in  a  position  to  bring 
home  to  those  people  simple  lessons  of  economic  information — simple, 
plain,  and  entirely  nonpolitical  educational  processes — on  matters 
with  respect  to  which  a  vast  amount  of  ignorance  prevails,  because^ 
those  people  in  the  far  out-of-the-way  places  have  not  any  oppor- 
tunitv  to  inform  themselves  correctly;  and  I  think  they  would  take 
the  (jovemment's  information  on  plain  economic  factors  as  some- 
thing that  could  be  believed  in  and  as  something  that  would  have 
no  ulterior  motive  or  purpose.  I  see  in  the  thing  not  only  a  great 
agency  for  collecting  savings,  but  I  see  in  it  also,  to  a  certain  extent, 
an  educational  agency. 

Mr.  Meyer.  That  is,  a  value  in  its  social  educational  features? 

Mr.  Kahn.  Yes. 

Mr.  Meyer.  Some  bankers,  in  connection  with  this  discussion,  Mr. 
Kahn,  have  urged  that  there  is  no  need  for  expansion  of  the  Postal 
Savings  System,  because  the  existing  large  banking  organizations, 
with  bond-selling  arrangements  of  an  intensive  character,  think  that 
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Ihey  can  Tenth  the  small  savings  of  the  people  of  the  country  better 
than  such  a  proposition  as  we  have  been  discussing  here.  As  you 
are  experienced  in  the  investment  business.  I  think  it  would  be  of 
advantage  to  have  your  opinion  on  that.  Do  you  think  that  there 
is  a  very  large  number  of  people  over  the  country  who  are  not  suited, 
by  environment  or  by  training  or  by  education,  to  buy  securities,  even 
in  small  denominations? 

Mr.  Kahn.  I  do. 

Mr.  Meter.  Who  do  not  understand  about  such  matters,  and  who 
would  not  save  for  that  purpose? 

Mr.  Kahn.  I  do.  I  think  there  is  a  great  difference  between  the 
investment  public  and  the  saving  public.  In  many  ways  the  invest- 
ment public  and  the  saving  public  are  identical ;  but  in  certain  other 
ways  there  is  a  distinct  difference  between  the  man  who  wants  to 
have  a  savings  bank  account  and  the  man  who  wants  to  invest  his 
money. 

The  best  investment  is  subject  to  fluctuation;  the  best  investment 
may  fall  upon  times  where  the  man  who  has  imme*diate  need  for 
moiley  can  not  realize  on  it,  except  at  a  heavy  loss;  and  nothing  is 
more  discouraging  to  the  new  saver — to  the  man  to  whom  saving  has 
been  preached — than  to  find  that  if  he  wants  money  he  can  only  get 
it  by  taking  a  loss  on  his  investment.  Of  course,  a  savings-bank 
deposit  is  worth  a  hundred  cents  on  the  dollar  always,  but  the  best 
investment  is  not  always  worth  a  hundred  cents  on  the  dollar,  com- 
pared to  the  price  which  the  man  paid  for  it,  because  it  is  subject  to 
fluctuation  all  the  time,  which  even  the  most  conservative  and  wisest 
banker  can  neither  control  nor  predict  beforehand.  Therefore,  I 
think  the  investment  feature  of  saving  and  the  savings-bank  deposit 
feature  of  saving  are  separate  and  ought  not  to  be  confounded  one 
with  the  other. 

The  Chairman.  And  of  course,  Mr.  Kahn,  in  line  with  that  state- 
ment, the  fact  that  the  Government's  securities  have  fluctuated,  as 
they  have  during  the  past  year  or  two,  has,  in  your  opinion,  tended  to 
discourage  investment  in  that  soil  of  security  on  the  part  of  the  sav- 
ing public,  has  it  not? 

Mr.  Kahn.  Very  much  so.  Senator. 

The  Chairman.  So  that  one  could  hardly  hope  to  encourage  the 
people  generally  to  put  their  money  into  securities  of  that  character 
again,  while  we  might  be  able  to  show  th^m  the  great  advantage  of 
putting  their  money  into  a  savings-bank  system,  where  they  could 
get  it  with  accumulated  interest  whenever  they  wanted  it? 

Mr.  Kahn.  Yes.  Also  there  is  the  menace  that  if  the  man  is  open  to 
approach  by  the  conservative  banker,  who  wishes  to  sell  him  the 
best  kind  of  an  investment,  he  is  also  open  to  approach  by  the  reckless 
promoter,  who  wishes  to  sell  him  a  very  much  less  desirable  kind  of 
investment,  and  who  may  induce  him  to  put  his  money  into  a  security 
which,  in  its  result  so  far  from  inducing  the  man  to  become  a  perma- 
nent saver,  will  induce  him  to  feel  that  there  is  no  use  in  saving,  be- 
cause he  has  had  the  experience  of  losing  money. 

Mr.  Meyer.  The  question  of  protecting  the  people  of  small  means 
against  swindling  promotions  and  dishonest  schemes  has  occupied 
your  attention,  I  assume,  to  some  extent? 

Mr.  Kahn.  Oh,  yes. 

Mr.  Meyer.  Along  with  that  of  every  other  banker? 
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Mr.  Kahn.  Yes. 

Mr.  Meyer.  You  agree  that  no  effective  way  has  been  found  to  stop 
it  in  this  country :  that  it  is  going  on  and  Jias  been  going  on  at  a  very 
alarming  rate? 

Mr.  Kaws,  Yes. 

Mr.  Meter.  And  do  you  feel  that  this  method  of  offering  a  fair 
rate  on  the  deposits  of  the  savings  of  the  people  is  about  the  l^t  anti- 
dote for  that  sort  of  thing  that  we  could  offer  ? 

Mr.  Kahn.  I  think  so — a  fair  rate,  and,  incidentally,  educational 
information,  for  the  people  gradually  will  learn  what  elements  to 
look  to  for  safety  of  investment,  which  I  think  can.easily  be  combined 
with  a  savings  campaign. 

Mr.  Meyer.  If  you  were  educating  people  of  small  means  to  the 
idea  of  taking  care  of  their  money  and  stimulating  the  saving  of 
their  money,  would  not  the  postal-bank  deposit  be  the  simplest  torm 
of  transaction  to  teach  them,  as  compared  with  other  forms  of  in- 
vestment ? 

Mr.  Kahn.  Yes;  T  think  so. 

Mr.  Meyer.  And  the  agency  for  that — ^the  post  office — thev  need 
no  education  about  that,  because  they  are  all  familiar  with  it? 

Mr.  Kahn.  Yes. 

Mr.  Meyer.  Do  you  consider  it  desirable,  if  large  amounts  can 
be  raised  by  postal-savings  deposits,  from  the  point  of  view  of  its 
effect  on  the  reduction  of  the  floating  debt  ? 

Mr.  Kahn.  Oh,  bv  all  means,  yes.  That  is  one  of  the  elements 
in  your  proposal  which  I  think  is  particularly  interesting  and  as  to 
which  I  feel  very  hopeful. 

Mr.  Meyer.  The  existence  of  two  and  a  half  billion  dollars  of 
Treasury  certificates,  paying  6  per  cent,  with  normal  tax  exemption, 
and  useful  in  corporations  having  cash  surpluses,  on  account  of  their 
being  counted  as  capital  investment,  tends  to  depress  the  price  of  all 
securities,  in  your  opinion,  or  has  tended  to  do  it — to  raise  the  cost 
of  capital  in  this  country  to  industry? 

Mr.  Kahn.  It  has  undoubtedly  tended  to  a  certain  standard  of 
costliness  of  money  getting,  with  which  other  money  getters  have  to 
combat. 

Mr.  Meyer.  And  in  your  experience  is  business  suffering  from  a 
lack  of  capital  at  present? 

Mr.  Kahn.  Business  is  suffering  from  a  lack  of  liquid  capital; 
yes. 

Mr.  Meyer.  And  an  increase  in  the  savings  of  the  people  would 
have  an  important  effect  upon  the  increase  of  liquid  capital? 

Mr.  Kahn.  It  would  certain  have  in  time  an  important  effect. 
How  immediate  that  effect  would  be  I  could  only  guess. 

Mr.  Meyer.  It  would  be  as  immediate  as  the  capital  that  was 
raised  bv  the  savings  deposits? 

Mr.  Kahn.  Yes. 

Mr.  Meter,  The  question  is  how  quickly  that  could  be  done? 

Mr.  Kahn.  Yes. 

Mr.  Meyer.  I  told  the  committee  I  thought  that  the  reduction 
of  the  floating  debt  would  be  a  very  important  element  in  increasing 
the  price  of  Liberty  bonds,  if  it  could  be  brought  alx)ut  on  a  suffi- 
ciently large  scale.    Do  you  agree  with  that  view,  Mr.  Kahn  ? 

Mr.  Kaiin.   Vt?; 
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Mr.  Meyer.  Do  you  wish  to  ask  Mr.  Kahn  anything  further, 
Senator  ? 

The  Chairman.  No;  I  think  not.  I  have  listened  to  your  ques- 
tions, and  I  think  you  have  covered  the  ground  very  well. 

Mr.  Meyer.  I  am  sure  we  appreciate  your  coming  here  very  much. 
Mr.  Kahn. 

The  Chairman.  Yes.    We  thank  vou.  Mr.  Kahn. 

Mr.  Kahn.  Xot  at  all.  Senator. 

STATEMENT  OF  MB.  MALCOLM  KEBLIN,  DIRECTOE  POSTAL  SAV- 
INGS SYSTEM,  POST  OFFICE  DEPARTMENT,  WASHINGTON,  D.  C. 

The  Chairman.  Mr.  Kerlin,  how  long  have  you  been  connected 
with  the  Postal  Savings  System? 

Mr.  Kerlin.  Since  the  15th  of  April. 
^   The  Chairman.  Of  this  year! 

Mr.  Kerlin.  Yes,  sir. 

The  Chairman.  What  was  your  business  before  that? 

Mr.  Kerlin.  Immediately  before  that  I  was  superintendent  of 
mails  for  Mont«romerv,  Ward  &  Co.  for  al)out  two  months.  From 
the  1st  of  Januaiy  until  the  1st  of  March  I  was  connected  with  the 
Bureau  of  Efficiencv.  Three  vears  immediatelv  prior  to  that  I  was 
assistant  postmaster  at  the  citv  post  office  in  Washin^on.  About  two 
and  a  half  years  before  that  t  was  superintendent  of  registered  mails 
in  the  Post  Office  Department.  For  15  months  prior  to  that  T  was 
assistant  chief  clerk  of  the  Post  Office  Department.  I  have  been 
connected  with  the  Post  Office  Department  since  the  earlv  part  of 
1906. 

Mr.  Meyer.  In  a  letter  to  Senator  Calder,  I  stated  that  I  thought 
the  public  interest  demanded  that  we  authorize  the  pavment  of  a 
higher  rate  of  interest  than  the  2  per  cent  now  authorized  by  the 
law.    What  is  your  opinion  on  that,  Mr.  Kerlin? 

Mr.  Kerlin.  My  opinion  is  that  a  higher  rate  of  interest  could  be 
paid,  without  any  harm  cominpr  to  the  saving  banks  or  the  national 
banks. 

Mr.  Meyer.  As  a  matter  of  justice,  do  you  not  think  a  higher  rate 
should  be  paid? 

Mr.  Kerlin.  I  do. 

Mr.  Meyer.  When  savino:s  certificates,  at  4  per  cent,  are  being  sold 
in  the  post  office  at  the  same  place  that  2  per  cent  deposits  are  being 
taken? 

Mr.  Kerlin.  Yes:  I  think  a  higher  rate  should  be  paid. 

Mr.  Meyer.  Is  there  any  difference  of  opinion  on  that  in  the  de- 
partment? Have  you  discussed  the  matter  with  the  Postmaster 
General? 

Mr.  Kerlin.  That  is  the  only  one  phase  that  the  Postmaster  Gen- 
eral authorized  me  to  speak  to  the  committee  on.  He  said  he  au- 
thorized me  to  say  to  the  committee  that  h^  was  not  averse  to  an  in- 
crease in  the  interest  rate. 

Mr.  Meyer.  Although  he  did  not  sav  as  to  what  rate  of  interest 
he  thought  should  be  paid? 

Mr.  Kerlin.  He  did  not.  He  said  that  would  require  considerable 
investigation  and  study,  and  that  he  was  not  prepared  to  answer  that 
question  at  the  present  time. 
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Mr.  Meyer.  I  think  in  his  letter  to  the  New  York  Herald,  in  which 
he  commented  on  Mr.  Hoover's  testimony,  he  intimated  that  it  would 
be  a  very  difficult  thing  to  bring  about.  Did  he  not  mention  that 
there  was  probability  ot  great  opposition  on  that  point  ? 

Mr.  Kerlin.  Yes,  sir;  and  that  apprehension  on  his  part  was 
based  on  the  difficulty  which  had  been  experienced  in  the  endeavors 
of  the  Post  Office  Department  heretofore  to  obtain  amendments  to 
the  organic  act. 

Mr.  Meyer.  Are  you  familiar  with  the  character  of  that  opposi- 
tion^ Mr.  Kerlin  ? 

Mr.  Kerlin.  I  am  not. 

Mr.  Meyer.  Or  the  source  of  it  ? 

Mr.  Kerlin.  I  am  not — only  through  hearsay. 

Mr.  Meyer.  Mr.  Chairman,  may  we  interruj)t  at  this  pointy  on 
account  of  Mr.  Fullaway  being  present,  to  ask  him  if  he  is  familiar 
with  the  opposition  to  raising  the  rate  of  interest? 

The  Chairman.  Yes. 

Mr.  Fullaway.  Yes ;  I  was  in  the  department  as  assistant  director 
of  the  Division  of  Postal  Savings 

Mr.  Meyer  (interposing).  For  seven  years? 

Mr.  FuLLAWAlr.  For  seven  years,  and  during  that  time  the  rates 
on  deposits  were  raised ' 

Mr.  Meyer  (interposing).  You  say  the  rates  were  raised? 

Mr.  Fullaway.  I  should  have  sai(i  that  the  amount  that  might  be 
deposited  was  raised. 

Mr.  Meyer.  The  limit  on  deposits? 

Mr.  Fullaway.  Yes. 

Mr.  Meyer.  Was  thefe  opposition  to  that? 

Mr.  Fullaway.  There  was  some  on  the  first  raise,  from  $500  to 
$1,000. 

Mr.  Meyer.  What  was  the  source  of  the  opposition,  so  far  as  you 
know? 

Mr.  Fullaway.  The  opposition  at  first  came  from  the  savings 
bank  committee  of  the  American  Bankers'  Association,  which  has 
or  had  a  standing  committee  on  postal  savings  bank  legislation. 
They  came  to  Washington  and  consulted  with  the  director  of  the  ^ 
system  and  talked  things  over,  and  from  that  time  on  theii*  opposi- 
tion was  not  so  marked.  They  were  not  opposed  to  it,  yet  they  did 
not  exactly  favor  it.  On  the  second  increase,  from  $1,000  to  $2,500, 
which  came  during  the  war  times,  there  was  no  opposition  to  that. 

Mr.  Meyer.  'So  all  the  opposition  to  the  original  bill  or  to  any 
subsequent  amendments  to  the  bill  allowing  larger  deposits,  etc., 
emanated  from  the  savings  banks  of  the  country  or  their  organi- 
zations? 

Mr.  Fui.LAWAY.  The  savings  bank  committee  of  the  American 
Bankers'  Association,  and  I  would  refer  the  committee  to  the  report 
of  the  committee  on  postal  savings  legislation,  which  is  a  part  of  the 
proceedings  of  the  American  Bankers'  Association,  I  think,  in  1916. 
Their  views  on  the  subject  are  outlined  in  full  in  that  report,  and 
that  will  speak  for  itseli. 

Mr.  Meyer.  Have  either  of  you  gentlemen  heard  of  any  opposition 
to  the  development  of  the  Irostal  Savings  System,  generally  and 
broadly,  outside  of  the  private-stock  and  mutual-savings  banks  and 
their  organizations? 
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Mr.  Kerlin.  I  have  not. 

Mr.  FuLLAWAY.  I  have  not,  sir. 

Mr.  Meyer.  So  that  all  the  opposition  in  the  past  has  been  from 
that  source? 

Mr.  FuLLAWAY.  Yes. 

Mr.  Meyer.  That  is,  to  its  expansion  and  extension  ? 

Mr.  FuLLAWAY.  Yes;  through  a  fear  that  the  extension  of  the 
Postal  Savings  System  would  draw  money  from  the  stock  and  mutual 
savings  banks.  It  was  on  that  fear  that  what  might  be  termed  their 
opposition  was  based. 

Mr.  Meyer.  I  see.  Mr.  Kerlin,  the  second  recommendation  I  made 
was  that  the  number  of  post  offices  now  authorized  to  accept  savings 
deposits  be  extended.  On  that  point,  before  you  discuss  it,  I  would 
like  to  say  that  I  understand  perfectly  that  a  number  of  offices  were 
closed  on  account  of  inadequate  business  in  the  offices  to  justify  main- 
taining them ;  but  with  a  higher  rate,  which  you  and  the  department 
agree  upon  and  with  the  payment  of  interest,  which  is  another  one 
ox  the  recommendadtions,  for  periods  of  less  than  a  year,  do  you  not 
think  it  would  be  possible 'to  extend  the  number  of  offices  very  radi- 
cally in  connection  with  increased  busine&s? 

Mr.  Kerlin.  I  think  it  would  be  possible  under  those  circum- 
stances. 

Mr.  Meyer.  Well,  of  course,  those  were  the  circumstances  I  had  in 
mind. 

Mr.  Kerlin.  Those  are  the  only  circumstances  under  which  I 
would  advocate  an  extension  of  the  system. 

Mr.  Meyer.  I  did  not  put  it  on  the  basis  of  a  criticism  of  the  clos- 
ing of  offices  in  the  past,  because,  under  the  present  rate  of  interest, 
and  with  the  onerous  regulations,  I  can  see  how  there  might  not  be 
any  business;  and,  in  fact,  I  think  it  is  surprising  that  there  is  as 
much  business  as  there  is;  but  with  proper  regulations  and  a  fair 
rate,  it  would  be  practicable,  from  a  business  point  of  view,  to  extend 
the  number  of  offices,  would  it  not? 

Mr.  Kerlin.  I  think  it  would ;  but  I  do  not  think  it  would  be  pos- 
sible to  extend  the  Postal  Savings  System  to  25,000  post  offices. 

Mr.  Meyer.  Out  of  the  55,000  ? 

Mr.  Kerlin.  No. 

Mr.  Meyer.  Are  not  45,000  of  them  now  doing  a  money-order  busi- 
ness? 

Mr.  JKerlin.  Yes ;  in  that  neighborhood ;  but  there  are  about  25,000 
post  offices  where  the  postmaster  receives  less  than  $200  compensa- 
tion. That  means  that  the  amount  of  business  which  he  transacts 
during  a  year  does  not  bring  in  as  revenue  $200 ;  and  those  postmas- 
ters are  not  equipped  mentally  to  transact  the  savings  business. 

Mr.  Meyer.  Do  you  think  they  would  total  25,000  in  number  ? 

Mr.  Kerlin.  I  have  the  figures  here. 

Mr.  Meyer.  Then,  you  do  think  that  25,000  might  conceivably  be 
authorized  to  handle  postal-savings  deposits,  as  a  business  proposi- 
tion, if  it  were  developed? 

Mr.  Kerlin.  Yes;  I  do. 

The  Chairman.  I  have  forgotten  the  number  that  handle  postal 
savings  now.    What  is  it? 
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Mr.  Kerlin.  Around  6JCKX)  now.  I  can  give  you  the  exact  figures 
in  just  a  few  moments.  There  are  6,314  post  omces  and  branch  sta- 
tions handling  postal  saving  at  the  present  time. 

The  Chairman.  I  have  forgotten  also  how  that  thing  has  worked 
out  in  New  York  City.  Do  I  understand  that  all  of  these  branch 
stations  in  New  York  City  have  postal  savings  facilities  ? 

Mr.  Kerlin.  Yes ;  practically  all  of  the  branch  stations. 

Mr.  Meyer.  Mr.  Kerlin,  in  the  money-order  business  the  post- 
master gets  compensation  on  what  basis  ? 

Mr.  Kerlin.  In  the  money-order  business,  in  the  third  and  fourth 
class  post  offices,  he  gets  3  cents  for  each  money  order  issued. 

Mr.  Meyer.  So  that  some  of  these  people,  above  the  25,000  that 
you  have  in  mind,  who  would  obviously  be  able  to  take  care  of  the 
business,  as  a  matter  of  course,  because  they  are  handling  the  money- 
order  business  now  satisfactorily,  would  be  able  to  handle  postal 
savings  deposits  if  a  reasonable  basis  of  compensation  for  that  work 
could  be  devised  ? 

Mr.  Kerlin.  Yes;  I  believe  that  is  true;  but  it  would  be  very 
difficult  of  management.  I  believe  when  the  Postal  Savings  Systeni 
was  first  inaugurated,  back  in  1911  and  1912,  there  was  a  provision 
in  the  law  that  postmasters  of  the  fourth  class  be  allowed  one^ 

?[uarter  of  1  per  cent  on  the  interest  paid  depositors;  but  that  was 
ound  to  be  so  impracticable 

Mr.  Meyer  (interposing).  So  insignificant? 

Mr.  Kerlin.  Yes;  so  insignificant  that  it  was  not  adopted,  or  not 
put  into  operation ;  and  no  postmaster  was  paid  under  that  law,  which 
was  repealed. 

Mr.  Meyer.  You  recognize,  however,  that  in  the  meantime  there 
has  been  a  radical  change  in  conditions  and  that  many  communities 
that  had  no  money  to  deposit  in  those  days  now  have  very  consid- 
erable sums? 

Mr.  Kerlin.  Yes;  but  there  is  another  feature  there  that  must  be 
taken  into  consideration,  and  that  is  at  the  present  time  our  deposits 
do  not  come  from  the  smaller  offices ;  in  fact,  72  per  cent  of  the  de- 
posits now  are  in  cities  having  25  per  cent  of  the  population. 

Mr.  Meyer.  I  understand  that  thoroughly.  In  other  words,  the 
deposits  now  only  come  from  rather  untrusting  foreigners^-people 
not  educated  to  anything  else  ? 

Mr.  Kerlin.  Yes. 

ilr.  Meyer.  And,  of  course,  a  well-educated  American  laborer  will 
not  deposit  his  money  at  2  per  cent,  with  the  reflations  that  you 
now  have.  Let  us  try  to  keep  our  minds  distinguishing  between  the 
operation  of  a  system  with  an  inadequate  rate  of  interest  and  with 
onerous  regulations,  and  the  possibilities  of  a  system  with  a  reason- 
able rate  of  interest  and  with  proper  regulations. 

Mr.  Kerlin.  I  was  coming  to  that,  sir.  That  was  just  a  prelude 
to  the  statement  with  reference  to  the  people  who  patronize  or  who 
constitute  the  patrons  of  the  fourth-class  office.  A  fourth-class  office — 
one  of  the  25,000  which  I  mentioned — where  the  pay  of  the  post- 
master is  less  than  $180,  is  generally  located  at  a  cross  roads  in  a 
country  grocery  store.  It  is  a  convenience  to  the  farmers  in  the 
immediate  vicinity.  The  farmers  never  were— and  I  doubt  if  they 
ever  will  be — patrons  of  the  postal  savings  system,  for  various  rea- 
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sons.  One  is  that  a  farmer  desires  to  place  his  money  in  a  bank  or 
to  invest  it  in  farms  or  in  cattle.  If  he  places  it  in  a  national  bank 
or  a  State  bank,  he  is  afforded  the  opportunity  of  borrowing  money 
whenever  he  is  in  need  of  it.  He  is  personally  acquainted  with  the 
oflScers  of  those  banks  and  there  is  no  distrust  on  his  part,  and  he 
feels  that  he  can  go  there  and  get  a  loan  at  any  time  for  the  purpose 
of  moving  his  grain,  for  his  crops,  or  making  any  investment  that 
he  may  want,  which  he  can  not  do  in  a  post  office. 

Mr.  Meyer.  But  their  wives  and  children  might  be  able  to  save 
some  money,  that  they  would  not  want  to  put  into  a  bank,  for  the 
purpose  of  using  it  as  a  basis  for  credit  or  business  ? 

Mr.  Kjerlin.  I  think  you  will  find  that  the  farmer  would  sway  the 
decision  with  respect  to  the  place  of  deposit  for  his  family. 

Mr.  Meyer.  I  have  taken  the  matter  up  with  some  oi  the  farmer 
organizations,  and  they  point  with  pride  to  tlie  postal  savings  system 
as  one  of  the  things  that  they  have  helped  to  bring  about.  The 
National  Grange  was  on  record  as  strongly  advocating  the  establish- 
ment of  it,  in  the  first  place,  and  all  the  people  with  whom  I  have 
discussed  the  subject,  in  those  organizations,  are  strongly  in  favor 
of  its  expansion  now.  I  hardly  think  that  they  would  be  so  much 
interested  in  it  if  it  were  of  no  use  to  them  ? 

Mr.  Kerlin.  You  will  find  in  the  rural  districts  that  they  do  not 
patronize  it  and  never  did. 

Mr.  Meyer.  Of  course  they  do  not,  with  a  2  per  cent  rate  of  in- 
terest and  with  the  regulations  that  you  now  have. 

Mr.  Kerun.  Well,  2  per  cent  in  1912  and  1913  was  a  fair  rate  of 
interest? 

Mr.  Meyer.  No  ;  it  never  was  a  fair  rate  of  interest.  There  never 
was  a  time  when  2  per  cent  was  a  fair  rate  of  interest. 

Mr.  Keri.in.  Well,  with  the  absolute  security  of  the  Government 
behind  it,  I  do  not  loiow.  Then,  furthermore,  if  you  put  the  Postal 
Savings  System  into  those  small  offices  you  have  got  to  take  into 
consideration  that  postal  savings  deposits  are  withdrawable  on  de- 
mand, and  that  there  arc  absolutely  no  facilities  in  those  small 
fourth-class  offices  for  the  j^rotection  of  funds,  and  they  would  have 
no  funds  on  hand  out  of  which  to  pay  those  withdrawals,  because 
their  revenue  which  they  take  in  in  a  whole  year  is  only  about  $200. 

Mr.  MEYf^R.  And  their  deposits  would  also  be  very  small,  so  that 
while  their  business  is  small  their  requirements  would  be  small  as 
well. 

Mr.  Kerlin.  But  they  could  not  keep  those  deposits  in  those  offices. 

Mr.  MiiYER.  Of  course,  I  understand  that ;  but  I  asked  Mr.  Fulla- 
way,  when  he  was  testifying  here,  if  at  any  time  in  the  seven  years 
that  he  was  assistant  director  there  had  been  any  difficulty  in  get- 
ting funds  from  the  central  depositing  points  to  the  points  at  which 
withdrawals  were  made,  and  i  believe  you  testified,  Mr.  FuUaway, 
that  there  never  had  been  any  difficultv  in  that  direction  ? 

Mr.  FuLLAWAY.  I  said,  "  no,"  and  then  I  might  amplify  that  state- 
ment by  saying  that  during  the  time  that  the  war-savings  stamps 
were  on  sale  they  were  financed  through  the  central  accounting  post- 
master, which  means  that  the  accounting  system  of  the  Post  Office 
Department  is  now  based  upon  having  one  postmaster  in  each  county 
who   is  known  as  the  central  accounting  postmaster.     The   other 
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offices  are  known  as  nonaccountinp  offices;  so  that  any  money  com- 
ing into  the  very  small  post  office  was  remittesd  to  the  main  office 
in  the  county,  and  any  ^withdrawals  that  were  made  were  paid  with 
funds  obtained  from  the  same  source  through  a  day  or  so  delay. 
In  that  way  the  thing  was  financed. 

Mr.  Meyer.  A  withdrawal  on  demand  might  involve,  in  the  worst 
case — in  other  words,  you  think,  Mr.  FuUaAvay,  from  your  long  ex- 
perience, a  delay  of  one  or  two  days  at  most? 

Mr.  FuLLAWAY.  Yes;  and  the  law  says  that  the  board  of  trustees 
shall  repay  on  demand,  under  such  rules  and  regulations  as  they  may 
prescribe. 

Mr.  Meyer.  So  j'ou  see  no  difficulty,  from  your  point  of  view,  in 
having  sufficient  fund^  sent  to  a  point  where  there  is  a  withdrawal, 
though  a  large  supply  of  funds  is  not  kept  in  every  small  office? 

Mr.  FuLLAWAY.  Absolutely  not. 

Mr.  Meyer.  Do  you  not  think  that  is  the  practical  way  of  dealing 
with  that  matter? 

Mr.  Kjermn.  To  a  certain  extent,  but  I  do  not  believe  that  you  will 
have  the  same  conditions  prevailing  at  these  small  offices;  that  is  all. 

Mr.  Meyer.  Well,  that  would  be  a  matter  which,  in  an  expanding 
system,  might  be  changed ;  that  is,  if  a  relatively  larger  business  were 
developed  m  some  of  these  smaller  places  on  postal  savings  than  has 
been  developed  in  the  ordinary  course  of  the  mail  and  money-order 
business,  you  might  be  able,  by  paying  a  little  more  money,  which 
the  business  would  warrant,  to  get  a  little  better  man  for  the  job; 
so  that  it  is  not  possible  to  judge  the  future  entirely  by  the  experi- 
ence of  the  past,  because  we  are  looking  forward  to  entirely  different 
conditions  in  the  future ;  is  not  that  so  ? 

Mr.  Kerlin.  Yes ;  I  agree  with  you  on  that.  I  do  not  know  what 
the  developments  will  be,  however,  from  year  to  year.  I  might  say, 
in  connection  with  these  fourth-class  offices,  that  the  regulations  now 
provide  that  an  account  may  be  opened  by  mail  from  any  fourth- 
class  office. 

Mr.  Meyer.  So  that  you  have  already  the  machinery  for  expansion 
along  lines  which  are  mechanically  practicable  if  the  business  were 
to  develop  under  a  higher  rate  of  interest  and  more  reasonable  regu- 
lations? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  I  think,  Senator,  it  is  clear  that  a  number  of  post  offices 
should  be  extended,  and  would  have  to  be  extended,  with  a  higher 
rate  of  interest  and  more  reasonable  regulations.  My  second  recom- 
mendation refers  to  the  extension  of  the  number  of  post  offices.  My 
third  recommendation  suggests  a  change  in  the  regulation  governing 
the  payment  of  interest,  a  regulation  which  I  see,  from  the  Post- 
master (Jeneral's  letter,  is  made  compulsory  by  the  law  as  it  now 
stands  on  the  books,  that  no  interest  can  be  paid  on  deposits  of  less 
than  one  year,  or  for  part  of  a  year,  and  that  that  was  the  opinion  of 
the  Attorney  (ieneral  who  was  in  office  at  the  time.  Of  course,  I 
recommend  a  change  in  that  regulation,  or  if  it  involves  a  change  in 
the  law,  then  a  change  in  the  law.  What  is  your  opinion  on  that 
subject,  Mr.  Kerlin? 

Mr.  Kerltn.  I  feel  that  there  would  not  be  any  accounting  reason 
why  you  could  not  pay  interest  semiannually. 
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Mr.  Meyer.  Certainly  there  is  no  justice  in  depriving  people  of 
their  interest  if  their  money  is  in  there  11  months  and  29  days,  for 
instance? 

Mr.  Keblin.  I  do  not  exactly  like  the  word  "  justice." 

Mr.  Meyer.  Well,  business  justice  I  am  talking  about. 

Mr.  Keblin.  Yes ;  I  agree  with  you  on  that. 

Mr.  Meyer.  Have  you  discussed  that  point  with  the  Postmaster 
General? 

Mr.  Keblin.  No,  sir ;  I  have  not. 

Mr.  Meyer.  But  your  opinion  confirms  that? 

Mr.  EIerlin.  It  can  be  done  all  right ;  yes. 

Mr.  Meyer.  How  is  that? 

Mr.  Kerun.  I  say  it  can  be  done  all  right. 

Mr.  Meyer.  I  see.  Now,  the  investment  of  funds  which  are  de- 
rived from  deposits,  and  that  would  be  derived  on  a  larger  scale,  is 
not  particularly  a  matter  with  which  you  have  concerned  yourself? 

Mr.  Kerun.  I  would  like  to  say  this,  however,  you  have  got  to 
maintain  liquid  those  funds,  so  that  you  can  make  payments. 

Mr.  Meyer.  Yes. 

Mr.  Kerlin.  Now,  I  might  say — I  am  not  an  authority  on  this 
point,  but  I  have  heard  from  reliable  sources  that  in  England  some 
of  the  postal  savings  funds  were  deposited  or  invested  in  Govern- 
ment securities,  at  the  time  those  securities  were  issued  by  the  English 
Government.  There  was  a  falling  off  in  the  market  value  of  niose 
securities  and  a  demand  for  the  withdrawal  of  deposits,  and  as  a 
result  the  postal  savings  suffered  a  loss. 

Mr.  Meyer.  Of  course,  unsound  banking  can  be  practiced  in  any- 
thing ;  but  there  are  ways  to  invest  funds  m  a  liquid  form,  to  a  very 
great  extent,  without  having  them  merely  on  deposit  in  other  banks? 

Mr.  Kermn.  Yes. 

Mr.  Meyer.  In  other  words.  Treasury  certificates — there  is  an  issue 
payable  on  the  16th  of  September,  there  is  another  issue  payable  on 
the  16th  of  October,  another  issue  payable  on  the  15th  of  November, 
and  another  issue  payable  on  the  15th  of  December  of  this  year.  You 
would  consider  that  very  liquid,  would  you  not? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  So  that  that  is  one  of  the  ways  in  which  we  could  in- 
vest postal  savings  deposits? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  On  the  fifth  point  I  suggested  to  the  committee  the 
propriety  and  advantage  oi  giving  pcitmasters  credit  for  postal 
savings  business  in  determining  the  rating  on  which  their  compensa- 
tion is  based.    Have  you  any  views  on  that? 

Mr.  Kerlin.  I  mentioned  a  short  time  ago  that  there  was  a  pro- 
vision in  the  organic  act  for  that  as  regards  fourth-class  postmasters. 
I  think  at  that  time  on  a  few  accounts  it  was  estimated  that  the  pay 
which  the  fourth-class  postmaster  would  receive  would  be  approxi- 
mately 27  cents,  and  there  were  thousands  of  reports  submittea  to  the 
department  in  which  there  would  be  no  payment  to  fourth-class  post- 
masters, and  it  would  cost  quite  a  sum  of  money  merely  to  ex- 
amine and  audit  those  accounts.  In  other  words,  it  would  be  far  more 
expensive  to  the  Post  Office  Department 

Mr.  Meyer  (interposing).  Under  present  conditions? 

Mr.  Kerlin.  Yes. 
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Mr.  Meyer.  But  with  an  enlarged  business  it  might  be  entirely 
different? 

Mr.  Kerlin.  It  might  be ;  yes.  I  notice  you  do  not  refer  specifi- 
cally to  fourth-class  offices,  but  I  would  not  advocate,  under  any 
conditions,  that  there  be  any  increase  in  pay  to  presidential  post- 
masters. 

Mr.  Meyer.  I  did  not  mention  that,  because  I  understand  their 
pay  is  fixed  now? 

Mr.  Kerlin.  Yes.  Well,  the  fourth-class  postmaster's  pay  is  fixed^ 
too,  on  a  percentage  basis. 

Mr.  Meyer.  Nevertheless,  it  is  not  fixed,  because  it  fluctuates  with 
the  amount  of  business  in  the  office? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  And  certainly  I  think  that  postal  savings  business 
should  be  counted  as  part  of  the  basis  of  compensation.  Do  you 
agree  on  that? 

Mr.  Kerlin.  Yes. 

Mr.  Miller.  Have  you  any  idea  as  to  the  amount  it  is  costing  the 
Government  to  maintain  the  savings-stamp  business? 

Mr.  Kerlin.  The  war  savings? 

Mr.  Miller.  Yes. 

Mr.  Kerlin.  No,  sir;  I  have  not. 

Mr.  Meyer.  What  did  you  say,  Mr.  Miller? 

Mr.  Miller.  I  inquired  as  to  the  expense  of  maintaining  the  war- 
savings  stamp  business. 

Mr.  Meyer.  The  Director  of  Savings,  of  the  Treasury  Depart- 
ment, told  me  they  were  spending  about  a  million  dollars  a  year. 
Mr.  Kerlin,  if  you  had  had  a  million  dollars  a  year  to  spend  in 
stimulating  the  JPostal  Savings  System,  vou  would  have  been  able  to 
accomplish  a  great  deal,  would  you  not? 

Mr.  Kerlin.  We  certainly  would.  We  have  had  no  funds  for 
publicity  whatever. 

Mr.  Meyer.  If  you  had  had  fundSj  in  a  reasonable  way,  at  your 
disposal  to  stimulate  the  thrift  activities  of  the  people,  would  you 
have  been  able  to  increase  your  deposits? 

Mr.  Kerlin.  Yes,  sir;  we  would. 

Mr.  Meyer.  What  leads  you  to  think  so? 

Mr.  Kerlin.  Because  thej  have  occasionally  in  the  past  made  a 
limited  campaign,  by  the  distribution  of  circmars  whicn  have  been 

Erinted  in  the  Government  Printing  Office  at  Washington,  and  there 
as  been  a  distribution  of  those  circulars  through  the  money-order 
window  when  applications  were  received  for  international  money 
orders,  indicating  that  the  remitter  was  sending  his  money  to  the 
old  country;  they  would  be  handed  out  a  circular,  printed  in  the 
appropriate  language,  bringing  to  the  attention  or  that  foreigner 
the  Postal  Savings  System.  There  has  been  distributed  to  houses 
in  the  foreign  communities  or  colonies  in  some  of  the  cities  litera- 
ture printed  in  f orei^  languages,  and  the  postal  savings  deposits 
have  mcreased  following  that  distribution ;  so  it  is  quite  certain  that 
if  there  were  any  great  degree  of  publicity,  or  even  a  fair  degree  of 
publicity,  there  would  be  a  considerable  increase  in  the  postal 
savings. 

Mr.  FuLLAWAY.  I  rather  take  exception  to  the  statement  that  the 
Postal  Savings  System  had  no  funds  for  publicity.    They  had  an 


RECONSTRUCTION   AND  PRODUCTION.  737 

appropriation  the  first  year  of  $100,000,  and  I  think  that  was  con- 
tinued for  several  years  subsequently,  when  it  was  reduced  to  $75,000, 
and  I  believe  it  is  now  $25,000  or  $50,000. 

Mr.  Kerun.  Well,  that  is  not  used  for  printing? 

Mr.  FuLLAWAY.  I  beg  pardon ;  I  should  correct  you  there.  It  was. 
I  know  that  I  spent  the  money.  We  sent  out  millions  of  circulars,  in 
24  foreign  languages  and  in  English,  and  millions  of  postal  cards, 
all  of  which  was  paid  for  out  of  the  postal  savings  appropriation  and 
disseminated  through  the  agency  of  postmasters,  wno  reached  the 
officers  of  organizations  composed  of  forei^  people. 

Mr.  Kerlin.  But  you  did  not  do  that  withm  the  last  three  years? 

Mr.  FuLLA WAY.  On,  yes ;  but  not  during  the  war. 

Mr.  Kerun.  Well,  that  is  within  the  last  three  years. 

Mr.  FuLLAWAY.  No ;  not  during  our  participation  in  the  war. 

Mr.  Kerlin.  We  entered  the  war  in  tne  early  part  of  1917. 

Mr.  FuLLAWAY.  We  entered  into  no  competition  with  the  Treasury 
Department  during  the  war. 

Mr.  Meyer.  Of  course,  it  was  during  the  last  three  years,  perhaps, 
that  the  most  might  have  been  accomplished,  if  anytninff  had  been 
done  to  stimulate  it,  which  leads  one  to  the  inierence  that  Mr.  Kerlin 
has  in  mind,  that  if  something  were  done  a  great  deal  more  might  be 
accomplished. 

Mr.  Miller.  The  Government  is  spending  a  million  or  more  in  pro- 
moting these  thrift  stamps  and  other  savings  issues,  with  the  result 
that  the  returns  are  diminishing  ? 

Mr.  Meyer.  Yes ;  showing  the  impopularity  of  that  form  of  invest- 
ment. 

Mr.  Miller.  The  object  of  the  committee  is  to  increase  thrift. 

Mr.  Meyer.  Yes. 

Mr.  Miller.  And  therefore  I  want  to  draw  the  committee's  atten- 
tion to  the  fact  that  if  that  money  were  spent  in  this  direction  it 
would  promise  better  results. 

Mr.  Kerlin.  The  postal  savings  and  war  savings  stamps  in  a  vast 
majority  of  the  post  offices  are  handled  at  the  same  window;  and  in 
the  last  two  or  three  months  there  have  been  deposits  in  the  postal 
savings  of  from  twelve  to  fifteen  million  dollars,  while  the  sale  of 
war-savings  stamps,  practically  through  the  same  agency,  has  been 
around  three  or  four  million  dollars. 

Mr.  Meyer.  It  was  two  and  a  quarter  million  dollars  for  the  month 
jf  August. 

Mr.  Kerlin.  Well,  I  do  not  know  the  exact  figures. 

Mr.  Meyer.  And  for  the  month  of  July  about  the  same;  so  that 
your  judgment  is,  Mr.  Kerlin,  is  it  not,  that  the  postal  savings  de- 
posit is  a  more  popular  thing,  even  under  the  present  unfavorable 
rate  of  interest  and  the  onerous  regulations,  than  the  war  savings 
certificates  ? 

Mr.  Kerlin.  Yes,  si^;  but  I  do  not  think  the  department  can  very 
well  change  the  regulations. 

Mr.  Moter.  You  mean  that  they  are  obligatory,  by  law  ? 

Mr.  Ejerlin.  Yes. 

Mr.  Meyer.  We  have  been  cognizant  of  that. 

Mr.  K^ERLiN.  I  have  some  figures  here  which  might  be  of  interest 
to  the  committee.    We  took  from  representative  post  offices  5,500 
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accounts  and  had  those  accounts  analyzed  for  the  purpose  of  seeing 
how  many  of  them  were  paid  within  one  month  from  the  time  the 
deposit  was  made.  One  thousand  and  sixty- four  accounts,  or  20.67 
per  cent,  were  closed  inside  of  a  month.  I  can  give  you  those  figures 
for  six  months  and  for  a  year.  Now,  there  were  withdrawn  inside 
of  a  year  71.33  per  cent  of  those  accounts  which  were  opened ;  so  you 
see  that  the  deposits  we  have  received  have  not  been  made  with  the 
prime  object  of  receiving  interest. 

Mr.  Meyer.  Apparently  you  are  using  the  post  office  as  a  safe 
deposit  for  temporary  purposes  ? 

Mr.  Kerlin.  I  was  informed  by  the  postmaster  af  Boston  a  month 
ago  that  at  Revere  Beach  they  had  instances  where  people  would 
^o  there,  place  their  money  in  the  postal  savings  window,  go  in  bath- 
ing, and  upon  coming  out  from  bathing  withoraw  their  money  from 
the  postal  savings. 

Mr.  Meyer.  At  least  that  proves  that  they  regard  it  as  a  safe 
place. 

Mr.  Kjerlin.  Absolutely  safe,  yes;  but  we  used  the  word  in  some 
of  our  advertisements  in  Boston — that  the  postal  savings  was  the 
safest  and  best  depository.  The  banks  all  complained  bitterly  and 
asked  us  to  modify  the  word  "safest,"  as  it  was  injuring  their 
business. 

Mr.  Meyer.  Did  they  offer  you  any  evidence  to  prove  that  ? 

Mr.  Kerlin.  Well,  it  would  have  oeen  a  very  difficult  thing  to  find 
evidence  to  disprove  it  in  Boston  at  the  present  time,  because  there  is 
a  distrust,  whether  well  founded  or  not  I  am  not  in  position  to  say, 
of  all  savings  institutions,  due  to  the  fact  that  Ponzi  collapsed  in 
August  and  some  six  savings  banks  or  institutions  have  closed  their 
doors. 

Mr.  Meyer.  What  was  the  effect  of  that  on  the  postal  savings  de- 
posits in  Boston  ? 

Mr.  Kerlin.  The  effect  on  the  postal  savings  in  Boston,  following 
Ponzi's  collapse,  was  probably  brought  about  to  a  certain  extent 
through  a  campaign  which  we  started  there  by  writing  letters  to 
industries,  commercial  houses,  putting  up  placards  in  fraternity 
houses  of  foreigners,  and  distributing  circulars  in  foreign  colonies. 
That  raised  the  deposits  in  Boston  around  $600,000  in  the  month  of 
September,  and  since  the  middle  of  August,  I  would  say,  the  total 
increase  has  been  about  a  million  and  a  half  of  dollars ;  but  that  has 
been  reflected  by  withdrawals  from  the  banks. 

Mr.  Meyer.  In  your  opinion  is  it  not  true  that  the  money  would 
have  been  wtihdrawn  from  the  banks  anyway,  and  that  the  Postal 
Savings  System  has  received  money  which  otherwise  would  have 
been  hoarded,  on  account  of  fhe  same  conditions  that  caused  them  to 
withdraw  the  money  ? 

Mr.  KkRLiN.  A  majority  of  it  would  probably  have  been  with- 
drawn from  the  banks  anyhow ;  yes. 

Mr.  Meyer.  And  hoarded  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  So  you  served  a  useful  purpose  in  a  period  of  dis- 
tress by  restoring  to  circulation  coin  and  currency  that  in  any  event, 
would  have  been  withdrawn  from  the  banks  in  a  period  of  general 
distress  ? 
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Mr.  Kerlin.  Yes;  but  I  do  not  think  that  if  you  raise  the  interest 
rate  very  materially,  or,  we  will  say,  1  per  cent,  that  you  will  induce 
from  hoarding  or  from  hiding  places  more  than  $20,000,000  to 
$25,000,000. 

Mr.  Meyer.  Well,  that  is  only  an  opinion,  is  it  not  ? 

Mr.  Kerlin.  Yes;  it  is  an  opinion. 

Mr.  Meyer.  Upon  what  experience  do  you  base  that  opinion? 

Mr.  Kerlin.  I  base  that  opinion  upon  the  showing  which  we  have 
that  the  postal  savings  are  not  patronized  at  the  present  time  from 
the  standpoint  of  the  interest;  they  are  patronized  now  entirely 
from  a  security  standpoint.  I  do  not  believe  that  there  would  be  that 
much  money  brought  out  of  hiding. 

Mr.  Meyer.  Mr.  Kerlin,  I  think  that  is  a  very  debatable  point, 
and  I  doubt  very  much  if  anyone  of  us  is  competent  to  form  an 
opinion  on  it.  It  might  interest  you  to. know,  for  instance,  that  a 
gentleman  whom  I  met  the  other  day,  having  noticed  merely  in  the 
newspapers  the  discussion  of  the  desirability  of  depositing  money,  or 
rather  of  not  carrying  such  large  amounts  on  his  person  or  keeping 
it  in  his  home,  released  $600  as  a  result  of  that.  Now,  it  does  not  take 
many  $600  to  make  a  great  deal  of  money,  stretched  out  over  this 
country.  I  think  I  gave  a  figure  of  $25(),o6o,000  that  might  be  with- 
drawn from  personal  holding — I  do  not  mean  that  it  has  to  be 
hoarded  as  a  miser  hoards  his  money — and  I  think  that  is  a  very 
low  estimate.  Now,  you  think  $25,000,000  would  be  more  nearly  the 
figure? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  I  do  not  believe  either  of  us  could  tell  until  we  knew 
what  was  going  to  happen.  The  mere  fact  that  people  would  become 
interested  in  the  Postal  Savings  System  on  a  larger  scale  if  they 
would  once  open  an  account,  and  would  find  less  occasion  to  hold 
their  money,  would  operate  to  increase  the  deposits  a  great  deal,  I 
believe.  I  had  a  letter  from  a  place  in  Maine,  where  they  had  no 
bank  at  all  and  where  there  is  no  postal-savings  facilities,  and  where 
the  amounts  carried  about  by  the  people  were  reported  to  be  very  ex- 
traordinarily large  for  a  small  place.  I  think  that  undoubtedly 
some  of  that  kind  of  money  would  be  released. 

Mr.  Kerlin.  Do  you  not  believe,  Mr.  Meyer,  that  people  to-day 
are  carrying  naore  money  on  their  persons  than  they  did,  say,  five 
years  ago? 

Mr.  Meyer.  Oh,  yes ;  I  do. 

Mr.  Kerlin.  Even  the  common  workman? 

Mr.  Meyer.  Yes;  but  many  of  them  are  in  places  where  there  are 
no  banks  at  all. 

Mr.  Kerlin.  The  man  in  the  middle  walks  of  life  and  the  rich  man, 
they  all  carry  more  money  in  their  pockets  to-day  than  ever  before. 

Mr.  Meyer.  Yes ;  and  I  think  that  is  one  way  to  reduce  the  carry- 
ing of  money  in  the  pocket,  because  there  are  places  where  postal- 
savings  facilities  would  be  very  convenient,  where  there  are  no  other 
savings  facilities  at  all.  Mr.  I^uUoway  calls  my  attention  to  the  fact 
that  money  orders  in  one  year,  drawn  to  the  order  of  the  bearer, 
amounted  to  $8,000,000  alone,  and  that  is  a  very  extraordinary  way 
to  invest  money. 

Mr.  Kerlin.  What  year  was  that  ? 

Mr.  FuLLowAY.  1908. 


740  RECONSTRUCTION   AND  PRODUCTION. 

Mr.  Kerlin.  That  was  before  the  advent  of  the  Postal  Savings 
System  ? 

Mr.  Meyer.  The  Postal  Savings  System  has  not  advented  very 
much  yet,  Mr.  Kerlin.  We  want  to  make  it  advent.  The  condition 
that  you  called  attention  to  in  Boston  is  mentioned  in  President 
Roosevelt's  message  to  Congress  on  December  3,  1907,  just  after  the 
panic  of  1907,  in  which  he  commends  to  the  favorable  consideration 
of  Congress  the  Postal  Savings  Bank  System  as  recommended  by 
the  Postmaster  General.  He  goes  on  to  say  that  "  the  primary  object 
is  to  encourage  among  our  people  economy  and  thrift,  and  by  the  use 
of  postal  savings  to  give  them  an  opportunity  to  husband  their 
resources,  particularly  those  who  have  not  the  facilities  at  hand  for 
depositing  their  money  in  savings  banks." 

Then  he  goes  on  to  say,  "  Viewed,  however,  from  the  experience  of 
the  past  few  weeks,  it  is  evident  that  the  advantages  of  such  an  in- 
stitution are  still  more  far-reaching.  Timid  depositors  have  with- 
drawn their  savings  for  the  time  being  from  national  banks,  trust 
companies,  and  savings  banks;  individuals  have  hoarded  their  cash 
and  the  worlanen  their  earnings,  all  of  which  money  has  been  with- 
held and  kept  in  hiding,  in  the  safe-deposit  box,  to  the  detriment  of 
prosperity.  Through  the  agency  of  the  postal-savings  bank  such 
money  would  be  restored  to  the  channels  of  trade,  to  the  mutual  bene- 
fit of  capital  and  labor."  In  other  words,  the  condition  which  im- 
pelled him  to  make  a  recommendation  which  led  to  the  establishment 
of  the  system  repeats  itself  in  Boston  this  year? 

Mr.  Kerlin.   i  es. 

Mr.  Meyer.  A  wider  and  more  extensive  Postal  Savings  System 
would  serve  such  a  purpose  much  more  effectively  than  the  restricted 
institution  or  system  that  we  now  have,  would  it  not? 

Mr.  Kerlin.  The  President,  in  that  letter  there,  stated  that  it  was 
"  temporarily  withdrawn." 

Mr.  Meter.  Yes ;  that  is,  withdrawn  from  any  depository  at  all. 

Mr.  Kerlin.  Of  course  that  has  an  effect  upon  those  savings  banks, 
to  temporarily  withdraw  it. 

Mr.  Meyer.  But  as  you  stated  yourself  the  money  would  be  with- 
drawn anyway  from  the  savings  banks  in  periods  oi  distress? 

Mr.  Kerlin.  It  would ;  but  it  would  find  its  way  back  again. 

Mr.  Meyer.  But  if  it  is  kept  in  hiding  for  several  months  it  is  a 
very  serious  drain  on  the  currency  of  the  country;  whereas  if  it  is 
restored  to  circulation  through  the  medium  of  a  well-developed  Pos- 
tal Savings  System  it  would  not  be  a  detriment? 

Mr.  Kerlin.  No;  but  I  venture  the  suggestion  that  if  the  deposi- 
tors in  savings  banks  in  Boston  had  not  become  apprehensive  of  the 
safety  of  their  money  and  withdrawn  it  from  those  banks  there 
would  not  have  been  six  banks  close  their  doors. 

Mr.  Meyer.  The  existence  of  the  Postal  Savings  System  did  not 
cause  their  apprehension,  however? 

Mr.  Kerlin.  Not  by  anv  means. 

SJ[r.  Meyer.  They  became  apprehensive  because  one  or  two  institu- 
tions were  closed  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  And  because,  perhaps,  upon  inquiry,  they  thought 
their  apprehensions  were  warranted? 
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Mr.  Kerlik.  Yes. 

Mr.  Meyer.  The  banking  department  of  the  State  of  Massachu- 
setts closed  those  institutions,  not  on  account  of  the  apprehensions 
of  depositors,  but  on  account  of  the  conditions  of  those  banks;  is 
not  that  right? 

Mr.  Kerlin.  It  is. 

Mr.  Mfter.  Therefore,  how  has  the  Postal  Savings  System  any- 
thing to  do  with  it  except  that  it  serves  as  a  safe  place  to  keep  the 
monejr  of  those  depositors  who  determined  to  withdraw  it  because 
of  their  apprehension  of  the  safety  of  other  institutions? 

Mr.  Kerltn.  Well,  probably  none;  but  the  money  has  come  out 
of  those  savings  banks. 

Mr.  Meyer.  Well,  it  would  have  come  out  anyway,  you  agree? 

Mr.  Kermn.  I  agree  that  the  majority  of  it  would  have  come  out 
anvhow ;  yes.    There  is  no  question  about  that. 

Mr.  Meyer.  Then,  I  do  not  think  there  is  anything  more  to  the 
point,  is  there,  Mr.  Kerlin? 

Mr.  Kerlin.  Well,  it  seems  to  me  as  if  you  are  encroaching  upon, 
if  you  are  not  entering,  the  domain  of  legitimate  private  enterprise 
when  you  go  too  far  with  the  Government  savings  bank. 

Mr.  Meyer.  Do  you  think  it  is  encroaching  on  anybody  to  offer 
people  who  are  worried  about  their  savings  a  place  where  they  can 
feel  perfectly  safe,  where  otherwise  they  would  simply  withdraw 
the  money  and  hoard  it? 

Mr.  Kerlin.  No  ;  I  do  not. 

Mr.  Meyer.  Well,  that  is  all  that  has  happened,  according  to 
your  statement  and  mine,  so  that  there  is  no  encroachment  after  all. 
Nobody  is  urging  that  it  is  an  encroachment. 

The  Chairman.  Mr.  Kerlin,  do  you  think  there  was  much  with- 
drawal from  the  postal  savings  funds  on  the  part  of  foreigners  to 
buy  Liberty  bonds  during  the  war? 

Mr.  Kerlin.  Yes,  sir;  there  was;  that  was  reflected  in  the  with- 
drawal— we  have  statements  from  the  postmasters  showing  that.  I 
was  assistant  postmaster  at  Washington  at  that  time,  and  the  postal 
savings  came  under  my  supervision,  and  the  sale  of  Liberty  bonds 
was  conducted  under  my  supervision.  We  had  many, a  case  where  a 
foreigner  would  withdraw  his  postal  savings  funds  and  invest  them 
in  Liberty  bonds. 

Mr.  Meyer.  That  is  a  good  thing,  of  course,  but  what  does  it 
prove  ? 

The  Chairman.  I  was  just  wondering  to  what  extent  that  existed. 
To  quite  an  extent,  was  it? 

Mr.  Kerlin.  We  could  not  say  to  what  extent  it  existed,  Mr.  Calder. 
'  The  Chairman.  Have  you  had  any  expression  of  opinion  from  for- 
eigners on  the  fact  that  the  sale  value  of  their  Liberty  bonds  has  gone 
down? 

Mr.  Kerlin.  No  ;  that  would  not,  naturally,  come  to  us. 

The  Chairman.  Do  you  know  whether  or  not  they  have  thrown 
them  on  the  market  when  they  have  found  they  have  depreciated  in 
value? 

Mr.  Ejerlin.  I  do  not. 

The  Chairman.  It  is  a  fact  that  in  these  recent  months  the  for- 
eigner who  has  been  depositing  in  your  Postal  Savings  System,  and, 
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in  fact,  your  depositors  generally,  have  deposited  in  the  postal  sav- 
ings rather  than  buying  tne  war  savings  stamps? 

Mr.  Kerlin.  Yes.  1  may  say  this,  that  I  do  not  think  the  postal 
savings  is  patronized  by  exactly  the  same  class  of  people  as  the  war 
savings.  I  think  the  war  savings  attract  a  little  dinerent  class  of 
investors.  The  postal  savings  get  more  from  the  laboring  people — 
the  wage  earners. 

Mr.  SIeyer.  Mr.  Fullaway,  you  left  the  department  in  February  ? 

Mr.  Fullaway.  Yes. 

Mr.  Meyer,  You  were  in  close  contact  with  its  operation.  Let  me 
ask  you  how  much  do  you  estimate,  if  you  have  any  estimate  in  your 
mind,  was  invested  in  Liberty  bonds  that  was  withdrawn  from  postal 
savings  ? 

Mr.  Fullaway.  Withdrawn  from  postal  savings? 

Mr.  Meyer.  Yes. 

Mr.  Fullaway.  There  was  some,  but  after  the  intensive  drives 
were  over,  the  money  very  largely  came  back. 

Mr.  Meyer.  I  see. 

Mr.  Fullaway.  I  think  I  stated  that  in  my  testimony  formerly. 

Mr.  Meyer.  The  published  reports  of  the  "Postmaster  General  only 
cover  operations  up  to  June  30,  1919.  Have  you  any  figures  since 
then,  Mr.  Kerlin  ?  ^ 

Mr.  "Kerlin.  I  have  som6  figures  since  then ;  yes. 

Mr.  Meyer.  What  are  the  deposits  now  ? 

Mr.  Kerlin.  The  deposits  now  are  approximately  $159,000,000. 

Mr.  Meyer.  As  of  what  date  is  that? 

Mr.  Kerlin.  That  was  September  30. 

Mr.  Meyer.  And  have  you  any  record  of  the  profits  made  by  the 
department  from  the  operation  of  the  system  since  it  began? 

Mr.  Kerlin.  I  have,  up  to  June  30, 1919. 

Mr.  Meyer.  What  are  those  figures? 

Mr.  Kerlin.  The  total  profit  made  was  $4,057,000,  in  round  figures. 

Mr.  Meyer.  Is  that  net  profit,  after  deducting  losses  in  the  begin- 
ning ? 

Mr.  Kerlin.  Over  nine  years ;  yes. 

Mr.  Meyer.  What  were  the  total  gross  profits  before  deducting 
losses  or  expenses? 

Mr.  Kerlin.  I  will  have  to  make  a  computation  here.  It  was 
$3,300,000,  in  round  figures. 

Mr.  Meyer.  So  that  the  total  figures  of  the  profits  would  have  been 
in  the  neighborhood  of  seven  to  eight  million  dollars  ? 

Mr.  Kerlin.  Oh,  no.    Did  I  say  $3,300,000? 

Mr.  Meyer.  Yes. 

Mr.  Kerlin.  That  was  the  net  profit. 

Mr.  Meyer.  I  thought  you  said  the  net  profit  was  over  $4,000,000  ? 

Mr.  Kerlin.  Yes;  out  the  losses  were  very  small.  The  years  in 
which  losses  were  sustained  amounted  to  about  $700,000. 

Mr.  Meyer.  Then  the  gross  profit  was  $4,057,000,  and  the  losses 
about  $700,000,  and  the  net  profit  $3,300,000? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  What  was  the  net  profit  for  the  year  1919  ? 

Mr.  Kerlin.  The  net  profit  for  that  year  was  $1,616,000. 

Mr.  Meyer.  And  what  was  the  net  profit  for  the  year  1920,  ending 
June  30? 
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Mr.  Kerlin.  We  have  not  figured  that  up  yet. 

Mr.  Meyer.  You  have  not  figured  that  up  yet? 

Mr.  Kerlin.  No;  the  accounts  for  June  are  not  all  audited. 

Mr.  Meyer.  Have  you  an  estimate  of  that  ? 

Mr.  Kerlin.  No,  sir ;  I  have  not. 

Mr.  Meyer.  What  other  figures  have  you  brought  with  you  that 
you  think  would  be  interesting  to  the  committee,  A&.  Kerlin? 

Mr.  Kerlin.  I  might  make  one  further  statement  on  that  net 
profits.  That  does  not  include  any  expense  on  the  part  of  the  Treas- 
ury Department  in  auditing  Postal  Savings  accounts. 

Mr.  Meyer.  Any  expense  in  what? 

Mr.  Kerlin.  On  the  part  of  the  Treasury  Department  in  auditing 
the  postal  savings  accounts. 

Mr.  Meyer.  That  thev  have  to  do  anyway? 

Mr.  Kerlin.  Yes.  That  is  estimated  to  be  around  $75,000  to 
$100,000. 

Mr.  Meyer.  Now,  what  other  figures  have  you  brought  with  you 
that  you  think  would  be  interesting  to  the  committee? 

Mr.  Kerlin.  I  have  here  a  statement  of  comparative  deposits,  with- 
drawals, and  balances  by  years,  from  the  beginning  of  the  service. 

Mr.  Meyer.  Are  you  prepared  to  leave  those  with  us  as  exhibits? 

Mr.  Kerlin.  I  will  be  glad  to  leave  with  you  or  to  furnish  you  with 
anything  that  you  may  reguest. 

Mr.  Meyer.  Well,  I  think  some  of  these  reports  that  you  have 
would  be  interesting  for  the  record.  You  prepared  these  to  leave 
with  the  committee,  did  you  ? 

Mr.  Kerlin.  No;  I  just  prepared  this  as  a  matter  of  reference. 

Mr.  Meyer.  Well,  could  you  leave  these  here,  so  that  we  might 
have  for  the  record  such  items  as  may  seem  of  interest  to  the  com- 
mittee and  pertinent  to  this  inquiry? 

Mr.  Kerlin.  Yes.  There  are  one  or  two  memorandums  here  that  I 
would  like  to  withdraw,  because  I  do  not  think  they  are  of  any 
value  to  you. 

Mr.  Meyer.  I  will  take  very  good  care  of  thege,  and  return  them 
to  you. 

Mr.  Kerlin.  I  will  detach  some  of  these,  and  let  you  have  the  rest 
of  them. 

Mr.  Meyer.  Very  well. 

Mr.  Kerlin.  Now,  there  was  an  item  in  the  annual  report  for 
last  year  which  might  be  misconstrued,  and  that  is  the  listing  of 
offices  by  States,  transacting  postal  savings  business.  According  to 
the  report,  there  are  no  offices  at  which  no  business  was  transacted ; 
but  that  report — and  I  think  Mr.  Fullaway  will  bear  me  out — ^the 
offices  at  wnich  no  business  was  transacted  were  eliminated  by  the 
Government  print. 

Mr.  Fullaway.  No  ;  it  was  eliminated  at  the  request  of  Mr.  Keene, 
the  director. 

Mr.  Kerlin.  1  asked  Mr.  Keene,  and  he  said  he  did  not  know  any- 
thing about  it.  Anyhow,  it  was  eliminated  from  the  report.  There 
were  on  that  date  706  offices  at  which  no  business  was  shown. 

Mr.  Fullaway.  He  did  not  think  it  worth  while  to  include  that 
in  the  voluminous  reports. 

Mr.  Meyer.  Well,  that  is  not  a  very  essential  point. 
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Mr.  Kerlin.  No;  but  I  did  not  know  but  what  you  might  base 
some  conclusions  on  that  report,  and  I  did  not  want  to  mislead  you. 

Mr.  Meyer.  I  see.  What  other  information  have  you  brought, 
Mr.  Kerlin,  that  you  think  would  be  pertinent  to  the  inquiry  that 
the  committee  is  conducting? 

Mr.  Kbrlin.  I  have  some  figures  here  showing  the  additional 
amount  that  would  have  been  paid  to  depositors,  if  the  interest  bad. 
been  paid  quarterly  last  year. 

Mr.  Meyer.  That  would  be  very  interesting  indeed. 

Mr.  Kerlin.  Approximately  29  per  cent  increase  in  interest. 

Mr.  Meyer.  That  is  to  say,  that  the  disbursements  by  the  Post 
Office  Department  would  have  been  increased  29  per  cent? 

Mr.  Kerlin.  Yes,  sir. 

The  Chairman.  That  is,  that  the  depositors  would  have  received 
29  per  cent  more  interest  than  they  have  received? 

Mr.  Kerlin.  If  it  were  paid  quarterly. 

Mr.  Miller.  How  much  money  woula  that  be — the  total  figure  ? 

Mr.  Kerlin.  That  would  be  an  increase  of  $675,000,  or  a  total  in- 
terest of  $2,971,000. 

The  Chairman.  Since  the  organization  ? 

Mr.  Meyer.  No,  for  one  year,  Mr.  Chairman. 

Mr.  Kerlin.  For  the  year  ending  June  3D,  1919. 

Mr.  Miller.  So  that  the  depositors  lost  $600,000  by  withdrawing 
their  money  before  the  end  of  a  year,  over  and  above  what  they 
would  have  received  had  they  been  paid  quarterly  at  2  per  cent  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  What  was  the  revenue  received  by  the  Postal  Savings 
System  in  1919  ? 

Mr.  Miller.  May  I  add  to  that,  and  yet  in  that  year  you  say  the 
Postal  Savings  System  showed  a  profit  of  $1,600,000,  was  it? 

Mr.  Meyer.  Yes. 

Mr.  Miller.  Just  put  those  remarks  together. 

The  Chairman.  Just  pardon  me,  before  you  depart  from  that. 
The  interest  you  received  from  the  banks  in  which  you  deposited 
these  funds — is  that  estimated  or  figured  on  a  daily  balance? 

Mr.  Kerlin.  On  the  daily  balance ;  yes,  sir. 

The  Chairman.  So  that  the  Government's  interest  is  figured  on 
daily  balance  in  the  interest  that  they  obtain,  but  in  the  interest  that 
they  give  it  is  figured  on  a  yearly  balance  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  The  minimum  yearly  balance  ? 

Mr.  Kerlin.  Yes ;  only  what  remains  in  a  full  year. 

Mr.  FuLLAWAY.  And  on  the  average  daily  balances  in  the  banks  and 
compounded.  ^ 

Mr.  Meyer.  Compounded  how  often,  Mr.  Fullaway? 

Mr.  Fullaway.  Every  six  months. 

The  Chairman.  While  the  interest  credited  to  deposits  by  the 
Postal  Savings  System  is  not  compounded  ? 

Mr.  Fullaway.  No,  sir. 

Mr.  Meyer,  It  is  not  even  credited  to  the  account  at  the  end  of  the 
year  unless  he  withdraws  it  and  redeposits  it  ? 

Mr.  Kerlin.  That  is  true. 

Mr.  Meyer.  Whereas  in  a  savings  bank,  if  you  have  your  money 
there  at  the  end  of  the  year  the  interest  for  that  year  is  credited  to 
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your  account  automatically.    What  was  the  revenue  in  the  year  1919 
from  interest  on  deposits? 

Mr.  Keblin.  The  bank  interest  ? 

Mr.  Meyeb.  Yes. 

Mr.  Kerlin.  In  1919  it  was  $3,600,000. 

Mr.  Meter.  $3^500,000? 

Mr.  Keruk.  Yes. 

Mr.  Meter.  And  the  investment  interest? 

Mr.  Kerlin.  Bond  investment  interest,  $808,839. 

Mr.  Meter.  And  the  total  interest  $4,308,000? 

Mr.  Kerun.  Well,  $4,319,000,  rather. 

Mr.  Meter.  And  interest  disbursed,  or  interest  paid  to  depositors  ? 

Mr.  Kermn.  Was  $2,296,000. 

Mr.  Meter.  Leaving  a  profit  of  $2,023,000  ? 

Mr.  Kerlin.  My  figures  show  $2,022,000.  You  are  approximately 
right. 

Mr.  Meter.  For  the  year  1919  ? 

Mr.  Kerlin.  Yes. 

Mr.  FuLLAWAT.  From  that,  of  course,  was  deducted  the  expense  of 
administration  ? 

Mr.  Kerlin.  Yes. 

Mr.  FuLLAWAT.  Which  brought  it  down  to  the  profit  you  showed 
previously? 

Mr.  Kerlin.  Yes. 

Mr.  Meter.  How  much  was  the  expense  of  administration  charged 
to  the  account  of  the  Postal  Savings  System  ? 

Mr.  Kerlin.  The  total  expenses  of  the  Post  Office  Department  were 
$112,000,  and  for  the  Postal  Service,  $293,000,  making  a  grand  total 
of  $406,000.  We  have  an  expense  in  the  department  which  is  segre- 
gated from  the  expense  in  the  field. 

Mr.  Meter.  Then,  the  department  service  had  $112,000  of  expense? 

Mr.  Kerlin.  Yes. 

Mr.  Meter.  And  the  field  service  $293,000,  expense? 

Mr.  Kerlin.  Yes.  '^ 

Mr.  Meter.  A  total  of  $406,000? 

Mr.  Kerlin.  Yes. 

Mr.  Meter.  Which  you  deducted  from  $2,022,000  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meter.  Which  gives  $1,616,000  net? 

Mr.  Kerlin.  Yes. 

Mr.  Meter.  Is  there  anything  that  you  desire  to  ask  Mr.  Kerlin, 
Senator? 

The  Chairman.  No. 

Mr.  Meter.  Is  there  anything  further,  Mr.  Miller? 

Mr.  Miller.  Xo. 

Mr.  Meter.  With  your  permission.  Senator,  T  will  add  to  the 
record  any  of  the  exhibits  which  Mr.  Kerlin  may  leave. 

The  Chairman.  Yes. 

Mr.  Meter.  Those  are  very  interesting  figures.  Have  you  any 
other  exhibits  of  operation  that  you  think  would  be  of  interest  to  the 
committee  ? 

Mr.  Kerlin.  I  have  here  a  table  of  the  savings  banks  in  foreign 
coimtries — the  latest  available  figures. 
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Mr.  Meyer.  Very  well ;  I  will  see  if  that  is  a  matter  of  interest  to 
the  committee.  We  have  to  build  our  institutions  for  American  pur- 
poses, and  for  American  methods,  and,  while  those  are  interesting 
academically,  they  would  not  directly  influence  the  question.  Have 
you  those  figures  from  the  Department  of  Commerce  ? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  Well,  we  have  those  same  figures  already — from  the 
statistical  abstract? 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  I  have  already  submitted  the  interesting  part  of  those 
figures  to  the  committee.  Do  you  think  the  present  certificate  of  the 
Postal  Savings  System  is  a  practical  and  easy  method  of  handling  the 
business? 

Mr.  Kerlin.  I  do. 

Mr.  Meyer.  How  would  you  feel  on  the  question  as  to  whether  or 
not  a  passbook,  such  as  the  ordinary  savings  bank  uses,  would  be 
suited  to  the  Government's  requirements  in  comparison  with  the  pres- 
ent certificate? 

Mr.  Kerlin.  A  pass  book  would  be  a  very  expensive  method  of 
handling  the  service. 

Mr.  Meyer.  Do  you  think  the  present  method  is  economical  and 
easily  understood  and  satisfactory  ? 

Mr.  Kerlin.  I  do. 

Mr.  Meyer.  Have  you  had  any  difficulty  with  it? 

Mr.  Kjjrlin.  Not  cluring  my  term  as  Director  of  Postal  Savings ; 
there  has  been  no  difficulty  with  it. 

Mr.  Meyer.  Would  you  expect  that  if  the  system  were  expanded 
there  would  be  any  difficulties  which  are  not  now  apparent? 

Mr.  Kerlin.  No,  sir.  Let  me  say,  Mr.  Meyer,  that  the  Postmaster 
General  of  Japan  was  in  the  office  about  a  month  ago,  and  he  asked 
to  see  the  headquarters  force.  We  showed  him  our  force.  He  said 
that  was  not  what  he  wanted  to  see ;  that  he  wanted  to  see  the  force 
that  did  the  work  for  the  entire  service.  After  talking  with  him  for 
some  time  I  convinced  him  that  was  all  we  had.  He  then  informed 
me  that  they  had  the  pass-book  system  in  Japan,  and  that  they  had 
2,700  einployees  in  their  headquarters  office. 

Mr.  Meyer.  That  is  very  interesting  testimony,  Mr.  Kerlin. 

Mr.  Kerlin.  And  in  England  I  have  heard  that  they  have  4,000 
clerks  in  their  headquarters  office. 

Mr.  Meyer.  On  postal  savings  alone  ? 

Mr.  Kerlin.  Yes ;  and  thousands  of  ledgers. 

Mr.  Meyer.  I  merely  asked  you  that  because  it  has  been  suggested. 
Personally  I  quite  agree  that  the  present  method  is  satisfactory  to  the 
depositor  and  economical  and  efficient  for  the  administration  of  the 
system.  Would  you  anticipate  any  difficulties  in  an  enlarged  system 
which  are  now  nonexistent  in  the  smaller  system  ? 

Mr.  Kerlin.  I  would  not.  I  believe  that  the  same  fqrce  of  em- 
ployees could  handle  probably  a  service  half  again  as  large  as  at 
present. 

Mr.  Meyer.  Well,  of  course,  with  a  largely  expanded  system  it 
might  conceivably  require  additional  clerical  help.  That,  of  course, 
is  perfectly  natural. 

Mr.  Kerlin.  Oh,  yes;  but  it  would  not  be  in  proportion  to  the 
existing  force  and  the  amount  of  service  performed. 
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Mr.  Meyer.  In  other  words,  the  existing  force  is  economical  in 
administration,  but  with  an  enlarged  system  the  cost  of  operation 
would  be  even  less,  in  proportion  to  the  amount  of  money  on  deposit 
than  at  present? 

Mr.  Kerun.  Yes. 

Mr  Meyer.  So  that  even  the  present  small  operating  cost  would 
be  reduced  in  a  larger  system?    Of  course,  that  follows  precedent. 

Mr.  Kerlin.  Yes.  You  understand,  Mr.  Meyer,  that  we  can  not 
change  those  interest  rates? 

Mr.  Meyer.  Oh,  absolutely. 

Mr.  Kerlin.  Or  the  method  of  paying  interest? 

Mr.  Meyer.  Oh,  yes;  absolutely. 

Mr.  Kerlin.  Unless  there  is  some  legislative  enactment  ? 

Mr.  Meyer.  Yes.    That  is  what  we  want  to  give  the  department. 

Mr.  Kerlin.  Yes;  and  any  profit  accruing  to  the  Postal  Savings 
Service  has  been  through  the  operation  of  the  law,  and  the  for- 
feiture on  the  part  of  depositors  has  not  been 

Mr.  Meyer  (interposing).  Due  to  any  malevolence? 

Mr.  Kerlin.  Has  not  been  due  to  any  malevolence,  or  any  design- 
ing regulations  issued  by  the  Post  Office  Department. 

Mr.  Meyer.  I  think  that,  standing  as  "  regulations,"  it  is  unfortu- 
nate, because  regulations  are  supposed  to  be  rules  established  by  the 
department,  with  the  authority  over  the  department.  As  a  matter  of 
fact,  it  would  have  been  a  little  clearer  if  it  had  been  merely  stand- 
ing there  as  an  interpretation  of  the  law. 

Mr.  Kerlin.  It  would  be  clearer,  Mr.  Meyer,  if  the  word  "  law  " 
were  used  instead  of  "  regulation." 

Mr.  Meyer.  Yes,  exactly;  but  I  think  that  point  is  perfectly  under- 
stood and  well  establishecf,  and  simply  makes  a  case  of  the  law  neces- 
sary to  permit  the  change  in  the  method  of  paying  interest. 

Mr.  Kerlin.  Yes. 

Mr.  Meyer.  Mr.  Burleson's  letter  made  that  perfectly  clear. 

Mr.  Kerijn.  Now,  were  there  any  points  in  Mr.  Hoover's  statement 
that  Mr.  Burleson  did  not  make  clear? 

Mr.  Meyer.  Have  you  Mr.  Burleson's  statement  there? 

Mr.  Kerlin.  Yes.    [Handing  a  paper  to  Mr.  Meyer.] 

Mr.  Meyer.  Of  course,  Mr.  Burleson's  letter  did  not  cover  all  of 
Mr.  Hoover's  points,  nor  did  it  particularly  cover  his  representation, 
so  far  as  the  letter  did  deal  with  Mr.  Hoover's  testimony 

Mr.  Kerlin  (interposing).  In  what  respect  is  that,  Mr.  Meyer? 
Because  I  would  like  to  elucidate  on  any  points  that  are  not  clear. 

Mr.  Meyer.  Well,  Mr.  Burleson  starts  in  with  the  statement  that 
Mr.  Hoover's  testimony  appeared  to  belittle  the  activities  of  the  pres- 
ent administration.  There  was  nothing  in  Mr.  Hoover's  testimony  to 
warrant  that  statement.  There  was  a  headline  in  one  of  the  papers 
that  may  have  given  Mr.  Burleson  that  opinion,  but  it  was  not  in 
Mr.  Hoover's  testimony.  Mr.  Burleson's  letter  establishes  the  fact 
that  2  per  cent  can  not  be  paid  for  deposits  of  less  than  a  year,  or 
for  fractions  of  a  year,  under  the  present  law.  Mr.  Hoover  did  not 
criticize  the  conditions  on  that  point  as  a  matter  of  administration; 
he  criticized  it  as  a  matter  of  fact — whether  it  originated  in  the 
law  or  in  the  regulations,  not  within  the  power  of  the  administration 
was  not  touched  upon  by  him. 
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Mr.  Kerlin.  But,  standing  alone,  it  rather  created  the  impression 
that  the  profiteering  was  premeditated  on  the  part  of  the  Post  Office 
Department. 

Mr.  Meyer.  If  it  appeared  that  way  in  the  press,  it  did  not  appear 
that  way  in  the  testimony.  He  criticized  a  condition  of  affairs  and 
a  state  of  facts,  but  that  is  all.  Of  course,  Mr.  Burleson  says  that 
Mr.  Hoover's  charge  of  profiteering  is  groundless;  but  that  simply 
involves  an  interpretation  of  the  word  "  profiteering." 

The  fact  that  the  Government  is  making  $1,600,000  a  year  net  out 
of  the  system,  which  only  allows  interest  at  the  rate  of  2  per  cent  and 
which  only  gets  2^  per  cent  on  its  deposits,  seems  to  justifv  the  atti- 
tude that  the  Government  is  making  an  undue  profit  out  of  it.  Now^ 
whether  you  call  that  "  profiteering  "  or  something  else  is  merely  a 
matter  of  terms.  I  think  if  Mr.  Hoover  had  criticized  anything  in 
the  administration  end  of  it  he  might  have  criticized  the  fact  that 
changes  have  been  made  in  the  law,  recommended  by  the  administra- 
tion, but  that  there  has  been  no  reconmiendation,  so  far  as  I  know 
or  so  far  as  has  appeared,  to  change  the  law  on  that  point.  It  is 
true  that  the  law,  as  passed  in  1910,  made  the  conditions  which  now 
govern  the  regulation  of  the  system,  but  experience  since  1910  has 
certainly  shown  the  unfairness  of  the  law  and  the  regulations  which 
are  based  upon  it,  and  it  might  seem  reasonable  to  have  expected 
an  amendment  of  the  law  on  that  point. 

Mr.  Kerlin.  Well,  the  Postmaster  General  states  in  that  letter 
that  he  would  have  probably  recommended  an  amendment  of  the  law 
on  the  rate  of  interest  last  year,  had  it  not  been  for  the  fact  that  they 
did  not  care  to  obscure  or  reflect  upon  the  flotation  of  Government 
securities,  especially  the  war-savings  stamps,  at  that  time. 

Mr.  Meter.  I  think,  as  a  matter  of  fact,  that  neither  Mr.  Hoover 
nor  any  of  us  are  as  much  interested  in  the  past  as  we  are  in  the 
future.  What  we  want  to  do — and  I  am  sure  that  you  and  the  admin- 
istration agree  it  should  be  done — is  to  make  out  of  the  Postal  Sav- 
ings System  the  most  useful  and  helpful  kind  of  an  organization  that 
we  can.  We  are  all  agreed  that  there  are  radical  deficiencies  in  the  ex- 
isting law,  and  the  regulations  based  upon  that  law,  and  that  some- 
thing must  be  done  at  the  next  session  of  Congress  to  remedy  those 
defects  in  the  existing  law.  You  have  agreed  substantially  on  the 
recommendations  that  I  made.  You  disagree  on  the  amount  of  money 
that  might  be  obtained  on  deposit — I  mean,  from  coin  and  currency 
being  carried  by  people  or  being  hoarded.  That  is,  however,  a  matter 
of  opinion,  and  a  system  with  improved  regulations  and  an  amended 
law  would  soon  prove  whether  the  deposits  would  be  forthcoming,  or 
whether  they  would  not.  You  feel  that  an  active  program  should  be 
undertaken  to  obtain  deposits  from  people,  without  competing  with 
the  banks — especially  in  places  where  there  are  no  banks.  I  was  just 
going  to  say  that  we  all  agree  on  that.  No  one  can  tell,  with  accuracy, 
what  will  develop. 

Now,  there  is  one  point  on  which  I  would  like  to  have  your  opin- 
ion, and  that  is  whether  or  not  it  is  advisable  for  the  Government 
to  concentrate  in  its  savings  activities — whether  viewed  from  the 
investor's  point  of  view  or  the  Government's — on  one  form  of  sav- 
ing, so  far  as  thrift  is  concerned  ?  In  other  words,  is  it  not  inadvisable 
to  conduct  war-savings  certificate  sales  at  the  same  time  that  postal- 
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savings  deposits  are  being  taken,  provided  the  postal  deposit  rate  of 
interest  were  brought  to  a  reasonable  level,  and  the  regulations 
amended  in  a  way  to  make  them  practical  and  fair? 

Mr.  Kerlin.  Inat  is  what  I  started  to  say  just  a  moment  ago. 

Mr.  Meter.  I  see; 

Mr.  Kerlin.  That  it  does  not  seem  economical  to  sell  war-savings 
stamps  and  postal  savings  over  the  same  window,  one  in  competition 
with  the  other. 

Mr.  Meter.  Of  course,  you  would  not  say  that  when  the  war-sav- 
ings stamps  are  pajing  4  per  cent,  and  the  postal  savings  2 ;  but  if 
the  postal-savings  interes't  were  increased  it  would  become  unwise  to 
continue  war-savings  certificates.  Now,  as  between  the  two  forms, 
which  do  you  think  is  the  more  appropriate  method  of  enlisting  the 
thrift  activities  of  the  people  of  small  means? 

Mr.  Kerlin.  The  figures  which  I  gave  a  few  moments  ago  will 
answer  that  question. 

Mr.  Meter.  I  think  they  do;  but  I  just  wanted  to  point  your  view 
on  that. 

Is  there  anything  further  that  you  think  of  that  you  would  care  to 
say  to  the  committee  at  this  time  ? 

Mr.  Kjerlin.  No  ;  I  think  there  is  nothing  else. 

Mr.  Meter.  We  thank  you  very  much. 

Mr.  Kerlin.  Not  at  all,  sir. 

(Thereupon  the  committee  adjourned  to  meet  at  10  o'clock  a.  m. 
in  the  City  Hall,  at  Cleveland,  Ohio.) 
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SATUBDAY,  KOVEHBEB  6,  1920. 

United  States  Senate, 
Special  Committee  on  Reconstruction  and  Production, 

New  York  City. 

The  committee  met,  pursuant  to  adjournment,  at  2  o'clock  P.  ni.  in 
the  conference  room,  Engineering  Societies  Building,  29  West  Thirty- 
ninth  Street,  Senator  William  M.  Calder,  presiding. 

Present:  Senator  Calder  (chairman);  also  Franklin  T.  Miller, 
assistant  to  the  committee. 

STATEMENT  OF  COL.  DANIEL  B.  WENTZ,  PBESIDENT,  NATIONAL 

COAL  ASSOCIATION. 

The  Chairman.  Colonel,  I  wrote  you  a  letter  on  October  24, 1920, 
which  you  have  not  answered. 

Col.  Wentz.  I  explained  to  Mr.  Miller,  Senator,  that  I  was  trying 
to  get  some  data  on  which  to  answer  some  of  the  technical  questions, 
and  I  am  now  prepared  to  answer  that  letter ;  and  I  will,  if  you  so 
desire,  or  I  can  testify  at  this  time  in  reply  to  the  questions  which  you 
asked  in  that  letter. 

The  Chairman.  I  would  be  very  glad  to  have  you  testify,  if  it  is 
convenient  to  you,  in  reply  to  the^uestions  I  asked. 

Col.  Wentz.  I  have  not  refrained  from  answering  because  of  any 
disinclination  to  answer,  but  I  wished  to  gather  the  data. 

The  Chairman.  I  rather  assumed  that  was  so.  I  know  there  was 
some  information  asked  you  that  you  could  not  answer  offhand  with- 
out getting  that  data. 

Col.  Wentz.  Should  I  answer  the  questions  paragraph  by  para- 
graph ?    I  will  do  it  as  you  please. 

The  Chairman.  Yes!  The  first  question  is  this:  In  your  testimony 
before  the  Senate  Committee  on  Keconstruction  and  Production  on 
August  12  you  gave  the  coal  shipments  in  the  eastern  territorv  for 
the  first  six  months  of  the  current  year  in  millions  of  tons,  as  follows : 
January,  27,000,000  tons ;  Februarv,  24,000,000  tons ;  March,  27,000,- 
000  tons;  April,  22,000,000  tons;  May,  23,000,000  tons;  June,  27,000,- 
000  tons.  Will  you  kindly  give  the  committee  the  corresponding 
figures  for  July,  August,  and  September,  and  an  estimate  for  Octo- 
ber? If  I  remember  correctly,  you  stated  that  the  shipments  must 
average  29,000,000  to  30,000,000  tons  per  month  to  make  up  a  short- 
age of  20.000,000  in  the  eastern  territory  before  the  beginning  of  the 
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calendar  year,  and  that  the  average  monthly  shipments  in  the  years 
1918  and' 1919  had  been  as  high  as  28,000,000  tons.  Now,  may  we 
have  an  answer  to  that? 

Col.  Wentz.  The  Geological  Survey  supplies  the  following  in- 
formation for  production  of  bituminous  coal  in  Pennsylvania,  Ohio, 
West  Virginia,  Maryland,  Virginia,  and  eastern  Kentucky.: 

July,  twenty-eight  millions — may  I  give  round  figures? " 

The  Chairman.  Yes. 

Col.  Wentz.  Twenty-eight  millions;  August,  thirty-one  millions; 
September,  thirty  millions;  October,  thirtj^-one  millions.  I  find  a 
note  that  the  October  figure' is  subject  to  revision;  it  may  be  a  few 
hundred  thousand  tons  out  one  way  or  the  other. 

The  Chairman.  The  figures  you  have  given  were  higher  than 
in  the  same  months  for  the  calendar  years  1918  and  1919,  I  believe? 

Col.  Wentz.  I  can  give  you  those  figures  as  per  the  Geological 
Survey. 

The  Chairman.  Go  ahead,  please. 

Col.  Wentz.  Taking  the  year  1918,  July,  33,000,000  tons;  August, 
33,000,000  tons;  September,  31,000,000  tons;  October,  31,000,000 
tons.  I  should  like  to  call  your  attention  to  the  fact  that  the  produc- 
tion of  the  bituminous  coal  in  the  month  of  October,  1920,  is  sub- 
stantially the  same  as  that  in  October,  1918,  although  in  1918,  be- 
cause of  the  Avar  demands,  a  tremendous  effort  by  means  of  propa- 
ganda and  speeches  was  being  made  to  induce  the  miners  to  mine 
all  of  the  coal  each  miner  could  dig,  and  yet  the  tonnage  at  this 
time  is  substantially^  the  same  for  the  year  1919;  the  July  tonnage 
was  28,000,000,  the  same  as  the  current  year :  the  August  tonnage  was 
28,000,000,  less  than  the  current  vear;  the  September  tonnage  was 
30,181,000,  as  compared  to  30,200,000  for  1920;  and  the  October  ton- 
nage was  33,200,000  tons. 

It  will  be  remembered,  however,  that  a  great  strike  of  the  bitu- 
minous coal  miners  throughuot  the  United  States  was  present  as  of 
November,  1919,  and  every  effort  was  being  made  by  the  Director 
General  of  Eailroads  to  accumulate  the  coal,  so  as  to  provide  fuel  for 
the  operation  of  the  railroads  in  th^  United  States. 

All  available  coal  cars  were  loaded,  and  as  is  customary  before  a 
threatened  suspension  of  mining,  miners  always  produce  the  maxi- 
mum tonnage  of  coal^  that  is  true  in  connection  with  all  wage  read- 
justments where  a  suspension  of  mining  is  threatened.  That  month 
before  wage  contracts  expire  always  shows  an  unusual  large  produc- 
tion of  coal. 

Mr.  Miller.  May  I  ask  Col.  Wentz  a  question  ? 

The  Chairman.  Yes. 

Mr.  Miller.  The  average  production  in  the  United  States  from 
January  to  June  of  1919  is  given  by  Mr.  Williams,  vice  president  of 
the  Delaware  &  Hudson,  as  38,000,000  tons.  The  average  production 
for  the  same  period  in  1920  is  42,000,000  tons.  It  appears,  if  those 
figures  are  right,  that  they  were  4,300,000  tons  a  month  ahead  of 
last  year. 

Col.  Wentz.  May  I  give  you  the  totals  for  the  first  nine  months— 
the  totals  as  reported  by  the  Geological  Survey? 

Mr.  Miller.  The  first  I  want  to  arrive  at  is  just  that  figure.  I 
want  to  have  it  on  the  record  for  the  nine  months — that  is,  the  entire 
country. 
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Col.  Wentz.  I  am  quoting  1918  as  well. 

Mr.  Miller.  Yes ;  lor  thQ  entire  country. 

Col.  Wentz.  The  total  for  the  first  nine  months  of  the  calendar 
year  1918,  as  reported  by  the  Geological  Survey,  was  495,000,000 
tons ;  for  the  first  nine  months  of  1919,  402,000,000  tons ;  and  for  the 
first  nine  months  of  1920,  448,000,000  tons. 

In  connection  with  those  figures,  however,  it  must  be  remembered 
tb.at  during  the  months  of  January,  February,  March,  and  April, 
1919,  there  was  a  general  curtailment  of  business  throughout  the 
United  States,  which  was  reflected  in  an  abnormal  small  production 
of  bituminous  coal  during  the  first  four  months  of  the  calendar  year 
1919.  If  you  wish  me  to,  I  will  give  you  the  production  for  Janu- 
ary, February,  March,  and  April,  1918,  and  the  corresponding  pro- 
ductions for  those  months  in  the  years  1919  and  1920. 

Mr.  Miller.  I  do  not  think  that  is  necessary. 

Col.  Wentz.  It  reflects,  however,  what  you  have  in  mind,  I 
think. 

Mr.  MiLiJiR.  Verv  well ;  put  it  in. 

Col.  Wentz.  January,  1918,  42,000,000  tons;  February,  44,000,000 
tons :  March,  48,000,(XK)  tons ;  April,  46,000,000  tons. 

January,  1919.  41,000,000  tons;  February,  31,000,000  tons;  March, 
38,000,000  tons :  April,  32,000,000  tons. 

January,  1920,  48,000,000  tons;  February,  40,000,000  tons;  March, 
46,000,000  tons;  xVpril,  38,000,000  tons. 

The  Chairman.  You  felt  at  the  time  of  your  testimony  that, 
*'  with  production  of  normal  requirements,  you  are  going  to  see  prices 
resume  normal  level  and  a  good  many  of  the  evils  which  exist  to-day 
in  connection  with  the  coal  industry  are  going  to  disappear,"  and 
that,  *'  if  the  commission  continues  Order  No.  9  until  November 
New  England  and  the  Northwest  and  the  rest  of  this  territory  will 
be  taken  care  of  and  conditions  normal." 

'  You  also  felt  that  Orders  10  and  11  would  bring  about  a  buyers' 
market  in  the  Northeast  and  Northwest  and  you  said  you  would  be 
glad  to  advise  the  committee  from  time  to  time  as  to  whether  your 
expectations  were  realized.  Prewar  prices  on  bituminous  coal  were 
alluded  to  in  your  testimony  as  varying  from  $2  to  $3.50;  the  con- 
tracts made  in  April  and  May,  1920,  as  between  $2.75  and  $4.50; 
the  present  cost  of  producing  and  loading  Virginia  coal  as  between 
$2.50  and  $4;  the  present  fair  profit  on  a  ton  of  coal  as  50  cents, 
while  20  vears  ago  you  had  sold  coal  as  low  as  50  cents  a  ton  and  at 
profit.  Will  you  kindly  furnish  the  committee  with  the  fluctuations 
m  spot  mine  prices  for  lake  and  tidewater  delivery  during  the  past 
two  months  ? 

Col.  Wentz.  May  I  say.  Senator,  that  while  I  testified  the  present 
fair  profit  on  a  ton  of  bituminous  coal  mined  in  Vrginia,  is  50  cents 
a  ton,  my  testimony  should  obviously  have  read  50  cents  a  ton  up,  or 
50  cents  a  ton  and  higher. 

The  reason  for  that  is  that  many  of  us  in  prewar  days  organized 
small  companies  with  enough  paid-in  capital  to  make  a  start,  and  the 
business,  both  in  development  and  in  working  capital,  was  expanded, 
from  putting  the  profits  back  into  the  business. 

I  know  of  a  number  of  companies  which  probably  have  investments 
as  a  result  of  putting  profits  back  into  the  ousiness  four  to  five  times 
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what  the  ori^nal  contribution  amounted  to  by  the  stockholders,  cov- 
ering a  period  of  20  years  or  longer. 

Under  the  present  methods  or  assessing  the  income  taxes,  a  com- 
pany organized  on  what  we  used  to  think  was  good  old-fashioned 
conservative  lines,  putting  profits  back  in  the  business,  wbuld  be 
taxed  so  heavily  as  a  result  of  the  small  amount  of  invested  capital, 
as  of  1913,  that  more  than  50  cents  a  ton  profit  would  in  some  in- 
stances be  absorbed  in  income  and  excess  profit  taxes,  so  that  if  the 
shareholders  were  to  receive  any  benefit  from  their  business,  it  would 
be  necessary  to  show  a  larger  profit  than  50  cents  a  ton  in  the  State 
of  Virginia,  varying  with  the  methods  in  which  the  companies  were 
capitalized. 

Answering  your  question  more  in  detail,  last  week  lake  coal  was 
selling  on  a  basis  of  $5.25  at  the  mines,  for  good  grades  of  bituminous 
coal. 

The  Chairman.  Spot  price! 

Col  Wentz.  That  is  the  lake  price,  which  would  be  the  spot  price ; 
no  contract  price. 

The  Chairman.  Was  not  a  good  deal  of  that  lake  coal  contracted 
for  at  contract  price  in  the  sprmg? 

Col.  Wentz.  No.  I  think  the  prices  at  which  lake  coal  was  gen- 
erally contracted — may  I  be  prompted  by  Mr.  Walsh  ? 

The  Chairman.  Yes. 

Col.  Wentz.  At  from  $3.75  to  $5  a  net  ton  at -the  mines,  spot  mar- 
ket price  generally. 

The  Chairman.  Pardon  me,  is  lake  coal  any  better  grade  than  any 
other  coal  ? 

Col.  Wentz.  No,  sir. 

The  Chairman.  It  is  the  same  kind  as  comes  here  ? 

Col.  Wentz.  Yes,  sir;  substantiallv.  The  present  spot  prices  for 
the  very  best  grades  of  gas  coal,  on  November  1,  were  sufetantially 
$7  per  net  ton  at  the  mines.  Steam  coal  for  spot  sales  was  selling  at 
from  $1  to  $2  a  ton  less  at  the  mine. 

The  Chairman.  What  was  that? 

Col.  Wentz.  At  from  $1  to  $2  a  ton  less  at  the  mines.  In  other 
words,  steam  coals  of  the  best  grades  were  selling  at  from  $5  to  $6 
a  ton  at  the  mines  on  the  1st  of  November  for  spot  sales  for  imme- 
diate shipment. 

With  regard  to  Interstate  Commerce  Commission's 

Mr.  Miixer.  Just  a  moment.  How  high  have  you  known  them  to 
fluctuate,  for  lake  coal  and  for  tidewater  coal?  You  are  giving  the 
minimum  prices  of  November? 

Col.  Wentz.  I  am  giving  the  prices  prevailing  November  1. 

Mr.  Miller.  And  would  that  prevail  September  1,  for  instance? 

Col.  Wentz.  Mr.  Miller,  two  months  ago,  approximately  two 
months  ago,  when  the  lake  order  was  made  effective,  the  highest 
price  at  which  I  heard  lake  coal  selling  for  was  $9  a  ton  at  the  mine, 
and  that  was  as  a  result  of  competitive  bidding  from  Canada. 

Mr.  Miller.  And  tide-water  coal  on  September  1  ? 

Col.  Wentz.  It  sold  at  varying  prices.  I  have  heard  of  its  being 
offered  as  high  as  $16  and  $17  a  ton  f.  o.  b.  tidewater.  However, 
that  was  not  the  average  market  price,  as  I  know  of  many  export 
contracts  in  effect  at  that  time  at  prices  varying  from  $5  to  $6  a  ton 
at  the  mine,  and  within  the  past  30  days  I  have  known  of  export  coal 
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for  shipment  to  Europe,  on  contracts  covering  12  months,  being  of- 
fered at  $6.50  at  the  mines. 

The  Chairman.  Col.  Wentz,  with  that  condition  prevailing,  where 
a  man  might  get  $6.50  for  spot  coal  at  the  mines,  why  should  they 
not  get  the  same  price  for  spot  coal  delievered  in  the  country? 

Col.  Wentz.  That  was  a  contract  price.  Senator,  I  spoke  of,  at 
from  $6  to  $6.50. 

The  Chairman.  I  know  that.  If  a  coal  operator  can  get  business 
at  $6.50  for  the  foreign  trade,  does  that  not  fix  the  price  for  the  home 
trade  ? 

Col.  Wentz.  No,  sir. 

The  Chairman.  Well,  why  not? 

Col.  Wentz.  Because  a  comparatively  small  percentage  of  the  total 
bituminous  coal  production  oi  the  United  States  is  sold  for  foreign 
trade.  A  comparatively  few  producers  of  bituminous  coal  are  in  the 
forei^  business.  For  instance,  I  have  just  testified  that  the  produc- 
tion in  the  Appalachian  territory,  covering  the  cities  I  mentioned, 
was  30,000,000  tons  for  August ;  30,000,000  tons  for  September ;  and 
31,000,000  tons  for  October,  whereas  the  shipments  of  export  coal, 
which  comes  necessarily  from  that  same  territory,  for  the  month  of 
July,  was  2,000,000  tons;  for  the  month  of  August  was  2,300,000 
tons ;  for  the  month  of  September,  2,300,000  tons ;  and  for  the  month 
of  October,  2,200,000  tons,  which  included  shipments  to  Europe, 
South  America.  Panama  Canal,  Cuba,  and  Porto  Rico.  These  figures 
were  supplied  oy  the  Department  of  Commerce. 

The  Chairman.  In  the  question  read  to  you  a  moment  ago,  we  were 
referring  to  the  effect  of  priority  orders  9,  10,  and  11.  Will  you 
answer  mat  part  of  the  inquiry,  please  ? 

Col.  Wentz.  Within  six  weeks  after  priority  order  No.  11,  gen- 
erally known  as  the  New  England  order,  was  made  effective,  it  was 
no  longer  found  to  be  necessary ;  sufficient  bituminous  coal  was  flow- 
ing to  New  England  in  the  ordinary  course  of  business,  to  take  care 
of  New  England  requirements,  and  it  was  no  longer  necessary  to 
maintain  the  Interstate  Commerce  Order  No.  11.  That  order  was 
only  effective  about  six  weeks.  4 

Service  Order  No.  10,  or  the  lake  order,  was  withdrawn  about  10 
days  ago,  as  it  was  no  longer  necessary.  A  number  of  the  railroads 
from  the  Northwest  contracted  for  a  large  part  of  their  fuel  coal  re- 
quirements, in  the  State  of  Illinois,  to  move  all-rail  to  them,  and 
therefore  the  tonnage  of  coal  it  was  necessary  to  take  up  the  Lakes 
was  substantially  reduced. 

The  dumping  has  fallen  from  about  4,000  cars  a  day  to  approxi- 
mately 2,500  cars  a  day ;  2,500  cars  a  day  moving  under  the  normal 
course  of  business,  without  any  assistance  from  the  Interstate  Com- 
merce Commission's  orders. 

To-day  there  are  no  priority  orders  in  effect  with  the  exception  of 
the  order  for  assigned  cars  tor  public-service  corporations,  in  the 
event  of  emergencies,  and  for  the  past  two  weeks,  1  am  advised,  the 
commission  has  not  assigned  any  cars  in  connection  with  that  order, 
the  business  moving  normally. 

Mr.  Miller.  In  that  connection  I  would  like  to  ask,  Mr.  Chair- 
man, if  the  coal  cars  are  not  still  preempted  for  coal  use  and  denied 
to  general  industries? 
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Col.  Wentz.  All  open-top  cars  measurinff  over  36  inches  in  height, 
inside  measurement,  are  to-day  restricted  l>y  the  order  of  the  com- 
mission for  the  movement  of  coal,  with  the  exception  of  certain  varia- 
tions from  that  order  which  the  commission  has  made  to  take  care 
of  the  sugar-beet  crop  and  sugar-cane  crop. 

In  fact,  I  heard  the  other  day  that  about  175,000  cars,  open-top 
cars,  the  inside  measurements  of  which  would  be  in  excess  of  36 
inches,  are  being  used  for  the  transportation  of  other  property  than 
coal.  « 

I  can  not  testify  as  to  the  accuracy  of  that  figure ;  that  statement 
was  made  to  me  the  other  day.  It  can  easily  be  checked  by  the 
records  of  the  commission. 

Mr.  Miller.  Mr.  Chairman,  as  the  statement  has  been  made  that 
coal  is  moving  normally,  I  would  like  to  place  in  the  record  the  letter 
received  from  Mr.  Lieb,  chairman  of  the  New  York  fuel  distribution 
committee,  on  October  29,  and  the  telegram  addressed  to  George  W. 
Elliott,  the  substance  of  which  is  that  if  there  were  any  steps  that 
you  can  take  to  assist  in  the  matter  of  obtaining  sufficient  cars  to 
supply  utilities  in  New  York  with  coal  it  would  be  greatly  appre- 
ciated, and  that  the  situation  is  very  serious  here  in  New  York. 

Col.  Wentz.  Is  that  bituminous  coal? 

Mr.  Miller.  Yes. 

(The  telegram  just  referred  to  is  as  follows:) 

October  28,  1920. 
George  W.  Elliott, 

^evretarii  National  Committee  on  Gaa  and  Electric  Service, 

Munsey  Building,  Washington,  D.  C: 
Coal  situation  in  New  York  metropolitan  district  growing:  more  and  more 
critical  each  day.  Reports  from  members  of  committee  appointed  by  Commis- 
sioner Nixon  to  supervise  situation  in  metropolitan  district  met  to-day,  and  it 
is  tlie  unanimous  opinion  of  the  committee  representing  the  Interlwrough  Rapid 
Transit  Co.,  Consolidated  Gas  Co.,  New  Yorlc  Edison  Co.,  Broolslyn  Union  Gas 
Co.,  Broolilyn  Edison  Co.,  and  the  Wholesale  Coal  Trade  Association  that  in 
this  critical  emergency  car  assignments  to  talve  care  of  dally  requirements  of 
public  utilities  should  be  reinstateti  at  once. 

J.  W.  Lieb, 
Chairman  New  York  Fuel  Distribution  Committee. 

(The  letter  referred  to  is  as  follows:) 

October  29,  1920. 
Hon.  Wm.  L.  C alder, 

29  West  Thirty-ninth  Street,  New  York  City. 

Sir  :  As  chairman  of  the  New  York  fuel  distribution  committee,  a  committee 
appointed  by  Public  Service  Commissioner  Nixon  to  assist  him  in  obtaining  an 
adequate  supply  of  coal  for  the  public  utilities  In  New  York  City,  I  sent  a  tele- 
gram to  our  representative,  Mr.  Elliott,  in  Washington,  last  night,  copy  of 
which  fs  Inclosed.    This  telegram  will  explan  Itself. 

If  there  are  any  steps  that  you  can  take  to  assist  us  in  this  matter  of  obtain- 
ing sufficient  cars  to  supply  the  utilities  In  New  Y'^ork  with  coal,  It  will  be 
greatly  appreciated. 

Very  truly,  yours, 

J.  W.  Lieb, 
Chairman  New  York  Fuel  Distribution  Committee. 

Mr.  Miller.  Is  there  anything  you  can  do  to  help  those  people? 
The  supply  does  not  seem  to  be  cominor  here. 

Col.  Wentz.  Spot  coal  market  for  bituminous  coal  in  the  city  of 
New  York  to-dav  is  flat,  the  offerings  being  in  excess  of  the  buyinfr ; 
the  large  manufacturing  plants  located  on  the  Pennsylvania  Kail- 
road,  ffersey  City  and  Trenton,  are  all  carrying  large  stocks  of 
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bituminous  coal.    I  should  think  in  many  instances  three  and  four 
months'  supply. 

In  connection  with  Mr.  Lieb's  letter,  I  fancy  he  has  in  mind  a 

?uestion  which  the  public  service  corporations,  represented  by  Mr. 
George  Elliott,  in  Washington,  has  been  actively  pressing  before 
the  Interstate  Commerce  Commission,  and  that  the  Interstate  Com- 
merce Commission  assign  to  public  service  corporations  sufficient 
coal  cars  to  enable  them  to  receive  100  per  cent  shipments  on  their 
coal  contracts,  regardless  of  the  general  car  distribution  in  the  min- 
ing sections  from  which  they  are  receiving  their  supply. 

The  commission  so  far  has  taken  the  attitude  that  it  will  not 
necessarily  prefer  the  assignment  of  coal  cars  to  public  service  cor- 
porations Over  other  industries  unless  the  public  service  corporation 
can  show  that  a  real  emergency  exists^  ana  that  it  can  not  continue 
to  operate  without  the  commission  assigning  to  it  a  definite  number 
of  cars  for  the  movement  of  coal  to  its  plant. 

There  is  a  little  underlying  history,  I  think*  there,  Senator. 

Mr.  Miller.  The  fact  remains,  Mr.  Chairman,  these  people  repre- 
senting the  public  utilities  of  New  York  state  that  they  are  in  a 
critical  condition,  on  October  28. 

Col.  Wentz.  If  the  newspapers  are  reporting  their  situation  cor- 
rectlv,  manv  of  them  have  two,  and  one,  I  think-  three  months'  stock 
of  coal.  ; 

The  Chairman.  Of  course,  Mr.  Lieb  is  a  responsible  man. 

Col.  Wentz.  Very;  a  very  responsible  man. 

The  Chairman.  You  know,  one  of  the  demands,  among  the  de- 
mands made  by  the  public  utilities  corporations  upon  our  govern- 
mental authorities  here,  for  increased  fares  and  increased  rates  for 
lighting,  is  based  upon  the  higher  price  for  fuel  and  the  lack  of  fuel. 

Col.  Wentz.  I  think  that  also  embraces  the  increased  cost  of  labor. 

The  Chairman.  Oh,  yes;  it  does  indeed.  And  I  think,  too,  perhaps 
a  lot  of  things  you  refer  to  have  more  to  do  with  the  increased  cost 
of  production.  "  Still,  among  the  things  urged  by  these  gentlemen 
is  the  fuel  question,  and  what  they  have  to  get,  they  have  to  get  at 
spot  price. 

Col.  Wentz.  Undoubtedly. 

The  Chairman.  You  say  there  is  a  lot  of  fuel  available  for  them  ? 

Col.  Wentz.  There  is  an  ample  supply  available  for  nearly  all 
\)ublic-service  corporations. 

The  Chairman.  Providing  they  go  out  and  buy  at  spot  price. 
These  companies  have  contracts,  and  there  is  plenty  of  coal,  and  they 
can  not  get  their  contracts  filled. 

Col.  Wentz.  I  think  in  most  instances.  Senator,  you  will  find  that 
the  contract  shippers  are  shipping  as  fully  on  their  contracts  as  their 
car  supply  permits,  that  the  public-service  corporations  are  making 
a  strong  fight  to  be  preferred  over  other  consumers  of  bituminous 
coal  in  the  matter  of  car  supply. 

Mr.  Miller.  Here  is  another  protest,  from  the  United  Railways 
&  Electric  Co.  of  Baltimore,  dated  August  25,  1920,  showing  condi- 
tions at  that  time.  It  may  be  that  they  are  straightened  out  by  this 
time.    Are  they  straightened  out  there  now? 

Col.  Wentz.'  T  heard  no  complaints  in  connection  with  them,  Mr. 
Miller. 
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The  Chairman.  "  With  one  or  two  exceptions,  practically  all  the 
companies  report  that  they  are  operating  iq)on  a  very  slender  margin 
of  supply.  '  The  average  maximmn  reserve  being  a  three-day  supply. '* 

Winter  will  be  on  us  in  a  few  weeks  now. 

Col.  Wentz.  Many  public-service  corporations  are  unable  to 
carry  a  supply  of  coal,  which  would  be  reasonable  and  sound,  be- 
cause they  have  made  no  provision  to  stock  it.  I  do  not  know  what 
the  stocking  ability  of  that  company  is. 

The  CHAnttiAN.  This  letter  is  an  appeal  for  help.  Put  that  in 
the  record,  too. 

(The  letter  referred  to  by  the  chairman  is  here  printed  in  full  as 

follows:) 

August  25.  1020. 
Hon.  William  M.  Caldeb, 

Chairman  Senate  Committee  on 

Production  and  Reconstruction, 

29  West  TMrty-ninih  Street, 

New  Yorky  N.  Y, 

Deab  Snt:  Following  your  request  that  we  submit  in  writing  such  Informa* 
tlon  as  we  had  desired  to  submit  to  your  committee  at  its  hearing  held  In 
Baltimore  on  August  18,  1920,  which  submission  was  prevented  because  of 
lack  of  time,  I  beg  to  call  attention  to  the  fact  that  the  American  Electric 
Railway  Association  recently  sent  a  circular  letter  to  all  of  the  electric  raU- 
ways  operated  east  of  the  Mississippi  River  requesting  them  to  advise  the  as- 
sociation as  to  their  situation  in  r^ard  to  the  coal  supply  and  what  their 
needs  were  for  additional  coal  beyond  that  necessary  for  daily  use.  Th^r 
replies  indicated  that  the  situation  among  these  companies  was  as  foUows: 

(1)  With  one  or  two  exceptions,  practically  all  of  the  companies  report  that 
they  are  operating  upon  a  very  slender  margin  of  supply,  the  average  maxi- 
mum reserve  being  a  three-day  supply. 

(2)  A  majority  of  the  companies  report  that  they  have  not  been  able  to 
accumulate  any  reserve  supply  at  all;  that  they  are  entirely  dependent  upon 
the  day-to-day  supply  allowed  them  under  service  order  No.  9 ;  and  that  should 
this  supply  be  withdrawn  or  interrupted  for  any  reason  they  would  have  to 
suspend  service. 

(3)  A  number  of  companies  report  that  the  supply  which  they 'have  been 
able  to  obtain  under  service  order  No.  9  has  not  been  sufficient  to  meet  their 
daily  requirements  and  that  In  consequence  they  have  been  forced  to  go  out 
into  the  open  market  and  purchase  additional  coal  at  exorbitant  prlcea. 
They  state  that  if  they  had  to  pay  these  prices  for  all  their  coal  they  would 
be  forced  into  bankruptcy. 

(4)  One  company  reports  that  it  has  already  had  one  or  two  partial  shut- 
downs due  to  its  inability  to  secure  a  sufficient  supply  of  coal. 

Past  experience  shows  at  least  a  six  weeks'  supply  is  necessary  to  tide  the 
companies  over  the  winter  months,  when  due  to  weather  conditions  the  supply, 
is  uncertain  and  interruptions  of  long  duration  are  frequent. 

With  this  in  mind  it  can  easily  be  seen  that  thc^  situation  dipnfronting  the 
electric  railway  is  a  serious  one  and  that  if  anything  is  done  to  further 
jeopardize  their  chances  of  getting  coal — if,  in  fact,  something  is  not  done 
to  enable  them  to  secure  additional  coal  for  their  winter  supply — numerous 
suspensions  of  electric  railway  service  are  bound  to  occur  throughout  the 
country,  entailing  great  loss,  inconvenience,  and  suffering  to  thousands  of 
people. 

While  admitting  the  necessity  of  relieving  the  housing  situation,  the  prob- 
lem should  be  viewed  In  Its  proper  proportion.  The  knowledge  that  a  few 
houses  had  been  built  to  shelter  a  number  of  people  previously  living,  per- 
haps, In  somewhat  crowded  quarters  would  not  make  up  for  the  Inconvenience 
and  loss  to  the  whole  community  which  would  be  caused  by  a  suspension 
of  street  car  service.  It  certainly  should  not  be  public  policy  to  disturb  and 
disarrange  the  whole  business  and  social  life  of  a  community  In  order  to 
relieve  a  housing  congestion  affecting  only  a  fraction  of  the  people. 
Very  truly,  yours, 

C.  D.  Emmons,  President. 
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Col.  Wentz.  I  think  it  would  be  wise,  Senator,  if  I  may  be  able 
to  make  the  suggestion  in  a  most  respectful  Way,  that  the  situ- 
ation might  be  checked  to-day;  that  was  sometime  ago — August 
28.    The  situation  was  worse  then. 

The  Chairman.  You  will  check  it  to-day. 

The  third  question  to  you,  in  bur  letter,  Col.  Wentz : 

I  assume  from  the  newspaper  reports  of  the  coal  situation  in  the  North- 
west that  you  have  been  disappointed  in  the  working  out  of  the  priority 
orders,  and  your  advice  as  to  why  those  orders  have  not  worked  out  would 
be  appreciated. 

Col.  Wentz.  As  I  have  just  testified,  those  orders  worked  so 
satisfactorily  in  the  Northwest  and  in  New  England  that  they 
were  withdrawn  because  they  were  no  longer  necessary  to  insure 
a  supply  of  coal  for  those  sections. 

Mr.  Miller.  Mr.  Chairman,  I  have  a  letter  from  Mr.  Grover- 
man,  of  the  Northwestern  Coal  Dock  Operators'  Association,  in 
reply  to  our  letter,  in  reply  to  our  letter,  which  gives  a  contrary 
view  of  the  situation,  as  of  October  27;  he  reports  about  a  25  per 
cent  shortage  in  coal,  and  says  that  the  situation  has  not  worked 
out  satisfactorily  at  all. 

Col.  Wentz.  Mr.  Groverman  represents  interests  which  prefer 
to  sell  to  the  northwestern  railroads  lake  coal.  Their  business  has 
been  that. 

Mr.  Miller.  He  says  he  has  paid  as  high  as  $11  for  coal. 

Col.  Wentz.  Where,  at  what  point,  at  the  head  of  the  Lakes,  or  at 
some  other  point? 

The  Chairman.  He  says  in  his  letter: 

♦  *  *  due  to  tlie  fact  that  we  have  had  to  purchase  on  open  market  coal 
forced  into  Lake  Erie  pools  by  order  No.  10  at  prices  ranging  from  $7.50  to 
$11  per  ton  f .  o.  b.  mines. 

Col.  Wentz.  I  heard  of  no  sales  as  high  as  $11,  Senator,  and  I  have 
heard  them  as  low  as  $5.25. 

The  Chairman.  "Again,  we  have  received  a  percentage  of  the  coal 
contracted  for  early  in  the  season  at  $3.50  and  $4  f .  o.  b.  mines  so  that' 
you  can  see  the  result  would  be  various  prices  due  entirely  to  the 
cost  at  the  mines,  operating  costs  on  the  docks,  and  the  constant 
factor  of  transportation  charges." 

Col.  Wentz.  I  do  know  informally  that  section  5  of  the  Inter- 
state Commerce  Commission  communicated  with  the  Governors  of 
Michigan,  Wisconsin,  Minnesota,  North  Dakota,  South  Dakota,  the 
presidents  of  some  of  the  large  railroads  operating  in  the  Northwest, 
and  with  some  commercial  t^ies  in  Minneapolis  and  St.  Paul,  ask- 
ing them  to  show  reason  why  order  No.  10  should  not  be  withdrawn ; 
that  it  had  in  mind  the  withdrawal  of  that  order,  as  there  was  a 
growing  accumulation  of  loaded  coal  cars  at  the  Lake  Erie  ports, 
which  were  not  being  unloaded  and  transported  up  the  Lakes. 

I  am  also  advised  informally  that  no  replies  were  made  to  that 
communication  of  the  Interstate  Commerce  Commission,  and  that 
after  waiting  a  week,  and  the  accumulation  continuing  to  grow  be- 
cause of  failure  to  buy  coal  and  to  unload  it,  that  the  commission 
withdrew  the  order,  exactly  as  it  did  in  the  New  England  situation. 
The  order  was  maintained  until  the  New  England  people  discon- 
tinued the  fight  on  it. 
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Mr.  Miller.  Mr.  Chairman,  Mr.  Groverman  writes : 

Service  order  No.  10,  rquiring  the  shipment  of  4,000  cars  per  day  to  Lake 
Erie  ports,  was  not  complied  with  by  the  railroads  between  July  26  and  Octo 
ber  4. 

The  Chairman.  Is  that  in  keeping  with  your  information,  Col. 
Wentz  ? 

Col.  Wentz.  It  took  a  little  while,  two  or  three  weeks,  to  get  that 
order  working,  and  after  it  had  operated  for  two  or  three  weeks 
lonorer,  it  was  found  that  the  tonnages  assigned  to  the  different  pro- 
ducing railroads  transporting  coal  under  that  order  had  to  be  re- 
adjusted. 

I  remember,  for  instance,  that  the  daily  number  of  cars  assigned 
to  the  Chesapeake  &  Ohio  Railroad  was  so  large  that  it  was  physi- 
cally impossible  to  put  those  cars  through  the  westbound  gateways, 
and  jams  resulted  with  tidewater  generally  as  well  as  Lake  coal. 

Several  otljier  instances  of  a  similar  nature  were  discovered,  and  a 
readjustment  of  tonnages  was  found  to  be  necessary,  but  I  do  know 
that  during  the  last  two  or  three  weeks  that  order  was  effective,  that 
in  some  weeks  the  railroads  delivered  more  than  4,000  cars  a  day  for 
the  week. 

The  Chairman.  Four  thousand  cars  a  day  ? 

Col.  Wentz.  Four  thousand  cars  a  day  for  periods  of  a  week,  and 
the  order  was  working  splendidly  at  the  time  it  was  withdrawn. 

The  Chairman.  The  letter  to  Mr.  Groverman  and  Mr.  Grover- 
man's  reply  can  be  put  into  the  record. 

(The  letter  to  Mr.  Groverman  is  as  follows:) 

29  West  Thirty-ninth  Strket,  New  York  City, 

October  16,  1020. 
Mr.  William  H.  Groverman. 

Secretary  Northwcftt  Coal  Docl-  Operators*  Association, 

Minneapolis,  Minn. 

My  Dear  Mr.  Groverman  :  In  your  testimony  before  this  committee  on  .July  21 
you  stnted  that  the  shortage  of  coal  In  the  Nortliwest  was  increasing,  and  at- 
tributed the  shortage  to  the  lack  of  cars  to  move  coal  to  the  Lake  ports. 
•  You  felt  that  a  constructive  solution  of  the  difficulty  would  be  to  specify 
what  a  coal  car  is  and  use  it  exclusively  for  the  purpose,  and  that  the  crisis 
might  then  be  overcome  within  30  days.  Y'ou  gave  the  committee  an  outline  of 
car  service  order  No.  10,  the  substance  of  which  you  had  drawn  to  the  atten- 
tion of  the  Interstate  Commerce  Commission  as  early  as  Mdy  13  of  this  year, 
this  order  being  one  in  the  drafting  of  which  you  personally  assisted,  making 
op  details  of  amounts. 

You  thought,  if  it  is  remembered  correctly,  that  if  this  order  were  enforced, 
it  would  take  care  of  the  coal  situation  in  the  Northwest,  and  you  stated  that 
you  were  going  to  "  camp  on  the  trail "  and  see  that  it  was  executed,  and  that 
you  were  going  to  have  a  conference  at  an  early  date  with  Mr.  Griggs  in  Cleve- 
land. The  chairman  stated  at  that  time  that  he  would  be  very  glad  if  you 
would  drop  the  committee  a  line  about  this  matter,  and  the  committee  would 
now  like  to  inquire  as  to  whether  the  order  has  met  your  requirements.  The 
committee  has  followed  coal  matters  in  New  England  and  the  Northwest 
closely  before  and  subsequent  to  the  issuance  of  car  service  order  No.  10. 
and  your  comments  on  this  order  would  form  a  valuable  addition  to  the  records 
of  this  committee,  inasmuch  as  recent  newspaper  reports  would  lead  to  the 
Inference  that  the  coal  situation  in  the  Northwest  continues  to  be  critical. 

The  committee  would  also  be  pleased  to  be  informed  as  to  the  amount  of  coal 
received  to  date  by  the  24  distributing  docking  companies  compared  with  the 
amount  received  up  to  the  same  date  last  year.  As  it  is  recalled,  you  testified 
that  the  distribution  of  these  docks  averaged  about  11,000,000  tons  per  year; 
that  at  the  opening  of  the  Lakes  In  1920  you  had  on  hand  about  860,000  tons; 
that  the  available  supply  at  the  distributing  dwks  for  1919  was  12.700,000 
tons,  composed  of  lake  shipments  of  9.300,000  tons  and  coal  left  over  at  the  open- 
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ing  of  the  Lakes  of  3,400,000  tons ;  that  t\\e  available  aum^ly  at  the  distrlbutin 
docks  for  1918  was  14,100,000  tons,  composed  of  lake  shipments  of  13,100,000  tons 
and  coal  left  over  on  docks  at  opening:  of  Lakes  of  1,000,000  tons;  that  the  avail- 
able supply  at  'the  distributing  docks  for  1917  was  12.500,000  tons,  composed  of 
lake  shipments  of  11,900,000  t4ms  and  coal  left  over  on  docks  at  opening  of  Lakes 
of  600,000  tons. 

Will  you  also  furnish  the  committee  with  information  as  to  the  prices  at  which 
coal  is  being  sold  by  the  distributing  docks  to  Ihe  consumers  during  the  present 
season  ? 

'  Very  tmly,  yours, 

F.  T.  MiLLfji, 
Assistant  to  Cmnmittc*\ 

(Mr.  Groverman^s  letter  is  here  printed  in  full  as  follows:) 

October  27,  1920. 
Mr.  Franklin  T.  Miller, 

Assifttnut  to  SfH'cial  Committee  on  Reefmstrnetion  and  Produetion, 

?,9  ircsf  Thirty-ninth  Street,  Neir  York  City. 

My  Dear  3ifR.  Miller  :  In  further  coniM»ctiou  with  your  request  of  October  16. 
plea.so  be  advised  that  aUiiough  every  effort  was  used,  service  order  No.  10. 
requiring  the  shiimient  of  4,000  cars  per  day  to  Luke  Erie  ports,  was  not  com- 
plied with  by  the  railroads  between  July  26  and  October  4. 

Twice  during  that  time  the  railroads  were  called  into  consultation  with  tlio 
Interstate  Commerce  Commission  and  given  frankly  to  understand  that  it  wi)uld 
have  to  be  carried  out  in  order  to  furnish  the  Northwest  with  the  necessary  coal 
supply,  and  both  of  these  times  the  railroads  promised  faithfully  to  see  that  it 
was  done;  but,  unfortunately,  the  coal  did  not  niove  under  the  order  as  was 
anticipated,  due  entirely,  it  is  my  belief,  to  the  inability  of  the  railroads  to 
secure  enough  coal  cars  to  supply  the  mines  in  the  territory  that  ships  to  the 
Lakes.  These  cars  have  l)een  extensively  used  for  all  other  purposes,  and  bears 
out  the  recommendation  made  before  your  committee  in  July,  that  the  only  solu- 
tion to  the  problem  was  to  use  coal  cars  exclusively  for  coal  for  a  limited  period 
in  order  to  bring  the  production  up  to  the  demand. 

The  facts  relative  to  the  coal  supply  of  the  Northwest,  as  compared  with  last 
year,  are  given  to  you  in  the  following  table,  which  I  believe  answers  all  the 
inquiries  you  made  relative  to  the  supply,  and  clearly  indicate  the  shortage  the 
Northwest  Is  facing  after  the  1st  of  December,  when  all  hope  of  relief  by  lake 
is  abandoned  and  the  difficulties  of  receiving  it  all  rail  so  numerous  as  to  make 
relief  from  that  quarter  practically  impossible^  to  say  nothing  of  an  enormous 
transportation  waste  to  move  coal  all  rail  Into  this  territory. 

Car  (JO  receipts  to  Oct.  20. 


Lake  Superior. 

Lake  Michigan. 

Total. 

Anthracite. 

Bituminous. 

Anttiracite. 

1,143,394 
859,234 

Bituminous. 

Anthracite. 

2,339,056 
2,101,510 

Bituminous. 

1919 

1,195,662 
1,242,276 

6,664,563 
4,240,793 

2,924,958 
2,299,162 

8.589.511 

1920 

6,539,955 

Decrease 

» 46, 614 

1,423,760 

M4,160 

625,796 

2,237,546  |         2,049,556 

1 

>  Increase. 


In  conclusion,  this  office  has  no  figures  relative  to  the  price  of  either  anthra- 
cite or  bituminous  coal,  but  understand  there  Is  a  wide  range  between  prices 
asked  for  the  same  bituminous  coal  by  docks  at  the  head  of  the  Lakes,  due  to 
the  fact  that  we  have  had  to  purchase  on  open  market  coal  forced  Into  Lake 
Erie  pools  by  Order  No.  10  at  prices  ranging  from  $7.50  to  $11  per  ton  f.  o.  b. 
mines.  Again,  we  have  received  a  percentage  of  the  coal  contracted  for  early 
in  the  season  at  $3.50  and  $4  f.  o.  b.  mines,  so  that  you  can  see  the  result 
would  be  various  prices  due  entirely  to  the  cost  at  the  mines,  operating  costs 
on  the  docks,  and  the  constant  factor  of  transportation  charges. 

If  there  Is  any  further  Information  you  wish,  or  if  I  can  be  of  any  service 
by  appearing  before  you  this  coming  month  before  navigation  closes,  I  will 
be  very  glad  to  do  so,  believing  that  there  are  a  great  many  angles  to  the 
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Situation  confronting  us  in   tbe   Northwest  which  it  will  be  impossible   to 
discuss  except  personally. 
Yours,  very  truly, 

W.  H.  Gbovebm^n,  Secretary, 

The  Chairman.  You  have  answered  the  next  question  here  by  the 
last  one.  You  have  said  that  for  some  weeks  this  averaged  more  than 
4,000  cars  per  day. 

Col.  Wentz.  Yes,  sir. 

The  Chairman,  i  ou  stated  in  your  testimony  that  "  The  railroad 
people  and  the  producers  of  coal  and  some  of  the  important  whole- 
salers are  now  trying  to  work  out  a  plan  which  will  make  it  im- 
possible to  ship  any  of  the  coal  to  any  of  the  tidewater  ports  for 
speculative  purposes."  You  state  that  the  larger  export  prices  would 
have  to  be  corrected;  that  it  might  take  30  days  to  make  this  plan 
operate,  but  that  the  speculative  prices  should  hie  stopped.  The  com- 
mittee would  like  to  learn  whether  or  not  this  plan  has  ever  been 
worked  out. 

Col.  Wentz.  A  plan  was  worked  out  which  did  have  a  very  marked 
corrective  effect  on  the  speculative  situation  at  tidewater  ports,  and 
I  think  that  the  speculation  has  substantially  disai)peared  and  was 
done  away  with  largely  as  a  result  of  the  plan  which  was  adopted 
by  the  wholesalers,  the  operators,  and  the  railroads. 

The  Chairman.  So  that  the  matter  contained  in  this  question  has 
substantially  been  complied  with. 

Col.  Wentz.  I  think  very  satisfactory  results  were  obtained.  I 
have  no  doubt  you  will  find  scattered  instances  where  people  did 
continue,  but  I  do  know  that  many  of  the  offenders  promptly  had 
their  export  licenses  taken  away,  and  they  were  not  renewed; 
so  I  think  the  plan  which  was  worked  out,  which  was  based  largely 
on  the  issuance  of  licenses  to  exporters  of  coal,  did  secure  very  satis- 
factory results. 

The  Chairman.  Are  those  licenses  still  being  issued  ? 

Col.  Wentz.  In  some  instances ;  yes,  sir. 

Tlie  Chairman.  Are  some  coal  exporters  without  license  to-day? 

Col.  Wentz.  I  am  not 
that  information  for  you 

The  Chairman.  You  will  remember  that  Mr.  Willard  testified 
that  "  under  the  rules  that  are  on  file  and  approved  by  the  Interstate 
Commerce  Commission  the  speculator,  if  you  please,  has  the  right 
to  buj'  a  car  of  coal  and  ship  it  to  a  port  and  hojd  it  there  indefi-J 
nitely  if  he  pays  the  regular  public  charge  of  $2  a  day.  Now,  it  is 
perfectly  lawful  for  him  to  do  that,"  is  it  not? 

Col.  Wentz.  It  was. 

The  Chairman.  Is  it  now  ? 

Col.  Wentz.  No,  sir;  he  can  not  do  it;  the  new  rules  corrected 
that. 

Mr.  Miller.  When  was  it  corrected  ? 

Col.  Wentz.  I  will  give  you  that  date.  It  was  corrected  gener- 
ally, Mr.  Miller,  as  a  result  of  the  work  which  was  done  by  the  com- 
mittee to  overcome  the  speculative  situation. 

The  Chairman.  Keferring  to  the  Interstate  Commerce  Commis- 
sion's order  designed  to  limit  the  use  and  holding  of  coal  cars  for 
speculative  purposes,  reconsignment,  etc.,  if  I  remember  correctly, 
you  said  in  your  testimony  that  the  National  Coal  Association  had 
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i  prepared  to  answer  that.    I  will  supply 
;  1  will  write  you  a  letter  about  that. 
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^one  on  record  as  early  as  May,  passing  a  resolution  favoring  such 
an  order,  and  that  the  Interstate  Commerce  Commission  had  given 
the  matter  very  serious  consideration  before  putting  the  order  into 
eflFect  in  July.  During  your  testimony  your  attention  was  turned 
to  the  fact  that  this  order  was  permissive,  but,  nevertheless,  you  felt 
it  would  be  effective  and  that  the  railroad  people  were  for  it.  In- 
formation subsequently  received  by  the  committee  is  that  this  per- 
missive order  was  revoked  some  time  in  August.  Can  you  advise 
the  committee  as  to  why  the  order  was  revoked  and  what  has  been 
the  effect  of  the  continuous  use  of  freight  cars  for  speculative  pur- 
poses? 

Col.  Wentz.  Mv  information  is  that  the  railroads  have  in  effect 
an  order  to-day  which  suhstantiallv  prevents  the  reconsignmcnt  of 
cars  loaded  with  coal,  and  it  is  so  drastic  that  the  American  Whole- 
sale Association  is  now  agitating  the  question  of  having  the  order 
modified  so  as  to  permit  a  more  flexible  use  of  the  reconsignmcnt 
of  coal,  the  proposition  being  advanced  that  the  production  of 
bituminous  coal  has  so  increased  that  it  is  no  longer  necessary  to 
resort  to  the  emergency  drastic  reconsignmcnt  orders  now  in  effect. 
No  action,  however,  has  yet  been  taken  to  meet  their  views. 

Mr.  Miller.  Mr.  Chairman,  the  question  is  not  exactly  on  the 
method  of  the  reconsignmcnt.  The  question  is,  Is  it  now  perfectly 
lawful  for  a  common  speculator,  if  you  please,  to  buy  a  car  of  coal 
and  ship  it  to  a  port  and  hold  it  there  mdefinitely,  if  he  pays  the 
regular  public  charge  of  $2  a  day? 

Col.  Wentz.  I  can  not  answer  the  question  whether  it  was  lawful 
or  not.    1  know  that  under  the  existing  rules  it  can  not  be  done. 

The  Chairman.  And  is  that  being  done? 

Col.  Wentz.  No,  sir. 

The  Chair3ian.  You  are  quite  certain  of  that? 

Col.  Wentz.  Generallv  it  is  not  being  done.  You  may  have  evi- 
dence of  a  few  cases  which  come  up,  and  are  corrected  as  fast  as 
thev  are  detected. 

The  Chairman.  At  the  time  of  your  testimony  tidewater  export  of 
coal  was  averaging  about  2,000,000  tons  per  month.  Can  you  give  the 
committee  the  approximate  fibres  for  August  and  September  and 
an  estimate  for  October?  Is  it  your  opinion  that  the  present  coal 
strike  in  Great  Britain  is.  likely  to  raise  prices  through  increasing 
demand  for  export? 

Col.  Wentz.  The  export  of  coal  to  Europe,  South  America,  Pan- 
ama, Porto  Eico,  and  Cuba  for  July  was  2,000,000  tons;  August, 
2,300,000  tons;  September,  2,300,000  tons;  and  24  days  of  October, 
2,242,000  tons. 

The  coal  strike  has  been  settled,  and  I  do  not  think  the  possibility 
of  it  had  anv  serious  effect  on  the  situation,  because  from  the  best 
information  t  can  receive  nil  of  the  coal  is  being  exported  which  can 
be  put  over  the  piers;  the  piers  would  not  accommodate  any  more 
coal  than  is  now  moving  for  export. 

You  will  note  that  commencing  with  April,  1920,  the  export  load- 
ing has  averaged  approximately  2,000,000  tons  per  month,  and  in  no 
month  it  has  exceeded  more  than  2,232,000 ;  that  has  been  as  low  as 
1,900,000;  that  is  about  all  the  piers  will  do. 

The  Chairman.  Col.  Wentz,  you  referred  a  moment  ago  to  the 
export  of  (ioal  to  Europe  and  South  America  and  the  Isthmus  and 
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West  Indian  Islands.    Does  that  statement  include  all  the  coal  ex- 
ported, or  is  there  coal  sent  to  other  parts  of  the  world  ? 

Col.  Wentz.  I  obtained  water  movement  export  as  differentiated 
from  the  export  to  Canada,  which,  of  course,  was  a  normal  situation 
which  has  been  in  effect  for  many  years.  I  have  the  Canadian  fig- 
ures, if  you  want  them. 

The  Chairman.  I  want  them.  But  just  a  moment.  Does  that 
statement  of  water  export  include  coal  that  may  have  gone  to  Asia 
or  Africa? 

Col.  Wentz.  Yes,  sir. 

The  Chairman,  x  ou  do  not  mention  Asia  and  Africa ;  that  is  why 
I  asked. 

Col.  Wentz.  I  have  not  heard  of  any  going  to  Asia ;  I  have  heard 
of  some  going  to  Africa. 

The  Chairman.  You  are  quite  sure  the  figures  you  quote  include 
all  of  that? 

Col.  Wentz.  All  Atlantic  export;  there  is  no  export  of  coal  from 
Pacific  ports,  that  I  know  of.    If  there  is,  it  is  innnitesimal. 

The  Chairman.  What  are  the  Canadian  exports — exports  to 
Canada  ? 

Col.  Wentz.  Lake  and  rail.    For  what  period  do  you  want  them? 

The  Chairman.  July,  August,  and  September. 

Col.  Wentz.  July,  August,  and  September;  July,  1,886,000  tons; 
August^,091,000  tons;  September,  1,974,000  tons.  Figures  supplied 
by  the  Department  of  Commerce. 

The  Chairman.  So  that  would  mean  altogether  an  average  of 
4,000,000  tons  a  month? 

Coi.  Wentz.  Yes,  sir. 

The  Chairman.  Water-borne  coal  and  rail-borne  coal  together? 

Col.  Wentz.  Export  coal. 

These  figures  are  lower,  Senator,  than  they  were  for  the  corre- 
sponding months  of  1918^  and  will  average  substantially  the  same 
as  the  corresponding  months  of  1919 ;  that  is,  the  export  to  Canada. 

The  Chairman.  It  is  reported  in  a  newspaper  dispatch  from 
Washington  that  the  National  Coal  Association,  at  the  suggestion  of 
the  Attorney  General,  had  called  a  meeting  of  the  mine  owners  in 
Cleveland  for  October  26,  and  that  the  Attorney  GeneraFs  sugges- 
tion carried  the  assurance  that  any  action  toward  reduction  of  prices 
and  elimination  of  profiteering  would  not  be  construed  under  the 
Lever  Act  as  an  infringement  of  the  law;  that  you  promised  to 
place  the  suggestion  of  the  Attorney  General  before  the  coal  opera- 
tors, and  that  a  large  attendance  is  expected ;  that  the  Attorney  Gen- 
eral has  assured  you  that  action  to  reduce  high  prices  if  taken  with- 
out infringement  on  certain  limitations,  which  he  will  communicate 
to  you,  and  the  necessary  discussion  thereon  by  the  bituminous  coal 
operators  attending  the  meeting,  would  not  be  in  violation  of  the 
Snerman  Act  or  any  other  law.  The  committee  would  be  interested 
in  receiving  information  from  you  as  to  the  nature  of  the  sugges- 
tions received  from  the  Attorney  General. 

Col.  Wentz.  A  meeting  of  about  1,200  bituminious  coal  operators 
representing  the  production  of  coal  from  the  Pacific  and  the  Atlantic 
coast,  was  held  in  Cleveland,  October  26, 1920. 

The  following  telegram  was  received  from  the  Attorney  General. 
Do  you  want  to  copy  it  in? 
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The  Chairman.  Yes. 

Washington,  D.  C,  October  26,  1920. 
Col.  D.  B.  Wentz, 

Hollendeti  Hotel,  Cleveland,  Ohio. 

I  am  informed  that  you  have  called  a  meeting  of  operators  of  bituminous 
coal  mines  throughout  the  country  at  Cleveland  for  the  purpose  of  complying 
with  my  recent  suggestion  that  the  operators  should  reduce  prevailing  un- 
reasonably high  prices  for  bituminous  coal  and  thus  lessen  the  number  of 
prosecutions  to  be  instituted  by  the  Department  of  Jus  ice  for  violation  of  the 
Lever  Act  in  charging  unreasonably  high  prices. 

If  the  operators  limit  themselves  at  tha  meeting  to  discussing  prlc(»s  with 
the  sole  purpose  of  preventing  unreasonably  hlgli  prices  and  without  any  at- 
tempt directly  or  indirec:ly  to  fix  prices  I  would  consider  such  action  as  an 
effort  to  comply  with  the  Lever  law.  It  would  be  particularly  helpful  to  this 
department  if  in  pursuance  of  the  general  purpose  to  reduce  prices  the  opera- 
tors could  arrange  for  reports  to  be  voluntarily  made  to  our  District  Attorney 
in  cases  where  any  oi>erators  continue  to  charge  unjust  and  unreasonable 
prices.  You  will  understand,  of  course,  that  I  assume  there  will  be  no  effort 
directly  or  indirectly  to  hold  prices  up  or  to  make  them  uniform  for  any  of  the 
producing  or  consuming  regions  either  by  the  operators  at  the  Cleveland  meet- 
ing or  by  any  of  their  committees  or  representatives. 

A.  MiTCHEix  Palmer, 

Attorney  General. 

Mr.  Miller.  Is  tliat  the  first  telegram,  tlie  one  that  you  did  not 
read  at  the  meeting? 

Col.  Wentz.  Which  meeting? 

Mr.  Miller.  The  meeting  mentioned  there. 

Col.  Wentz.  I  did  read  it. 

Mr.  Miller.  There  was  one  that  was  not  read,  the  one  asking  you 
to  reduce  prices. 

Col.  Wentz.  No.  This  is  the  only  telegram  received  from  the 
Attorney  General  to  be  read  at  the  convention  in  Cleveland. 

Mr.  Miller.  You  only  received  one  ? 

Col.  Wentz.  For  the  Cleveland  convention ;  yes. 
X    The  Chairman.  Was  there  a  telegram  received  that  was  not  to  be 
read? 

Col.  Wentz.  No,  Senator.  I  think  you  have  in  mind,  Mr.  Miller, 
a  telegram  which  was  sent  to  me  by  the  Attorney  General,  and  was 
received  by  me  in  New  York  on  Wednesday,  October  13,  in  which 
the  Attorney  General  suggested  that  some  action  be  taken  by  the 
directors  of  the  National  Coal  Association  to  bring  about  a  reduc- 
tion in  the  high  prices  of  bituminous  coal  wherever  they  might  pre- 
vail along  similar  lines  to  the  action  which  has  been  adopted  by  cer- 
tain bituminous  coal  operators  in  West  Virginia. 

That  telegram  was  received  towards  the  close  of  that  meeting ;  its 
contents  had  been  previously  conmiunicated  to  me,  and  the  nature 
of  the  telegram  had  been  conveyed  to  the  dir^tors,  and  they  had 
authorized  the  call  of  a  general  meeting  of  bituminous  coal  operators, 
or  such  other  action  as  the  chair  might  wish  to  take. 

It  was  not  necessary  to  read  the  telegram  in  detail,  and  it  was  not 
done,  but  I  immediately  replied  to  the  Attorney  General  that  I  would 
like  to  meet  him  in  Washington  the  following  Monday  or  Tuesday, 
and  at  that  time  I  had  hoped  to  suggest  a  constructive  plan  of  co- 
operation. 

I  did  meet  the  Attorney  General  in  Washington  the  following  Mon- 
day afternoon,  and  as  a  result  of  an  hour's  conference  he  sent  the 
telegram  whicn  I  have  just  read  into  the  record  upon  my  advice  to 
him  that  a  large  meeting  of  bituminous  coal  operators  had  been  called 
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in  Cleveland  to  consider  his  request  in  connection  with  the  transac- 
tion of  other  business. 

Does  that  answer  your  question,  Mr.  Miller? 

Mr.  Miller.  I  think  so.  On  looking  over  the  record  of  the  report 
of  the  meeting,  there  is  a  statement  of  this  sort — ^the  Attorney  General 
then  said — this  is  quoting  yourself : 

That  he  would  send  me  a  communication  to  he  placed  before  this  meeting. 
[Here  Mr.  Wentz  read  the  Attorney  Genera rs  telegram  which  formed  the  basis 
later  of  the  action  taken  by  the  nonassociatlon  operators'  meeting.] 

Col.  Wentz.  That  was  at  the  Cleveland  meeting,  Mr.  Miller? 

Mr.  Miller.  Yes ;  that  is  the  one  I  am  referring  to. 

Col.  Wentz.  You  previously  asked  me  about  a  tele^am  that  was 
not  read  at  a  meeting.  The  New  York  newspapers  did  report  I  re- 
ceived a  telegram  which  I  had  pigeonholed  and  had  not  read  to  the 
meeting. 

Mr.  Miller.  The  thing  is  to  get  the  record  complete. 

Col.  Wentz.  I  have  not  a  copy  of  that  first  telegram.  I  will  send 
it  to  you  together  with  a  copy  of  my  reply.  They  have  all  been 
printed  in  the  daily  press. 

The  Attorney  General's  telegram  to  me  and  copy  of  my  reply. 

The  real  thing  I  thought  that  may  be  of  interest  to  you,  that  you 
may  be  interested  in,  was  the  Cleveland  meeting.  I  have  just  read 
the  telegram  into  the  record. 

I  willnow  read  into  the  record  the  resolution  adopted : 

BESOLUTION   ADOPTED  BY  BITUMINOUS  COAL  OPEBATORS  IN  OPEN    MEETING  BASED  ON 

TELEGRAM  OF  ATTORNEY  GENERAL  PALMER. 

Whereas  an  abnormal  condition  for  some  time  past  has  existed  in  the  bitumi- 
nous coal  industry  of  this  country  due  to  inadequate  transportation  facilities, 
labor  difficulties  and  shortage,  and  other  causes,  beyond  the  control  of  the 
bituminous  coal  operators  of  the  country ;  and 

Whereas  the  Attorney  General  has  requested  the  bituminous  coal  operators  of 
the  country  to  cooperate  with  the  Department  of  Justice  In  bringing  about 
the  elimination  of  unreasonably  high  prices  for  coal  where  such  exist ;  and 

Whereas  it  is  the  sense  of  the  bituminous  coal  operators  of  the  country  that 
unreasonably  high  prices  and  unwise  practices,  where  such  exist,  in  the  indus- 
try be  eliminated :  Now,  therefore,  be  it 

Resolved,  That  the  bituminous  coal  operators  of  the  country  refuse  to  ask  or 
receive  unreasonably  high  prices  for  bituminous  coal  and  insist  that  all  unwise 
practices  in  the  industry,  where  any  such  exist,  be  condemned  and  eliminated ; 
and  be  it  further 

Resolved,  That  it  be  recommended  to  each  bituminous  coal  district  in  the 
United  States  that  it  immediately  establish  a  committee  in  its  district,  and  that 
such  committee  so  established  will  use  every  effort  to  cooperate  fully  with  the 
Department  of  Justice  and  the  Federal  district  attorney  in  such  districts  to 
bring  about  an  elimination  of  unreasonably  high  prices  and  unwise  practices, 
where  such  exist,  in  order  that  the  purpose  and  the  object  sought  by  the  Attor- 
ney General  throughout  the  whole  country  may  be  accomplished. 

The  Attorney  General  realized  it  would  be  impossible  to  secure 
immediate  action  at  that  Cleveland  convention,  because  the  matter 
must  be  referred  back  to  the  various  coal-producing  districts. 

In  my  conversation  with  him  I  gathered  the  impression  he  desired 
what  had  been  done  in  West  Virginia  to  be  made  general  throughout 
the  country,  and  this  resolution  brought  that  about. 

This  resolution  was  transmitted  to  the  Attorney  General  by  a  tele- 
gram dated  Cleveland,  October  26,  1920. 
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That  telegram  is  as  follows : 

A.  Mitchell  Palmer, 

Attorney  General  of  the  United  States,  Washington,  D,  C: 

At  a  meeting  of  the  operators  of  bituminous  coal  mines  throughout  the  United 
States,  wliich  was  held  immediately  following  the  meeting  of  the  National  Coal 
Association,  the  following  resolution  was  unanimously  adopted:  "Whereas  an 
abnormal  condition  for  some  time  past  has  existed  in  the  bltumincms  coal  in- 
dustry of  this  country  due  to  inadequate  transportation  facilities,  labor  difficul- 
ties, and  shortage  and  other  causes  beyond  the  control  of  the  bituminous  coal 
operators  of  the  country;  and  whereas  the  Attorney  General  has  requested 
tha  bituminous  coal  operators  of  the  country  to  cooperate  with  the  Department 
of  Justice  in  bringing  about  the  elimination  of  unreasonably  high  prices  for 
coal  where  such  exist ;  and  whereas  it  is  the  sense  of  the  bituminous  coal  op- 
erators of  the  country  that  unreasonably  high  prices  and  unwise  practices, 
where  such  exist  in  the  industry,  be  eliminated :  Therefore  be  it  resolved  that 
the  bituminous  coal  operators  of  the  country  refuse  to  ask  or  receive  unreason- 
ably high  prices  for  bituminous  coal,  and  further  that  all  unwise  practices 
in  the  industry,  where  any  such  exist,  be  condemned  and  eliminated.  Be  it 
further  resolved  that  it  be  recomriiended  to  each  bituminous  coal  district  in  the 
United  States  that  it  immediately  establish  a  committee  of  its  district  and 
that  such  committee  so  established  will  use  every  effort  to  cooperate  fully  with 
the  Department  of  Justice  and  the  Federal  district  attorney  in  such  district 
to  bring  about  the  elimination  of  unreasonably  high  prices  and  unwise  prac- 
tices where  such  exist,  in  order  that  the  purpose  and  object  sought  by  the 
Attorney  General  throughout  tbe  whole  country  iim.v  I>e  acc<»inpl!shed." 

T.  K.  Maheb, 
Cliairman  of  the  meeting. 

Immediately  after  the  meeting  I  sent  this  telegram : 

Cleveland,  Ohio,  October  26,  1920. 
Hon.  A.  Mitchell  Palmer, 

Attorney  General  of  the  United  States,  Washington,  D.  C: 

At  a  largely  attended  meeting  of  bituminous  coal  operators,  representing 
practically  every  producing  field  in  the  United  States,  held  in  Cleveland  to-day 
I  read  your  telegram  of  this  date  addressed  to  me  here.  After  careful  considera- 
tion and  full  discussion,  a  committee  of  mine  operators  of  which  I  was  chair- 
man was  appointed,  which  met  immediately  and  drafted  the  resolution  which 
I  am  advised  has  already  been  forwarded  to  you  by  T.  K.  Maher,  an  Ohio 
operator,  chairman  of  the  meeting.  This  resolution  was  presented  to  the  meet- 
ing and  unanimously  adopted.  Operators  from  some  of  the  districts  are 
already  holding  meetings  in  Cleveland  preparatory  to  arranging  cooperation 
with  your  representatives  in  their  respective  districts,  and  other  meetings  be- 
tween your  representatives  and  operators  will  be  held  promptly  throughout 
the  several  producing  districts  of  the  country.  If  you  desire  to  see  me,  please 
wire  me  Philadelphia. 

D.  B.  Wentz. 

Mr.  Miller.  Was  there  any  other  announcement  or  suggestions 
or  reports  received  from  the  Attorney  (ireneral  orally  or  in  any 
other  form? 

Col.  Wentz.  No,  sir. 

Mr.  Miller.  What  was  the  idea  of  the  meeting  as  to  a  reasonable 
profit  ? 

Col.  Wentz.  Not  discussed. 

Mr.  Miller.  The  rumor  that  has  reached  the  committee  is  that 
$1.25  was  considered  a  reasonable  profit. 

Col.  Wentz.  It  was  not  mentioned,  to  my  knowledge. 

You  will  note  the  resolution  defers  the  question  to  the  various 
producing  districts  of  the  country. 

The  Chairman.  As  to  whether  or  not  you  contemplate  taking  any 
action  at  the  meeting  of  your  association,  as  to  the  fulfillment  of 
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contracts  with  consumers,  you  will  remember  that  in  reply  to  the 
(juestion,  ''Are  you  in  a  position  with  your  very  strong  organization 
which  has  such  ramifications  to  enforce  the  fulfillment  or  contracts 
upon  the  part  of  your  members  ?  "  That  you  replied,  "  We  are  ad- 
vised by  counsel  that  it  is  improper  and  illegal  for  us  to  in  any  way 
discuss  prices,  and  that  is  never  done,  and  we  are  not  going  to  do 
it."  When  reminded  that  the  question  referred  to  the  fulfillment 
of  contracts  with  consumers  and  not  to  prices,  you  advised  the  com- 
mittee that,  ''  We  are  not  even  permitted  to  exchange  information 
with  regard  to  which  coal  is  sold." 

Did  you  interpret  the  Attorney  (ieneral's  suggestions  as  giving 
the  coal  operators  sufficient  assurance  to  discuss  the  importance 
of  the  fulfillment  of  contracts  with  their  customers,  and  are  you 
going  to  take  any  action  in  Cleveland  to  insure  delivery  of  coal  to 
customers  under  their  contracts  in  preference  to  the  delivery  of 
spot  coal?  This  committee  has  received  information  that  90  per 
cent  of  the  ffas  and  electric  companies  in  Massachusetts  made  con- 
tracts for  their  yearly  supply  of  coal  in  April  and  May  of  this 
year  at  prices  between  $3.50  and  $4,  but  had  been  obliged  to  buy  50 
per  cent  of  their  requirements  at  spot  prices  between  $14  and  $15, 
and  that  the  high  spot  prices  have  entailed  an  extra  cost  to  the  gas 
consumers  of  Massachusetts  alone  at  the  rate  of  $5,700,000  per 
vear. 

Col.  Wentz.  You  will  note  that  action  in  connection  with  the  At- 
torney (xeneral's  telegram  was  not  taken  in  a  meeting  of  the  National 
Coal  Association,  but  was  taken  in  an  open  meeting  of  the  operators 
held  immediately  after  the  meeting  of  the  National  Coal  Association. 

This  open  meeting  was  attended  by  a  number  of  bituminous-coal 
operators  who  are  not  members  of  the  National  Coal  Association. 

So  far  as  T  remember,  no  specific  action  was  taken  in  connection 
with  the  fulfillment  of  contracts.  I  know  it  was  discussed  a  good 
deal.    I  do  not  know  whether  it  came  before  the  meeting  or  not. 

The  matter  was  not  discussed  in  an  open  meeting,  but  it  was  freely 
discussed  between  various  operators  present,  and  I  gathered  the 
impression  from  the  operators  with  whom  I  talked  that  they  felt 
every  effort  should  be  made  to  promptly  and  fully  comply  with  all 
contracts  to  the  best  of  their  ability,  naving  in  mind  car  supply  and 
other  influences  over  which  they  naturally  had  no  control. 

Mr.  Miller.  Mr.  Chairman,  I  would  like  to  submit  a  copy  of  a 
contract,  standard  form,  used  by  the  coal  operators,  and  executed 
by  the  New  York  Edison  Co.,  covering  deliveries  to  be  made  for 
50,000  tons  of  bituminous  coal  to  be  shipped  in  equal  monthly  pro- 
portions between  June  25,  1920,  and  June  30, 1921 ;  and  I  would  like 
to  call  your  attention  particularly  to  articles  1  and  7  in  this  standard 
form  of  contract,  as  presented  by  the  seller. 

From  these  clauses — the  corporation  drew  our  attention  especially 
to  these  clauses — and  from  these  it  appears  that  the  seller  is  not 
obliged  to  carry  out  the  contract  if  interfered  with  by  car  service 
orders  of  the  Interstate  Commerce  Commission. 

From  the  statement  of  Col.  Wentz,  president  of  the  National 
Coal  Association,  at  a  special  executive  session  in  Cleveland  on 
October  26,  as  reported  in  the  Black  Diamond  and  marked  No.  1 
on  the  margin,  "Kelief  should  be  granted  to  the  Northwest  bv  coal 
operators  having  contracts  to  supply  coal,  that  they  should  be 
forced  to  ship  100  per  cent  on  those  contracts  daily,  and  that  the 


RECONSTRUCTION   AND  PRODUCmON.  769 

Interstate  Commerce  Commission  should  draft  an  order  to  make 
that  mandatory." 

Col.  Wentz.  Pardon  me.  Will  you  read  the  rest  of  that?  The 
rest  of  that  thatgoes  in  connection  with  it. 

Mr.  MiLLEB.  Perhaps  it  may  be  well,  Mr.  Chairman,  to  put  the 
whole  record  in  the  record;  two  pages  long. 

Col.  Wentz.  The  reason  I  ask  tnat  Question,  Mr.  Chairman,  is  that 
that  was  the  desire  of  the  operators,  tnat  this  conmiittee  would  give 
this  matter  consideration,  and  they  were  advised  by  their  counsel, 
which  opinion  was  afterwards  coimrmed,  that  the  conmiission  had 
no  authority  to  write  such  an  order. 

I  simply  wanted  to  make  it  clear  for  the  reason  why  it  was  not 
done.  It  was  the  desire  of  the  operators  and  the  railroads  that  it 
should  be  done. 

Mr.  Miller.  The  reason  that  I  draw  it  to  the  attention  of  the 
chairman  of  the  committee  is  that  it  appears  that  the  Interstate 
Commerce  Commission  had  to  be  invoked  in  making  the  operators 
deliver  100  per  cent  on  their  contract. 

From  a  statement  which  you  will  note  there,  marked  "  2,"  *  it 
appears  that  the  coal  operators  in  the  spring  appointed  a  conmiittee 
to  cooperate  with  the  railroads  and  secure  sucn  action  as  might  be 
necessary  in  various  ways  to  prevent  the  appointment  of  a  Fuel 
Administrator,  and  that  Mr.  Willard,  of  the  railroad  committee, 
told  Col.  Wentz  .that  he,  as  representing  the  railway  industry,  was 
willing  to  do  anything  to  prevent  another  industry  from  falling 
under  Federal  control,  thus  opening  the  consideration  of  Federal  con- 
trol of  the  railways  and  other  great  industries,  that  much  is  due  to 
Mr.  Willard,  and  that  one  of  the  principal  reasons  why  the  bitumi- 
nous coal  industry  to-day  is  not  under  Federal  control  has  been  Mr. 
Willard's  unselfish  and  untiring  assistance. 

In  the  paragraph  marked  "  3 ''  Col.  Wentz  (quotes  Mr.  Willard  in 
substance  as  having  told  him  that  in  his  opinion,  and  he  had  been 
working  as  closely  ^nd  as  wi&ely  in  the  situation  as  any  of  your 
committees,  '*  the  coal  industry  would  unauestionably  be  under  Fed- 
eral control  to-day  if  it  had  not  been  handled  through  your  National 
Coal  Association  in  the  way  it  has  been  handled,  or  in  a  way  simi- 
lar to  the  way  it  has  been  handled." 

In  paragraph  marked  "  4  "  Col.  Wentz  is  quoted  as  having  said  in 
substance,  "Day  bj  day  either  your  vice  president,  Mr.  Morrow,  or 
I  went  to  the  White  House  for  three  weeks  and  kept  Mr.  Tumulty 
informed  of  what  was  being  done." 

In  paragraph  marked  "5"  Col.  Wentz  is  quoted  as  having  said 
in  substance  that  "  In  the  latter  part  of  June  Mr.  Tumulty  selected 
Mr.  Alvord,  of  the  Railway  Administration,  to  be  his  coal  adviser, 
and  as  Mr.  Tumulty  was  too  busy  a  man  to  confer  with  all  of  the 
people  who  went  to  the  White  House  to  complain  of  the  coal  situa- 
tion." 

In  paragraph  marked  "  6  "  Col.  Wentz  is  quoted  as  having  said 
in  substance  that  "Mr.  Alvord  has  given  great  assistance  to  your 
officials,  to  the  officers  of  your  organization,  in  arranging  to  meet 
political  situations  as  they  arose  in  different  parts  of  the  country  in 
connection  with  the  coal  industry." 

Col.  Wentz.  I  beg  your  pardon;  what  is  that? 
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fMr.  Miller  hands  article  to  Col.  Wentz.] 
Jol.  Wentz  (reading) : 

Mr.  Alvord,  without  expressing  himself  as  being  in  favor  or  not  In  favor  of 
Federal  control  of  the  industry,  certainly  did  not  push  his  Influence  with  the 
White  House  to  have  himself  appointed,  and  he  has  been  most  reasonable,  most 
constructive,  and  most  helpful  in  considering  the  problems  we  have  had  to 
bring  up;  and  many  times  Mr.  Alvord  has  given  great  assistance  to  your  ofll- 
clals,  to  the  officers  of  your  organization.  In  arranging  to  meet  political  situa- 
tions as  they  arose  in  different  parts  of  the  eountr>'  in  connection  with  the 
coal  industry. 

Mr.  Miller.  In  paragraph  marked  "  7  "  Col.  Wentz  is  quoted  as 
having  said  in  substance  that  "  It  (the  White  House)  had  consid- 
erable doubt  as  to  whether  the  commission  (the  Interstate  Com- 
merce Commission)  would  exercise  such  authority  as  it  might  have. 
So  if  in  any  way  that  authority  was  discredited,  it  placed  the  White 
House  inmiediately  in  a  position  to  say :  'As  we  thought,  gentlemen, 
we  went  ahead  at  your  suggestion,  the  suggestion  of  the  coal  opera- 
tors, but  as  we  thought,  it  is  now  necessary  for  us  to  confer  real  au- 
thority on  some  one  to  take  care  of  the  emergency.' " 

From  these  statements,  Mr.  Chairman,  it  has  been  inferred  by  some 
that  the  coal  operators,  the  railroads,  and  the  White  House,  through 
Mr.  Txunulty  and  Mr.  Alvord,  have  been  working  together  and 
handling  the  coal  situation,  influencing  the  issuance  of  Interstate 
Commerce  Conmiission  orders,  which  have  been  set  up  by  the  coal 
operators  as  an  excuse  for  nonfulfillment  of  their  contracts  under 
the  clauses  1  and  7. 

Now,  do  you  feel  that  that  is  a  fair  quotation,  Col.  Wentz,  of  that 
article  there? 

Col.  Wentz.  I  do  not  feel  that  is  a  fair  inference  to  make  from 
the  situation,  because  I  know  that  neither  Mr.  Tumulty  nor  Mr. 
Alvord  nor  the  Interstate  Commerce  C'ommission  had  taken  any 
action,  either  directly  or  indirectly,  which  would  bring  about  or 
excuse  operators  from  fulfilling  their  contracts,  and  such  an  infer- 
ence is  unfair  and  improper. 

Mr.  Miller.  In  paragraph  No.  8,  Mr.  Chairman,  Col.  Wentz  is 
quoted  as  reminding  the  executive  committee  that  by  a  resolution 
passed  at  Atlantic  C  ity  the  officers  of  the  National  Coal  Association 
were  directed  to  oppose  in  everv'  possible  manner  the  practice  of 
assigned  cars. 

In  paragraph  marked  "  9  "  Col.  Wentz  is  quoted  as  having  said  in 
substance  that  the  Interstat-e  Commerce  Commission,  in  an  mformal 
hearing  with  the  representatives  of  the  coal  operators  and  Mr.  Wil- 
lard  and  Mr.  Elliott,  representing  the  gas  and  electric  com{)anies  of 
the  country,  agreed  to  rewrite  its  service  order  in  connection  with 
assigned  cars  tor  the  public-service  people,  and  also  issued  an  order 
which  required  the  commission  itself  to  pass  upon  all  emer^ncy 
relief  granted  a  public-service  corporation  in  the  way  of  assigned 
cars. 

And  in  this  connection,  Mr.  Chairman,  this  committee  has  received 
a  letter  from  Mr.  Lieb,  of  the  New  York  Edison  Co.,  stating  that 
his  company  was  in  dire  need  of  coal.  That  has  been  put  in  as  an 
exhibit. 

Can  you  tell  the  committee,  CoL  Wentz,  as  to  why  that  car-service 
assignment  order  was  opposed  by  vour  association  in  resolution  at 
Atlantic  City? 
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Col.  Wentz.  It  has  been  the  practice  of  some  railroads  to  buy 
fuel  coal  at  prices  which  they  have  named  by  agreeing  to  provide 
enough  cars  to  operate  the  mine  or  mines  of  the  seller  loading  rail- 
road fuel  coal  100  per  cent  capacity  during  the  term  of  the  contract. 

At  such  times  when  there  has  been  an  insufficient  supply  of  cars 
neighboring  mines  have  only  been  able  to  operate  from  one  to 
three  days  per  week,  whereas  the  mines  loading  railroad  coal  under 
the  assigned  car  purchase  arrangement  were  operated  six  days  a 
week.  The  men  working  in  mines  operating  from  one  to  three 
days  a  week  naturally  became  verj'  much  disturbed,  frequent 
strikes  had  resulted,  labor  disturbances  generally  have  occurred, 
and  the  practice  has  proven  so  bad  for  the  general  production 
of  coal  throughout  the  United  States  that  the  coal  operators  have 
sought  to  have  the  railroads  secure  their  supply  of  coal  under  the 
same  terms  and  conditions  which  other  public-service  corporations 
secure  their  supply  of  coal. 

So  far  as  the  action  taken  with  respect  to  assi^ed  cars  is  con- 
cerned, under  a  previous  order  of  the  commission  any  public- 
service  corporation  could  obtain  assigned  cars  if  it  was  able  to 
present  to  the  commission  a  certificate  of  emergency  apf>io\'ed  by 
the  delivering  railroad  a4?d  by  the  Public  Service  Commission  for 
the  State  or  district — that  is,  the  State  public  service  commission 
for  the  State  or  district  in  which  the  public-utility  plant  was  lo- 
cated. 

When  that  order  became  operative,  approximately  the  1st  of 
August,  in  the  eastern  territory,  which  •  I  have  described  as  pro- 
ducing some  30,000,000  tons  of  coal  per  month — the  Appalachian 
district — ^the  assigned  cars  of  all  kinds  under  the  commission's 
ruling  were  approximately  20,000  per  week. 

By  the  middle  of  September,  six  weeks  later,  they  had  risen  to 
41,000  per  week  and  were  still  mounting,  and  in  s^>nie  sections  of 
the  country  the  number  of  assigned  cars  absolutely  absorbed  all 
of  the  available  car  supply,  and  any  mines  which  had  not  orders 
for  railroad  fuel,  or  orders  for  public-service  corporations,  or 
orders  from  customers  who  were  obtaining  the  same  cai*s  under 
the  orders  of  the  commission,  were  unable  to  operate — some  of 
them  not  at  all;  and  of  course  labor  disturbances  resulted,  as  their 
employees  had  to  live  and  make  a  living  in  scmie  way,  and  the  coal 
operators  could  not  continue  to  advance  their  money  indefinitely 
with  no  income. 

Where  I  say  "cars"  I  refer  to  coal  cars  throughout  the  answers 
to  this  Question. 

Mr.  Miller.  In  that  connection.  Col.  Wentz,  I  notice  in  to-day's 
Herald  a  statement  of  abuses — that  is,  a  statement  such  as  this : 

It  was  necessary  to  wake  up  all  concerned.  They  had  to  be  convinced  of 
what  the  Department  of  Justice  already  knew — that  extortionate  prices  were 
due  primarily  to  graft  and  to  evil  practices  which  began  at  the  mine  mouth, 
which  tainted  with  bribery  the  system  of  car  distribution  and  which  resorted 
systematically  to  tlie  padding  and  forging  of  car  permits  and  to  the  diversion 
of  public  service  priority  orders. 

And  a  further  quotation  here  that  strikes  me: 

There  was  a  time  not  very  long  ago  when  the  conl  carrying  railroad  officials 
were  Incredulous.  They  did  not  believe  it  when  they  were  told  that  their  car 
distributors  were  seUing  them  out  and  taking  individual  bribes  as  high  as 
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$1,50()  a  week  from  favored  operators  and  shipi^ers.  But  the  Pennsylvania 
Railroad  within  the  last  few  days  has  modified  Its  previous  attitude  of  incre- 
dulity. 

The  Interstate  Commerce  Commission  has  bestirred  Itself  also.  It  found 
that  some  of  its  accredited  agents,  not  in  Washington  but  those  posted  In  va- 
rious parts  of  the  country,  had  been  smirched  with  the  coal  scandal.  Some 
of  them  the  law  may  yet  reach  and  punish.  Others  have  been  expelled  from 
the  service. 

Then  the  article  concludes : 

Aligning  itself  in  thorough  harmony  with  the  aims  of  the  Departmait  of 
Justice,  the  Whole.^ale  Coal  Tade  Association  of  New  York  early  last  summer 
adopted  a  series  of  pledges  for  purging  the  industry  of  its  most  heinous  abuses. 
Finally,  under  still  further  pressure  from  Attorney  General  Palmer,  Col.  D.  B. 
Wentz,  president  of  the  National  Coal  Association,  which  comprises  in  its 
membership  3,000  of  the  most  extensive  mine  owners  and  operators  of  the 
country,  established  a  conmiittee  expressly  to  assist  in  work  of  William  Mc- 
Murtrie  Speer,  Mr.  Palmer's  lieutenant  in  this  judicial  district.  Under  Col. 
Wentz's  call  a  general  meeting  of  operators  in  session  In  Cleveland  took 
steps  for  the  appointment  of  "  fair  practices  *'  committees  in  the  various  bitu- 
minous districts  and  pledged  their  unreserved  cooperation  In  the  eradication 
of  hurtful  practices  from  the  Industry. 

Do  you  know  who  put  that  article  out  ? 

(Col.  Wentz  nodded  aflirmatively.) 

Mr.  MiLLEB.  Do  you  know  about  these  practices? 

Col.  Wentz.  No  ;  it  is  only  hearsay ;  hearsay  on  that  pretty  gener- 
ally. 

Mr.  Miller.  You  could  not  give  the  committee  any  information 
on  it? 

Col.  Wentz.  I  have  no  personal  knowledge  of  it. 

Mr.  Miller.  In  paragraph  marked  "  12,"  Mr.  Chairman,  Col. 
Wentz  is  quoted  as  having  said  in  substance  that  one  of  the  most 
difficult  situations  his  committee  had  had  to  meet  was  the  seriousness 
of  the  retail  coal  situation  in  scattered  parts  of  the  country. 

In  paragraph  13  Col.  Wentz  is  quoted  as  having  said  in  substance : 
"  Just  as  a  forerunner,  to  show  how  the  straws  are  blowing,  how  the 
current  is  setting,  is  this  legislation  in  Indiana.  There,  as  you  know, 
the  State  has  passed  a  law  placing  the  regulation  of  the  (*oal  industry 
in  the  hands  of  a  commission  appointed  by  the  governor  of  that 
State.  I  am  informed  by  operators  in  other  States  that  similar  ac- 
tion is  now  being  considered  by  various  State  commissions,"  and,  in 
substance,  that  the  nonproducing  coal  States  will  force  Federal 
control  of  the  coal  industry  in  self-defense  against  State  control  in 
the  producing  States."  ' 

In  paragraph  marked  "  14  "  Col.  Wentz  is  quoted  as  having  said  in 
substance  that  this  winter  the  coal  industry  would  need  authoritative 
information  about  itself  which  it  does  not  have  now  and  that  the 
coal  industry  would  have  to  be  in  a  position  to  disprove  charges 
when  Congress  goes  into  session.  That  the  charge  may  be  made 
**  Well,  if  this  was  your  profit,  in  cents  per  ton,  it  was  a  perfectly 
outrageous  profit  on  your  investment."  That  the  coal  industry  must 
be  able  to  answer  such  assertions  with  facts. 

In  paragraph  marked  "  15  "  Col.  Wentz  is  quoted  as  having  said  in 
substance  that  his  committee  in  handling  Federal  questions  tnis  sum- 
mer has  had  to  meet  charges  with  figures.  "  We  sent  our  man  to  the 
(Geological  Survey  and  du«j  up  their  records,  used  the  records  of  the 
Fuel  Administration,  used  the  records  of  the  tidewater  exchanges 
used  the  records  of  the  Nortliwestern  dock  people,  the  records  of  the 
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New  England  distributors,  and  we  got  figures  which  were  so  fairly 
accurate  that  they  could  not  be  disputed  because  nobody  else  had 
any  better  and  we  got  them  in  first." 

In  paragraph  marked  "  16,"  Col.  Wentz  is  quoted  as  having  said,  in 
substance,  at  their  meeting  to  appoint  a  committee  of  three  operators, 
who  would,  in  conjunction  with  three  members  of  the  American 
Wholesale  Coal  Association,  three  members  of  the  National  Eetail 
Coal  Merchants'  Association,  and,  I  hope,  three  members  of  the 
anthracite  coal  operators,  form  a  committee  which  could  resolve 
itself  into  an  executive  conmiittee  with  a  small  number  of  men  so 
that  the  industry,  from  a  national  viewpoint,  can  present  its  pub- 
licity, its  facts,  and  its  data  to  the  public  and  to  Congress  in  a  united 
way  and  do  away  with  mud  slinging  and  discouragement  of  each 
through  figures  and  statements. 

In  paragraph  marked  "  17,"  Col.  Wentz  is  quoted  as  having  said,  in 
substance,  "  So  these  committees  have  all  been  appointed  from  the 
wholesalers  and  retailers  and  your  committee,  consisting  of  Mr. 
Walsh,  Mr.  Buchanan,  and  myself.  Necessarily  the  committees  have 
to  be  small,  and  I  hope  next  week  we  will  receive  the  assurance  of  the 
anthracite  coal  operators  that  they  will  add  representatives  to  that 
conmiittee,  and  for  once  we  can  go  into  a  legislative  situation  as  the 
coal  industrv  as  a  whole."  / 

Mr.  Chairman,  I  understand  to-day  that  this  committee,  the  com- 
mittee referred  to,  has  been  in  session  in  New  York,  and  it  might  be 
inferred  from  the  earlier  quotations  that  the  coal  operators,  the 
railroad  officials,  and  the  White  House  have  been  running  the  coal 
business,  influencing  priority  orders  during  a  period  when  transpor- 
tation was  denied  to  other  industries,  and  coal  contracts  have  been 
broken  on  account  of  these  priority  orders. 

From  evidence  submitted  to  this  Senate  committee,  the  prices  of 
anthracite  coal  have  been  outrageously  high,  costing,  for  instance, 
the  railroads  of  New  England  at  the  rate  of  $18,000,000  extra  per 
year,  and  the  gas  users  of  Massachusetts,  for  instance,  at  the  rate  of 
$5^00,000  extra  per  year. 

The  chairman  of  the  Connecticut  Chamber  of  Commerce  tele- 
phoned me  to-day  he  was  paying  as  high  as  $24  a  ton  for  anthracite 
down  there. 

And  nobody  has  benefited  by  the  issuance  of  the  priority  order  of 
the  Interstate  Commerce  Commission  except  the  gentlemen  who  made 
them  or  influenced  their  making. 

Coal  exports  have  not  been  curbed,  idle  shipping  has  not  been  used, 
and  it  has  remained  possible,  according  to  the  testimony  of  Mr.  Wil- 
lard.  "  Under  the  rules  that  are  on  file  and  approved  by  the  Inter- 
state Commerce  Commission,  a  speculator,  if  you  please,  has  the  right 
to  buy  a  car  of  coal  and  ship  it  to  a  port  and  hold  it  there  indefinitelv, 
if  he  pavs  the  regular  public  charge  of  $2  a  day.  Now,  it  is  perfectly 
lawful  for  him  to  do  that." 

Now,  it  appears  it  is  the  intention  of  the  bituminous  coal  opera- 
tors, the  anthracite  coal  operators,  the  wholesalers,  and  the  retailers 
to  get  together  to  influence  legislation  to  prevent  the  issuance  of  con- 
tradictory figu  res  and  statements,  and  to  influence  legislation. 

Is  that  the    dea,  Col.  Wentz? 


-  *  •  . 

41*  • 
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Col.  Wentz.  There  has  been  a  good  deal  of  confusion  in  the  minds 
of  various  committees  which  have  tried  to  secure  information  with 
regard  to  the  coal  trade. 

Conflicting  statements  were  made,  or  statements  which  sounded 
conflicting,  by  representatives  of  the  various  four  branches  of  the 
coal  industry. 

I  personally  know  of  no  necessity  why  such  a  situation  should 
exist.  I  know  of  no  reason  why  facts  in  connection  with  the  coal 
industry  should  not  be  correctly  and  properly  stated  to  any  investi- 
gating bodv,  and  I  think  that  if  an  arrangement  could  be  made 
which  Would  bring  the  facts,  the  truth,  the  situation  as  it  exists, 
properly  to  the  attention  of  any  existing  body,  that  it  is  a  helpful 
step  in  the  right  direction. 

(The  following  is  the  buyer's  form  of  contract:) 

NEW   YORK   EDIiSON   CO.   FORM   OF  COAL  (CONTRACT. 

Agreement  made  at  the  city  of  New  York  this by  and  between 

(hereinafter  referred  to  as  the  seller)   and  the  New  Yorlc  Edison  CJo.,  of  the 
city  of  New  York  (hereinafter  referred  to  as  the  buyer)  : 

(1)  In  consideration  of  the  following  terras  and  conditions,  the  seller  agrees 

to  sell  and  deliver  and  the  buyer  to  buy  and  accept,  f.  o.  b.  cars  at  mines, 

gross  tons  of  bituminous  coal  of  good  marketable  quality  from  the  seller's 
mines  in .        » 

(2)  Delivery  to  be  made  during  the  year  at  the  rate  of . 

Such  delivery  and  acceptance  to  be  subject  to  strikes,  accidents,  car  shortage, 
and  other  causes  beyond  the  control  of  either  party.  Overshlpment  during  any 
week  shall  not  be  considered  to  be  delivery  on  account  of  any  other  week  with- 
ou"  the  approval  of  the  buyer. 

In  the  event  of  the  seller  being  unable  to  make  the  full  weekly  deliveries 
bcause  of  strikes  or  other  siiecifled  causes,  the  seller  agrees  that  the  amount  of 
coal  delivered  under  this  contract  each  week  shall  equal  (In  the  per  cent  that 
the  amount  delivered  bears  to  the  contract  requirement)  the  amount  (In  such 
per  cent)  delivered  to  any  other  of  the  seller's  customers  on  account  of  the 
seller's  contracts  with  them. 

(3)  Shipments  are  to  be  c<msigned  to  the  New  York  Edison  Co.,  classifica- 
tion   . 


(4)  The  price  to  be  paid  for  coal  delivered  under  this  contract  shall  be  $ 

per  gross  ton  f.  o.  b.  cars  at  mines.     This  price  is  based  on  the  present  pick- 
mining  rate  of cents  a  gross  ton  in  the  mining  district  In  which  the  above 

mine  is  located.     Should  then*  be  an  increase  or  decrease  in  such  pick-mining 

rate  effective  during  the  period  of  this  contract,  the  above  i)rlce  of  $ a 

gross  ton  shall  be  correspondingly  increased  or  decrease<l  by  times  the 

amount  of  such  increase  or  decrease  In  the  pick-mining  rate. 

(5)  rayment  shall  be  made  on  the  15th  of  each  month  for  the  pre<«Hllng 
month's  shipments.  Bills  to  be  rendered  by  seller  as  promptly  as  i>ossible.  Uall- 
road  weights  to  govern  all  settlements. 

(6)  This  contract  is  subject  to  all  the  regulations,  requirements,  and  c*ondl- 
tlons  Imposed  by  the  United  States  Fuel  Administrator  in  his  original  order, 
effective  7  a.  m.,  December  29,  1917,  and  to  any  modifications  of  such  original 
order  made  by  the  United  States  Fuel  Administrator ;  and  all  of  the  regulations, 
requirements,  and  conditions  of  said  order  or  orders  are  hereby  incori>orated 
herein,  with  the  same  force  and  effect  as  If  set  forth  at  length. 

In  witness  whereof  the  parties  hereto  have  signed  and  dellvereil  this  ugnH>- 
ment  the  day  and  year  first  above  written. 

The  New  York  Edison  Co.. 

Ry . 

ControUci. 
Approved. 


\  icr  rrrAidoit. 
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(The  following  is  the  seller's  form  (»f  ecmtract :) 

TERMS  AND  CONDITIONS. 

(1)  The  seller  will  not  be  responsible  for  the  performance  of  this  contract 
if  prevented  or  delayed  by  acts  of  God,  war,  shortage  of  labor,  strikes  or  sus- 
I)ensions  of  labor,  accidents,  shortage  of  cars,  interruptions  of  transportation  or 
navigation,  or  by  any  cause  beyond  its  control  affecting  the  carrying  out  of  the 
contract  in  the  ordinary  course  of  business  or  reducing  the  seller's  usual  output ; 
and  no  liability  shall  be  incurred  by  the  seller  for  damages  resulting  from  delay 
or  failure  in  deliveries  due  to  any  of  said  causes. 

The  seller  reserves  the  right  to  contract  tor  sale  of  the  mtire  estimated 
product  of  its  mines  and  if,  by  reason  of  the  foregoing  causes  or  any  thereof,  the 
seller  is  prevented  from  minjng,  shipping,  or  delivering  suflirient  coal  from  its 
mines  for  the  fulfillment  of  such  contracts  an«l  oiders  as  it  nov;  lias  m-  shall 
hereafter  take,  shipments  in  so  far  as  in  .selh'r's  coitrol  will  be  d  vldi^d  from 
time  to  time  in  a  fair  proportion  between  all  such  rontra<*ls  and  orders,  the 
seller  not  being  under  any  obligation  to  ol)tai!i  c<ml  for  tlu*  fnllillment  of  this 
CHMitract  from  sources  other  than  its  own  mines. 

(2)  T'niess  otherwise  specified,  all  coal  shall  he  tak*  r\  by  the  buyer  in  prac- 
tically equal  monthly  proportions  and  In  ca*je  of  failure  by  the  buyer  to  a^'Cept 
coal  month  by  month  as  agreed,  the  seller  at  its  option  mjiy  rtnluce  propor- 
tionately the  monthly  tonnage  still  to  b«»  lU'llvend  during  the  term  of  this 
contract. 

(3)  Terms  of  payments  are  of  tbe  essence  of  th;s  ('(iUtract  and  buyer's  failure 
to  make  payments  as  due  under  this  or  under  any  other  contrart  with  the  seller 
shall  at  the  option  of  the  seller  rell(we  t  from  liability,  hereui.der  and  from 
obligation  to  make  further  deliveries  under  this  or  any  other  such  (ontract.  and 
waiver  of  any  default  shall  not  be  deeme<i  a  waiver  of  any  default  thereafter 
arising. 

(4)  Coal  when  delivered  on  board  vessels,  boats,  or  barges  at  a  point  of 
.shipment  is  to  be  in  all  respects  at  the  buyer's  risk ;  bill  of  lading  or  other 
testimony  of  shipment  to  be  proof  of  delivery,  both  as  to  time  and  quantity. 

(.*))  Vessels  will  be  governed  in  respect  to  tinie,  tirder  and  manner  or  turn 
of  loading  at  the  loading  piers  by  the  rules  which  may  be  established  from 
time  to  time  by  the  owners  or  operators  of  said  i>iers,  and  no  claim  for  de- 
murrage will  be  allowed  by  seller. 

(6)  On  all-rail  sales  blUs  will  be  rendere<l  and  settlements  made  on  basis 
of  weight  as  ascertained  by  the  railroad  company's  scales  at  or  near  point  of 
shipment. 

(7)  The  contract  price  herein  provided  for  is  based  on  the  present  agree- 
ments with  the  miners  as  to  wages,  customs  and  conditions  of  employment 
and  any  increase  or  decrease  during  the  term  of  this  contract  In  the  present 
cost  of  production  causeii  by  changes  in  such  agreements  or  by  f'etleral  or  State 
statutes  or  regulations,  or  by  the  imposition  of  taxt^  on  coal  or  the  mining 
thereof,  or  by  subsequent  changes  In  the  rate  of  such  taxes,  shall  correspond- 
ingly increase  or  decrease  such  contract  price  on  any  tonnai^e  thereafter  de- 
livered. 

(8)  If  the  contract  price  Includes  railroad  and  boat  freight,  or  either  thereof, 
and  there  be  any  increase  or  decrease  in  any  such  rates  during  the  term  of  this 
contract,  or  any  increase  or  deerease  In  taxes  on  such  freight,  or  Imposition 
of  additional  taxes  thereon,  the  price  on  any  tonnage  delivered  hereimder  after 
the  changed  rate  or  rates,  or  increase  or  decrease,  or  imposition  of  taxes  become 
4'fPective  shall  be  correspondingly  increased  or  decreaswl. 

(9)  Coal  is  sold  for  delivery  only  at  place  of  destination  named  on  the 
reverse  side  hereof,  and  seller  will  not  make  shipments  to  any  other  points, 
nor  will  bu.ver  be  allowed  to  assign  or  transfer  this  contract  without  the 
seller's  consent  In  writing. 

(10)  The  price  at  the  mine  of  any  coal  delivered  under  this  contract  shall, 
with  respect  to  each  shipment  of  coal  hereunder,  not  exceed  the  price  at  the 
mine  as  fixed  by  the  President  of  the  Ignited  States,  or  by  the  United  States 
Fuel  Adndnistrator  under  authority  of  the  President,  and  in  effect  at  the  date 
of  such  shipment  from  the  mine. 

(11)  This  contract  shall  be  fortliwith  canceled  and  have  no  further  binding 
effect  upon  either  party  hereto  upon  receipt  of  a  request  or  an  order  from  the 
Unit'il  States  Fuel  Administrator  for  such  caiUH^llation  ;  and  in  case  of  such 
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cancellation  neither  party  hereto  shall  be  under  any  further  liability  to  the 
other  hereunder,  and  neither  shall  have  any  claim  against  the  United  States 
by  reason  of  such  contract  or  the  cancellation  thereof. 

(12)  Coal  delivered  hereunder  shall  be  subject  to  requisition  by  the  United 
States  Fuel  Administrator,  including  under  the  term  "  requisition  "  the  right 
to  divert  such  coal  to  any  other  party  than  the  buyer.  Such  requisition  may 
be  made  at  any  time  during  the  continuance  of  the  contract  and  prior  to  actual 
receipt  and  unloading  of  the  coal  so  requisitioned  at  the  point  of  ultimate 
destination  by  the  party  entitled  thereto  under  the  terms  of  this  contract. 
Such  requisitions  shall  be  made  at  the  going  Government  price  at  the  date  of 
shipment  from  the  mine  of  the  coal  so  requisitioned,  and  without  other  or 
further  liability  of  the  Government  to  either  party  hereto  than  the  payment 
of  such  price  and  freight,  so  far  as  either  party  hereto  may  at  the  time  of 
such  requisition  or  diversion  be  liable  for  such  freight  payment. 

(13)  The  terms,  conditions,  and  agreements  contained  on  this  page  and 
on  the  reverse  side  hereof  constitute  the  entire  contract  between  the  parties. 

The  Chairman.  Col.  Wentz,  the  natural  disposition  towards  this 
question  is,  that  when  it  was  brought  to  the  attention  of  the  public, 
as  it  has  been  to  me,  that  the  railroads,  the  White  House  and  the 
coal  operators,  Interstate  Commerce  Commission,  acting  together, 
results  in  practices  that  have  existed  during  this  past  summer,  in  so 
far  as  the  service  of  the  coal  operators  have  oeen  to  the  public,  bring- 
ing about  a  condition  that  means  two  or  three  times  the  value  of  the 
product,  warrants — I  do  not  want  to  use  the  word  "suspicion" — 
that  is  not  a  fair  word,  perhaps.  I  have  no  desire  to  charge  that 
any  man  is  not  conducting  his  business  fairly;  but  we  have  that 
story  in  the  morning  Herald^  that  grafting  has  been  going  on  and 
that  all  of  this  has  not  been  in  the  interests  of  the  public.  1  am  the 
last  man  in  the  world  £o  favor  Government  control  of  this  industry 
or  any  industry,  but  when  the  people  are  being  compelled  to  pay 
these  abnormal  and  outrageous  prices  under  the  circumstances,  why, 
somebody  must  take  pretty  drastic  action,  it  seems  to  me.  You  gen- 
tlemen have  a  right  to  run  your  business  in  your  own  interest,  but 
the  public  have  some  interest,  too. 

Col.  Wentz.  You  remember,  Mr.  Chairman,  that  as  a  result  of 
railroad  strikes,  strikes  in  the  coal  mines,  the  figures  of  the  Geologi- 
cal Survey  show  that  during  the  months  of  February,  April,  May, 
June,  and  July  of  the  year  1920,  the  production  of  bituminous  coal 
fell  to  a  point  where  it  did  not  meet  the  consumption  of  the  country, 
and  the  export  demand  of  the  country,  both  in  Canada  and  to  over- 
seas, and  provide  those  stocks  which  a  panicky  buyer  felt  he  should 
lay  in  to  protect  him  according  to  his  views,  and  the  views  of  every 
buyer  different. 

Such  a  situation  always  brings  up  an  unsettled  condition  of  price. 
You  had  the  same  unsettled  condition  in  the  price  of  oil,  price  of  pig 
iron,  price  of  steel,  and  the  price  of  innumerable  commodities  in  this 
country  this  summer.    It  has  not  been  coal  alone. 

The  Chairman.  The  Government  has  been  turned  inside  out  to 
take  care  of  the  coal  business. 

Col.  Wentz.  When  there  became  a  marked  shortage  of  coal,  the 
coal  operators  asked  that  enough  transportation  be  aflforded  to  re- 
store the  normal  production  oi  coal,  and  no  attention  was  paid  to 
that  request  or  the  figures  they  presented. 

It  was  only  when  the  governors.  Senators,  and  Congressmen  of 
New  England  and  of  the  Northwestern  States  went  to  the  White 
House  and  said  that  unless  coal  was  turned  to  them  in  larger  volume 
than  tliey  were  at  the  time  receiving,  those  districts  would  freeze  this 
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winter,  and  the  White  House  naturally  became  disturbed,  and  other 
governmental  officers  in  Washington  became  disturbed;  that  the  sit- 
uation was  recognized  as  acute.  I  was  told  that  the  White  House 
intended  to  appoint  a  fuel  administrator  and  reestablish  Federal  con- 
trol of  the  industry. 

Realizing,  as  I  did,  that  no  fuel  administrator,  no  matter  how  able 
he  was,  even  if  he  had  large  sums  of  money  at  his  conmiand  to  hire 
necessary  experts  to  assist. him  to  reestablish  distribution,  to  bring 
about  increased  production,  could  organize  a  large  enough  organiza- 
tion to  meet  the  situation  in  time  to  secure  any  results  for  the  country 
and  for  those  parts  of  the  country  which  were  particularly  hit  by 
the  coal  shortage. 

The  Chairman.  The  coal  administrator  might  have  fixed  the  price. 

Col.  Wentz.  It  took  Dr.  Garfield  six  months,  with  the  help  of  men 
who  are  considered  to  be  the  best  experts  in  the  United  States,  to 
work  out  a  proper  system  of  prices  for  bituminous  coal  in  this 
country. 

You  will  remember,  when  the  Federal  Trades  Commission  fixed  a 
blanket  price,  and  as  a  result  of  it,  what  happened  ?  No  production 
of  bituminous  coal — ^the  production  of  bituminous  coal  was  markedly 
decreased  under  prices  which  were  so  low  that  coal  could  not  hJe 
produced  and  sold  for  them.  1  know  those  facts,  I  know  those  con- 
ditions, and  they  prompted  me  to  tell  Mr.  Tumulty,  and  the  White 
House,  that  I  did  not  think  that  a  Federal  Fuel  Administrator  could 
be  established  and  administration  organization  could  be  made  effective 
in  time  to  give  any  required  results. 

You  will  remember  that  it  took  Dr.  Garfield  months  to  organize 
the  Fuel  Administration  organization.  He  had  in  that  organization 
some  of  the  ablest  coal  men,  some  of  the  ablest  railroad  men,  and 
some  of  the  ablest  lawyers  in  the  country,  who  were  working  for 
nothing ;  men  who  could  not  be  employed  by  the  Government  to-day 
except  that  at  prices  which  I  doubt  the  authority  would  b©  ffrantea 
to  pay  them,  and  many  of  the  men  who  worked  free  for  Dr.  Garfield 
would  not  have  been  in  position  to  have  accepted  government  em- 
ployment under  a  fuel  administrator  as  it  was  tx>-day. 

I  think  there  is  no  doubt  about  the  fact  that  if  a  fuel  adminis- 
trator had  been  appointed,  a  man  even  with  a  fairly  accurate 
knowledge  of  the  situation  as  it  existed  we  would  have  an*  awful 
situation  in  connection  with  fuel  in  this  country. 

I  told  Mr.  Tumulty  that  I  thought  that  was  the  fact;  I  told  him 
I  thought  that  if  the  Interstate  Commerce  Commission  could  be 
inducea  to  provide  the  necessary  legal  authority  to  forward  coal  in 
rather  unusual  quantities  to  the  Northwest  and  to  New  England  for 
a  short  time,  their  supply  could  be  amply  protected  without  caus- 
ing any  real  calamity  to  the  rest  of  the  consumers  in  the  United 
States,  and  I  further  told  him  I  thought  the  Interstate  Commerce 
Commission  had  all  the  necessary  authority  to  issue  orders  to  bring 
about  that  system  of  forced  distribution  in  certain  directions  to  meet 
temporary  emergencies  in  those  sections  of  the  country. 

It  you  will  review  the  history  of  the  Federal  Fuel  Administration, 
of  the  length  of  time  it  took  to  fix  prices,  we  have  only  met  this 
emergency  90  days  ago  and  it  has  ceased  to  exist.  There  is  no  emer- 
gency to-day  in  the  bituminous  coal  business. 

The  Chaibman.  We  have  letters  here,  six  days  ago. 
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Col.  Wentz.  There  is  an  inside  story  in  connection  with  that. 
There  is  no  real  fuel  emergency  to-day.  There  are  quantities  of  con- 
sumers of  bituminous  coal  in  New  England  who  have  coal  bought 
under  cheap  contracts,  who  are  stopping  shipments  on  those  contracts, 
because  they  do  not  want  coal  at  any  price;  and  the  same  is  true 
throughout  other  parts  of  the  United  States. 

There  is  an  ample  supply  of  bituminous  coal. 

The  Chairman.  At  spot  prices? 

Col.  Wentz.  At  spot  prices,  moving  on  mine's  contracts.  There 
are  a  few  sections  oi  the  country  where  the  car  supply  is  still  short 
of  100  per  cent  of  the  common  ratings. 

The  Chairman.  I  do  not  see  how  you  are  going  to  be  able  to  con- 
vince the  people  of  America  that  to-day  the  conditions  exist  as  you 
gentlemen  say.  Men  who  want  coal  immediately  have  to  go  out  and 
pay  theprices  they  have  to-day. 

Col.  Wentz.  I  testified  spot  prices  for  the  good  grades  of  bitumi- 
nous coal  at  mines  in  West  Vir^nia  and  Pennsylvania  are  as  low 
as  $5  per  ton  at  the  mines,  and  if  you  will  take  the  contract  price 
of  last  spring  of  from  $3.50  to  $4  in  those  fields  and  add  to  them 
the  two  increases  which  had  been  made  in  wages  since  they  were 
made  you  will  find  that  $5  is  a  fair  and  reasonable  price  for  most 
consumers  and  probably  the  price  which  these  gentlemen  would  pay 
on  their  contracts  to-day  would  be  very  qlose  to  $5  a  ton,  and  1  d© 
not  think  they  are  suffering  any  terrific  hardship ;  and  in  the  last  two 
or  three  weeks  I  think  the  supply  of  coal  has  commenced,  bituminous 
coal  has  commenced  to  equal  and  in  some  instances  exceed  the  con- 
sumption. 

The  Chairman.  If  I  wanted  spot  coal  to-day,  for  an  industry  I 
owned,  what  would  I  have  to  pay  for  it  here  to-day,  in  New  York, 
for  spot  coal? 

Col.  Wentz.  Senator,  at  the  mines,  in  the  districts  whicli  supply 
New  York  good  grades  of  coal,  steam  coal  can  be  bought  sj>ot  at 
from  $5  to  $6  a  ton  at  the  mines,  which  is  very  close  to  wliat  con- 
tracts would  figure  out  under  the  wage-scale  advances. 

I  think  the  spot  prices  to-day  are  very  close  to  the  contract  price 
in  most  of  the  large  producing  districts,  and,  in  my  opinion,  you 
are  going  to  see  it  below  the  contract  price  in  most  of  these  large 
producing  districts  within  30  days,  and  probably  a  shorter  time. 

The  C&AiRMAN.  Do  you  contend  that  the  Northwest  and  New 
England  to-day  has  all  the  coal  they  need  for  the  winter? 

Col.  Wentz.  New  England,  I  am  advised,  has  all  the  coal  it  wants, 
all  the  coal  it  can  use ;  that  its  stocks  are  in  excess  of  its  requirements, 
at  some  points;  and  that  buyers  of  coal  under  contract  made  last 
spring  when  prices  were  then  considered  reasonable  and  were  rea- 
sonable, are  not  taking  coal  under  those  contracts,  but  have  stopped 
shipments  on  them  because  they  have  more  coal  than  they  want. 
That  can  be  proved. 

The  Chairman.  AVhat  is  your  information,  Mr.  Miller? 

Mr.  Miller.  My  information  is  that  those  New  England  firms 
are  sending  their  buyers  now  to  the  coal  mines,  and  since  this  meet- 
ing at  Cleveland,  prices  stiffened  from  $6  to  $8,  unless  thej  have 
fallen  since  then.  Immediately  after  the  meeting  they  had  stiffened. 
They  have  given  up  thought  oi  good  tidewater  coal  at  all ;  that  takes 
from  23  to  35  days  to  get  a  car  of  coal  in  after  it  is  bought  by  rail. 
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Col.  Wbntz.  The  shipments  to  New  England  by  rail  of  bitumi- 
nous coal  and  anthracite  coal  in  the  first  9  months  of  1920  exceeded 
the  shipments  which  went  into  New  England  by  rail  in  1918,  the 
whole  year,  the  whole  12  months,  or  any  of  the  6  preceding  years. 

Mr.  Miller.  How  did  the  water  transportation  fall  on  ? 

Col.  Wentz.  The  water  transi)ortation  is  less  because  the  water 
rates  were  advanced  by  the  Shipping  Board  to  a  point  where  the 
water  rate  plus  the  rail  rate  from  the  mines  to  the  tidewater  point 
averaged  about  $1  a  ton  higher  than  the  rail  rate,  and  the  New " 
England  people  insisted  on  buying  their  coal  all  rail  so  as  to  get  it 
on  a  cheaper  transportation  charge  than  if  they  bought  it  by  water. 

In  the  old  days  and  during  the  year  1917  >iew  England  normally 
took  two-thirds  of  its  coal  by  water  and  one-third  by  rail. 

So  far  this  year  the  rail  shipments  have  exceeded  45  per  cent. 

Mr.  Miller.  Does  it  not  cost  more  to  go  to  Hampton  Koads  and 
the  ship  have  to  wait  for  its  turn  to  get  in  there  and  get  the  coal? 
It  does  cost  each  ship  more  to  do  that.  There  are  many  ships  waiting 
for  export  coal,  and  the  docks  are  all  full  of  export  coal — about  two 
million  and  odd  tons  a  month  export  coal  busmess.  They  have  to 
wait  until  they  can  get  in  there. 

Col.  Wentz.  That  has  nothing  to  do  with  the  freight  rate. 

Mr.  Miliar.  It  has  something  to  do  with  the  cost  of  operating  a 
ship? 

Col.  Wentz.  It  has  something  to  do  with  the  cost  of  operating 
a  ship.  The  present  freight  rates  are  too  high  by  a  dollar  a  ton  for 
the  New  England  business;  and  that  situation,  Mr.  Miller,  has 
always  been  more  or  less  as  it  is  to-day. 

Mr.  MiijjijR.  You  would  not  say  it  cost  more  to  operate  a  ship  to 
have  it  go  down  there  and  wait  a  week  than  to  turn  right  around  and 
come  out? 

Col.  Wentz.  Certainly  I  would  say  that  it  cost  more,  but  I  say 
waiting  a  week  is  just  a  normal  condition. 

Mr.  MiiXER.  Was  not  normal  in  time  gone  by? 

Col.  Wentz.  Frequently  they  have  waited  two  weeks  in  times 
gone  by.  I  have  known  an  export  steamer  in  the  last  two  months  to 
wait  46  days  for  the  cargo. 

The  Chairman.  That  has  happened,  and  I  know  that  from  my 
own  information.  That  tends  to  tremendously  increase  the  cost  of 
shipping  the  coal,  it  seems  to  me.  Some  one  has  to  stand  for  this  de- 
lay of  the  ship. 

Col.  Wentz.  The  rates.  Senator,  to  New  England  used  to  be  about 
60  cents  a  ton  from  Norrolk  to  New  England  ports,  like  Boston,  an 
average  New  England  port.  You  know  what  they  are  to-day.  That 
takes  m  some  advance  in  expense  of  operation. 

Mr.  Miller.  Experts  advise  me,  Mr.  Chairman,  that  while  the 
rates  were  60  cents  before  the  war,  and  while  they  are  now  $2.75, 
they  could  be  reduced  to  $1.80  if  the  (locks  were  not  overcrowded  with 
export  business. 

Col.  Wentz.  I  do  not  think  that  is  a  fair  statement  of  the  situation. 
I  do  not  think  the  delay  at  the  docks,  the  loading  docks,  is  $1  a  ton 
or  anvthing  like  it.    I  do  not  think  thev  can  substantiate  it. 

Mr.  Miller.  We  have  the  case  of  a  ship  sent  down  from  the 
Boston  elevated  railroad,  got  into  Hampton  Roads  on  the  3d  and 
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waited  there  until  the  23d  waiting  for  a  cargo,  and  then  went  home 
with  half  a  cargo. 

Col.  Wentz.  I  would  say  that  she  was  very  badly  managed.  That 
is  my  only  comment  on  that,  because  I  know  sometHing  about  loading 
ships  at  tidewater  ports  myself. 

Mr.  MiLLEB.  They  were  offering  her  coal  at  $22  a  ton,  and  I  believe 
finally  she  went  away  with  half  a  cargo  at  $14. 

Co!.  Wentz.  When  was  that? 

Mr.  Miller.  In  August. 

Col.  Wentz.  That  is  rather  ancient  history.  I  am  talking  of  the 
present  situation.  That  was  when  it  was  as  bad  as  it  could  be.  That 
is  not  so  to-day. 

Mr.  Miller.  I  would  like  to  ask  Col.  Wentz  if  he  knows  who  the 
Fuel  Administrator  was  just  prior  to  the  last  Fuel  Administrator? 

Col.  Wentz.  We  only  had  one ;  that  is  Dr.  Garfield. 

Mr.  Miller.  Was  not  the  President's  nephew  the  man  who  finally 
relinquished  control ;  did  he  not  succeed  Garfield  ? 

Col.  Wentz.  He  worked  under  him. 

Mr.  Miller.  He  was  the  acting  Fuel  Administrator  when  the  ad- 
ministration ceased  ? 

Col.  Wentz.  Oh,  no:  he  was  not  there  when  the  administration 
ceased:  they  let  him  out. 

Mr.  Miller.  It  was  not  your  fear  that  he  would  be  reappointed 
that  made  your  wholesale  coal  association  oppose  the  appointment  of 
a  Fuel  Administrator,  was  it? 

Col.  Wentz.  I  had  no  individual  in  mind;  I  had  a  condition,  a 
fact,  which  existed. 

Mr.  M1LI.ER.  Mr.  Chairman,  I  would  like  to  quote  a  little  further 
from  Col.  Wentz,  paragraph  19,  which  is  to  the  effect  that  in  connec- 
tion with  the  various  phases  of  their  troubles  as  they  have  developed 
during  the  past  three  months,  they  wish  to  say  that  the  situation  has 
been  a  political  one  and  the  task  has  been  to  meet  a  political  move  in 
one  direction  and  another  as  it  has  been  made. 

In  paragraph  marked  "  20  "  Col.  Wentz  is  quoted,  in  substance,  as 
saying  that  some  politicians  in  the  Northwest  saw  an  opportunity  to 
stir  up  anxiety,  and  by  the  1st  of  July  protests  from  all  of  the  gov- 
ernors of  the  A  ortlnvestern  States,  from  Senators  and  Congressmen, 
and  from  many  other  politicians  not  holding  office,  but  who  thought 
they  might  hold  office  if  they  could  l)ecome  prominent  by  reason  of  a 
great  shortage  of  ccial  in  that  territory,  becfiin  to  pour  in  telegrams  on 
the  White  House  and  to  literally  bombard  the  White  House;  that  im- 
mediately New  England  took  up  the  same  hue  and  cry;  that  the  situa- 
tion was  developed  politically  to  a  point  where  a  large  delegation  went 
to  Washington,  united  with  the  northwestern  politicians,  and  de- 
manded a  fuel  administrator. 

It  has  been  stated  to  this  Senate  committee  that  these  movements  in 
the  Northwest  and  New  England  were  entirely  nonpartisan  and  were 
industrial  and  economic  in  their  nature,  and  that  the  daily  relations, 
for  weeks  at  a  time,  between  Col.  Wentz  and  Mr.  Tumulty  and  Mr. 
Tumulty's  assistant,  Mr.  Alvord,  who  Col.  Wentz  has  said  was  of 
great  assistance  to  the  National  Coal  Association  in  arranging  to  meet 
political  situations  as  they  arose  in  different  parts  of  the  country. 
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might  better  be  characterized  as  political  than  the  action  of  the  North- 
west and  New  England  to  get  their  coal. 

Col.  Wentz.  iir.  Chairman,  may  I  make  a  remark  in  connection 
with  that  statement  ? 

The  (Chairman.  Yes. 

Col.  Wentz.  At  no  time  did  Mr.  Alvord  or  Mr.  Tumulty  or  I  have 
any  discussion  of  the  situation  from  a  political  standpoint. 

Our  only  efforts  at  cooperation  was  to  secure  results  which  would 
increase  the  supply  of  bituminous  coal  mined  in  the  United  States, 
and  those  results  have  been  successful. 

In  New  England  there  was  press  propaganda ;  there  were  telegrams 
from  the  governors  to  Washington ;  there  were  printed  attacks  on  the 
coal  operators  complaining  of  their  inefficiency  to  manage  their 
business. 

I  have  never  in  the  25  years  of  my  experience  in  the  coal  business 
known  of  such  an  organized  propaganda  in  connection  with  any  com- 
mercial business  as  was  put  out  in  New  England  in  July. 

The  Chairman.  I  know  of  one  greater;  the  propaganda  against 
real  estate  owners  of  the  State  of  New  York,  in  the  city  of  New  York. 

Col.  Wentz.  I  stand  corrected,  sir. 

The  Chairman.  And  that  propaganda  was  strong  enough  to  go  to 
Albany  and  have  legislation  enacted  which  to-day  is  on  the  books, 
permitting  the  lower  courts  of  the  city  to  fix  the  amount  of  rent ;  so 
you  see  you  have  to  keep  your  feet  on  the  groimd. 

Mr.  ]VfiLLER.  But,  nevertheless,  Mr.  Ah'ord  was  helpful  and  of 
great  assistance  to  the  National  Coal  Association  in  arranging  to 
meet  political  situations  as  they  arose  in  different  parts  of  the  coun- 
try. How  did  he  assist  you  in  other  ways  in  meeting  those  situa- 
tions? 

Col  Wentz.  Mr.  Alvord  had  a  great  deal  of  information  submitted 
to  him  in  connection  with  shortages  of  coal  which  did  not  reach  me. 
He  got  many  complaints  through  official  Washington,  very  often  from 
Congressmen  and  other  legislators,  and  it  was  only  through  his 
transmitting  that  information  and  what  seemed  to  be  an  emergency 
requirement  of  certain  sections  of  the  country  to  me,  that  we  were 
able  to  bring  about  through  the  cooperation  ol  operators  at  different 
points,  relief  to  those  consumers. 

It  seemed  to  me  that  there  was  a  tremendous  amount  of  political 
pressure  being  exercised. 

Politics,  as  1  have  said,  was  not  discussed  with  Mr.  Alvord,  and  he 
in  no  way  interested  himself  at  any  time  with  any  political  phase  of 
the  situation. 

The  Chairman.  There  was  nothing  said  or  done  indicating  the 
desire  of  the  White  House  to  stop  these  complaints,  fearing  they 
might  affect  the  administration  ? 

Col.  Wentz.  None  at  all. 

The  (^HAiRMAN.  Nor  was  there  anything  said  or  done  tending  to 
encourage  Tumulty's  political  party,  to  help  them  in  this  matter? 

Col.  Wentz.  None  at  all. 

The  Chairman.  Then  the  political  situation  referred  to  was  sim- 
ply one,  if  I  can  judge  from  the  quotations  and  from  your  remarks, 
where  men  on  both  sides  were  trying  to  profit  politically  by  being 
active  in  behalf  of  getting  the  people  coal  ? 

Col.  Wentz.  You  have  expressed  it  exactly. 
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The  Chairman.  Is  not  that  a  commendable  thing  on  the  part  of 
public  men,  trying  to  take  care  of  their  constituents,  getting  them 
coal? 

Col.  Wentz.  I  think  it  is  an  excellent  thing. 

The  whole  situation  was  one  which  required  a  production  of  coal. 
The  more  writing  about  it  there  was  the  more  earnest  everybody 
connected  with  the  situation  became. 

The  Chairman.  I  referred  a  moment  ago  to  the  situation  in  New 
York  City  here — the  rent  situation,  the  rent  crusade  here.  You 
know  that  our  builders  in  the  city  of  New  York  in  the  main  are  as 
conscientious  in  their  line  as  any  business  in  America.  The  builders 
were  not  responsible  for  the  abnormal  increase  of  rents.  It  was  the 
men,  in  the  main,  who  sold  those  buildings.  Now,  these  rent  laws 
have  been  fixed  upon  everybody,  and  the  rent  laws  had  to  be  passed 
because  the  conditions  were  so  that  it  would  have  resulted  in  riots 
if  it  would  have  waited  longer;  there  would  have  been  conditions 
almost  of  riot  here. 

But  it  has  destroyed  the  building  industry ;  it  has  stopped  it  flat. 
There  are  lots  of  honest  coal  operators  undoubtedly;  1  will  not 
assume  that  the  great  majority  oi  them  are  not  honest,  I  would  as- 
sume that  the  great  majoritj'^  of  them  are  honest,  but  a  portion  of 
them,  by  their  manipulation  of  the  shortage  of  cars  and  fuel,  have 
left  the  impression  in  the  ipinds  of  the  public  that  they  have  profited 
abnormally  this  past  year,  and  you  gentlemen  who  are  the  responsible 
men  of  the  operators'  association  liave  got  your  work  cut  out  for 
you,  to  convince  the  public  that  it  has  not  been  so,  that  you  and  other 
honest  men  in  the  organization  have  not  pronted  abnormally  in 
your  business;  and  it  is  very  serious,  and  the  country  is  aroused  by 
it  almost  as  much  as  they  were  against  the  rent  profiteers;  and  if 
coal  is  difficult  to  get  this  winter  and  prices  are  unusually  high,  I  do 
not  know  what  might  happen. 

Col.  Wentz.  I  quite  agree  with  you  that  the  situation  is  serious, 
but  the  real  answer  is  to  get  coal  and  it  is  being  gotten. 

The  Chairman.  To  get  it  at  a  fair  price. 

Col.  Wentz.  Senator 

The  Chairman.  You  see,  we  have  got  to  have  fuel  to  prevent  us 
from  freezing  to  death,  and  there  is  larojely  in  the  minds  of  the  public 
that  the  coal  operators  have  been  profiteering.  You  might  take  the 
shoe  business,  or  the  clothing  business,  or  the  furniture  business;  you 
have  not  got  to  have  all  of  those  things ;  you  can  wear  your  old  clothes 
or  old  shoes,  or  you  can  use  your  old  furniture,  but  you  have  to  have 
coal ;  and  that  comes  pretty  close  to  the  people. 

Col.  Wentz.  I  think,  iSenator,  you  would  be  amazed  to  know  the 
low  average  prices  at  which  a  tremendous  percentage  of  bituminous 
coal  has  been  sold  for  in  this  country ;  I  am  getting  some  figures  to- 

f ether  on  that,  but  I  do  know  that  the  average  prices  received  by 
alf  a  dozen  or  the  largest  producers  of  bituminous  coal  in  the  coun- 
try— and  by  that  I  mean  corporations  which  produce  in  excess  of 
10,000,000  tons  annually — their  average  prices  received  are  below  $4 
a  ton  at  the  mines,  and  you  will  find  that  hardly  any  of  them  have 
sold  any  coal  at  a  figure  in  excess  of  $5  to  anybody. 
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Now,  I  realize  that  it  is  going  to  be  necessary  to  get  some  facts 
before  the  public  is  going  to  believe  that,  but  we  in  the  business 
know  it. 

The  Chairman.  You  know,  when  men  come  before  this  committee 
and  state  that  they  were  compelled  to  pay  ten  and  twelve  and  thirteen 
dollars,  as  they  have  in  some  cases,  tor  spot  coal  at  the  mines,  and 
then  we  understand  that  coal  was  sold  at  a  profit  four  or  five  years 
ago  at  $2.50  a  ton,  it  is  pretty  difficult  to  convince  the  public,  when 
they  have  also  the  additional  knowledge  that  coal  operators,  in  con- 
junction with  the  railroads,  have  been  responsible  for  the  language  of 
the  prioritv  orders,  that  there  is  not  some  inside  scheme  by  which 
somebody  has  done  these  things  with  the  knowledge  of  the  authori- 
ties. 

Col.  Wentz.  It  is  onlv  fair 

The  Chairman.  Ana  when  they  read  the  newspapers  this  morn- 
ing that  they  have  been  grafting  in  the  railroads  and  public  service 
and  Interstate  Commerce  CommSfeions. 

Col.  Wentz.  In  considering  the  increase  in  cost  of  production,  you 
must  remember  that  the  average  cost  of  production  of  most  basic  ma- 
terials, of  most  service,  has  at  least  doubled  since  the  prewar  period. 
You  must  remember  that. 

The  Chairman.  The  average  cost  of  production? 

Col.  Wentz.  Of  production  of  basic  materials. 

The  Chairman.  What  does  it  cost  to  produce  a  ton  of  coal  and  put 
it  on  a  car;  a  dollar  a  ton? 

Col.  Wentz.  Oh^  dear  me,  no.  I  testified  that  in  Virginia — that 
is  the  only  place  I  am  familiar  with  as  an  operator  in  bituminous 
coal — it  costs  from  $2.50  to  $4,  I  think  my  testimony  was.  Let  me 
check  that ;  $2.50  to  $4. 

The  Chairman.  What  are  the  labor  costs,  the  actual  labor  costs, 
to  produce  a  ton  of  coal  to-day  in  Virginia  ? 

Col.  Wentz.  Seventy-five  per  cent  of  the  total  cost  of  production 

fenerally  throughout  the  bituminous  coal-producing  districts  of  the 
Fnited  States  would  be  for  labor. 

The  Chairman.  If  it  costs  $3  to  produce  a  ton  of  coal,  75  per  cent 
is  labor? 

Col.  Wentz.  Approximately. 

The  Chairman.  And  these  costs,  these  labor  costs,  have  doubled 
in  five  years? 

Col.  Wentz.  Oh,  yes ;  they  are  more  than  trebled  in  five  years. 

The  Chairman.  Are  the  wages  of  your  men  to-day  three  times  what 
they  were  five  years  ago? 

Col.  Wentz.  I  think  so ;  yes,  sir. 

The  Chairman.  What  do  you  pay  as  wages  to-day  for  a  coal  miner? 

Col.  Wentz.  The  minimum  pay,  the  minimum  day  wage  for  a 
laborer  in  and  about  a  coal  mine  is  $7,  union  fields. 

The  Chairman.  WTiat  pay  did  he  receive  five  years  ago? 

Col.  Wentz.  $2.50.  I  am  pretty  close  on  my  estimate  of  three; 
roughly,  it  is  about  three  times. 

The  Chairman.  I  think  the  gist  of  the  whole  thing.  Colonel,  is 
that  the  coal  operators  throughout  the  country  had  failed  to  keep 
their  contracts. 

3915—21— VOL  1 no 
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Col.  Wentz.  You  must  remember,  though,  that  a  contract  can  not 
be  filled  unless  you  can  get  cars  to  ship  the  coal  in.  Now,  there  may 
have  been  coal  operators,  and  probably  there  were,  who  violated 
their  contracts  but  the  responsible  coal  operators  of  the  country 
(•an  show  that  they  have  lived  up  faithfully  to  their  contracts. 

The  Chairman.  The  gist  of  that  again  is  this :  It  was  always  pos- 
sible to  get  coal  if  you  paid  for  it. 

Col.  Wentz.  I  do  not  think  that  is  the  situation  in  connection 
with  the  responsible  coal  operators,  because  I  have  personal  knowl- 
edge; but  I  believe,  referring  again  to  the  10  large  producing  bitu- 
minous coal  companies,  that  none  of  them  were  selling  spot  coal. 

The  Chairman.  What  proportion  of  the  entire  bituminous  supply 
is  there  mined  by  the  10  large  operators  ? 

Col.  Wentz.  Thev  probablj^  mine  100,000,000  tons  a  year. 

The  Chairman.  What  proportion  to  the  whole? 

Col.  Wentz.  About  one-sixth.  I  merely  quote  them  because  I 
happen  to  know  of  them.  Now,  thfere  are  hundreds  of  others  in  the 
same  clisiss  with  them. 

Mr.  Miller.  Mr.  Chairman,  I  would  like  to  ask  Col.  Wentz  if, 
in  keeping  with  the  great  duty  of  man  to  man — namely,  the  ful- 
fillment of  commitments  upon  which  one  man  has  to  depend  on 
another — it  would  not  be  well  to  endeavor  through  his  strong  asso- 
ciation to  devote  its  energies  to  gathering  facts,  reasons,  and  argu- 
ments as  to  why  contracts  should  be  kept;  to  send  that  out  to  his 
membership;  and  in  event  of  a  seller  being  unable  to  make  fidl 
weekly  deliveries  because  of  strikes  or  other  unavoidable  causes, 
that  the  seller  agree  that  the  amount  of  coal  delivered  under  his 
contract  each  week  equal  in  per  cent  that  delivered  to  any  other  of 
the  seller's  contract  customers,  and  that  the  seller  avoid  all  delivery 
of  spot  coal,  or  speculative  coal,  or  export  coal  while,  man  to  man. 
he  is  under  obligation  to  another  man  to  make  good  a  commitment  ? 

Col.  Wentz.  Spot  coal  is  all  right.  I  am  not  speaking  as  presi- 
dent of  the  association.  I  am  speaking  as  an  individual  operator. 
I  never  had  any  contract  in  my  life  which  permitted  me  to  ship  any 
spot  coal,  and  1  never  expect  to  make  one. 

With  regard  to  export  coal,  why  is  not  a  contract  entered  into 
m  good  faith  with  a  French  railroad  as  much  of  an  obligation  as 
a  contract  entered  into  in  good  faith  with  an  American  railroad? 
And  if  I  did  enter  into  such  a  contract  and  had  a  pro  rated  delivery 
clause  in  my  contract,  would  I  not  be  liable  for  damages  to  the 
foreign  road  if  I  neglected  to  ship  it  a  just  proportion  of  my  pro- 
(hietion,  or  would  I  not  be  liable  to  damages  to  the  American  rail- 
road if  I  failed  to  ship  it  in  just  proportion  of  my  production?  1 
hardly  see  where  the  legal  liability  and  moral  responsibility  differ. 

Mr.  Miller.  Supposing  you  shipped  it  to  both  pro  rata  and 
shipped  it  for  spot  rather  than  shipping  it  to  spot  market  at  higher 
prices? 

Interstate  Commerce  Commissioner  Clyde  B.  Aitchison  testified 
here  on  the  13th  of  August,  and  when  he  was  asked : 

Has  it  ever  been  suggested  that  coal  was  being  lield  back  for  hipbcr  pricn^K  or 
speculation? 

He  answered: 

I  have  not  any  doubt  of  It  There  has  been  the  greatest  crossing  of  orders, 
double-crossing  of  orders,  and  double-crossing  of  consignees  and   those    that 
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have  had  contracts  for  the  last  90  days  that  I  have  ever  known  about  in  my 
business  experience.  That  is  abundantly  established.  We  have  moved  coal. 
It  has  been  moved  and  delivered  in  such  quantities  that  there  ought  not  to  be 
any  occasion  for  panic.  But  there  has  been  the  excuse  of  car  shortage  and  the 
excuse  of  labor  trouble.  The  result  has  been  that  certain  unscrupulous  mine 
owners,  I  have  no  doubt,  and  i)erhaps  (*ertaln  brokers  who  linve  conrrncts  with 
the  railroads,  with  construction  companies  of  one  Itind  or  anotiier,  witli  indus- 
tries, with  wholesalers  and  with  retailers  of  coal,  that  have  deliberately  witli- 
held  the  fulfilling  of  their  contracts  in  order  that  they  might  have  coal  for  the 
market. 

Xow,  Commissioner  Aitchison  has  been  following  this  pretty 
closely,  and  this  is  his  opinion  and  his  testimony  before  our  com- 
mittee. 

Col.  Wentz.  I  heartily  condemn  any  such  practice,  naturally. 

Mr.  Miller.  We  brought  this  to  your  attention  on  the  13th  of 
August.    Have  you  done  anything  to  remedy  it  since  that  time  ? 

Col.  Wentz.  l^ersonally  I  have  done  everything  I  can  to  remedy 
it  since  that  time.  As  I  told  you,  on  the  13th  of  August,  as  president 
of  the  National  Coal  Association,  under  the  by-laws. and  rules  of  the 
association,  I  have  not  been  permitted  to  discuss  prices  or  contract 
conditions.  That  is,  in  my  mind,  one  of  the  misfortimes  of  the 
Sherman  Act. 

The  Chairman.  You  do  not  believe  that  if  you  call  together  mem- 
bers of  your  organization  and  urge  them  to  live  up  to  their  con- 
tracts, so  as  to  avoid  this  condemnation  of  the  industry,  to  fulfiU  to 
the  letter  their  agreements,  the  agreements  that  they  made,  that 
would  be  violating  the  law  ? 

Col.  Wentz.  It  does  not  sound  so. 

The  Chairman.  I  would  take  it  to  the  Senate  and  have  it  made 
immune  if  it  did. 

Col.  Wentz.  That  would  be  preferable.  It  does  seem  absurd,  but 
there  has  been  so  many  instances,  for  instance,  the  hardwood  lumber 
case ;  they  went  a  little  further,  but  lawyers  differ  so  much  as  to 
jast  where  you  draw  the  line.  But  I  do  say  that  I  have  personally 
done  all  the  work  I  can  in  that  direction  with  every  coal  operator  1 
could. 

The  Chairman.  It  seems  to  me  that  if  a  copy  of  that  testimony  of 
Commissioner  Aitchison  should  be  sent  to  every  coal  operator  in 
America  and  placed  before  each  of  them  with  the  alternative  of  con- 
trol by  a  coal  administrator,  or  of  the  price  through  Congress,  that 
that  would  wake  them  up. 

Mr.  Miller.  Col.  Wentz,  should  the  Attorney  General  give  you  an 
assurance  that  you  could  meet  and  discuss  the  fulfillment  of  eon- 
tracts,  would  you  feel  that  the  matter  was  of  sufficient  importance 
to  propose  to  your  association  that  they  amend  the  by-laws  to  the 
extent  of  enabling  them  to  do  so  ? 

Col.  Wentz.  It  the  Attorney  General  has  the  authority  to  take 
such  action,  and  his  successor  will  confirm  that  authority  and  not 
bring  prosecutions — that  is  the  trouble  with  the  situation;  if  a  suc- 
ceeding Attorney  General  takes  a  different  view,  he  can  bring  prose- 
cutions; it  is  a  contract  agreement  affecting  the  law  that  you  sug- 
gest ;  that  is  the  size  of  it  and  that  is  the  whole  difficulty. 
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(It  was  requested  that  the  following  papers  be  copied  into  the 
record:) 

New  Yobk  Edison  Co., 
Ibving  Place  and  Fifteenth  Street, 

New  York,  November  5,  1920. 
Mr.  FRANKLIN  T.  MnxEB, 

Special  Committee  on  Reconstruction  and  Production^ 
United  States  Senate, 

New  York,  N,  Y, 

Mt  Deab  Mb.  Miller  :  At  the  request  of  Mr.  Lleb  I  am  sending  you  herewith 
copy  of  a  telegram  which  was  sent  to-day  to  the  Interstate  Commerce  Commis- 
sion by  the  national  committee  on  gas  and  electric  service. 
Yours,  very  truly, 

F.  W.  Jesser, 
Secretary  to  Vice  President. 

(On  the  envelope,  appeared  the  following  pencil  notation:) 

Interstate  Commerce  Commission  must  assign  cars  u^;ider  Service  Order  No. 
21  for  transportation  of  coal  to  Public  Utilities  in  order  to  prevent  actual 
shutdowns  of  gas,  electric  light,  and  power  companies.  Since  October  15, 
when  such  assignments  were  canceled,  shipments  have  fallen  oft  from  100  per 
<!ent  to  53  per  cent  of  actual  dally  requirements. 

(The  following  is  a  carbon  copy:) 

novembkr  5,  1920. 
Interstate  Commerce  Commission, 

Washington,  D,  C, 

The  national  committee  on  gas  and  electric  service  representing  public 
utilities  throughout  the  country  engaged  In  serving  the  public  with  gas,  street 
railway,  and  electric  light  and  power  service  have  considere<l  the  statements 
made  to  it  by  Its  committee  members  and  the  report  submitted  to  it  by  its  secre- 
tary, Mr.  G.  W.  Elliott,  of  the  results  of  the  operation  of  the  cooperative  process 
under  the  new  Order  21  which  has  taken  the  place  of  Order  16  under  which  car 
assignments  to  public  utility  companies  had  previously  made  their  operations 
possible. 

The  committee  respectfully  urges  that  the  data  submitted  to  it  of  the  opera- 
tions during  the  week  October  15  to  23  shows  diminished  coal  shipments  amount- 
ing to  53  per  cent  of  their  dally  requirements  and  confirms  its  belief  that  the 
present  situation  is  intolerable  and  seriously  jeopardizes  the  continued  opera- 
tion of  the  public  utilities  particularly  In  view  of  their  rapidly  diminishing  and 
meagre  reserve  supply  with  which  they  are  facng  the  serous  situation  which 
arises  regularly  every  winter  du^  to  transportation  interruptions,  labor  dis- 
turbances, embargoes,  snow  storms,  etc. 

The  National  Committee  on  Gas  and  Electric  Service  respectfully  urges 
that  steps  should  be  taken  at  once  by  the  Interstate  Commerce  Commission  to 
secure  immediately  a  sufficient  supply  of  coal  to  protect  the  vital  public  services 
which,  under  present  conditions,  we  find  are  now  seriously  menaced. 

We,  would  urge  that  the  Interstate  Commerce  Commission  arrange  at  once 
for  the  providing  of  an  adequate  supply  of  cars  at  the  mines  to  secure  to  utili- 
ties at  this  time  a  sufficient  and  dependable  supply  of  coal. 

The  experience  of  managers  of  utility  properties  leaves  no  question  of  the 
imperative  need  for  the  accumulation  of  adequate  fuel  reserves  before  winter 
sets  In  which  period  of  emergency  now  confronts  us  and  we  urge  that  it  requires 
your  immediate  and  urgent  action. 

National  Committee  on  Gas  and  Electric  Service, 
J.  W.  LiEB.  Chairman, 


J 
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New  York  fuel  (Uatribution  committee  report^  showing  coal  supply  {in  grass 

t(ms)y  public  ntiliticH^  New  York  City, 

BITUMINOUS  STEAM  COAL. 


DaUy    I 
ooDsump>| 

tionto 

Mar.  15,  !   Oct.  25, 
1021.     !     1920. 


Days'  supply. 


Bronx  fJas  &  V  lectrlc  Co 

Brooklyn  Borough  (las  Co 

Brooklyn  Fdison  Co 

Brooklyn  Rapid  Transit  Co 

Brooklyn  Union  Cas  Co 

Interborough  Rapid  Transit 

Kings  County  Lighting  Co 

New  York  VdisonCo 

New  York  &  Richmond  Gas  Co 

New  York  Steam  Co 

Queens  Borough  Gas  &  K lectrlc  Co. 

Gas  plant 

F  lectric  plant 

Richmond  Light  &  R.  R.  Co 


BITUMINOUS  GAS  COAL. 


Consolidated  Gas  Co , 


Ai 


ANTHRACITE   STEAM   COAL. 


Bronx  Gas  &  Electric  Co 

Brooldyn  Union  Gas  Co 

Kings  County  Lighting  Co 

New  York  &  Richmond  Gas  Co. 

Brooklyn  Borough  Gas  Co 

New  York  Steam  Co 


27 

90 

39 

7 

3 

930 


69 

106 

21 

7i 
3 
56 


63 
107 
27 
2 
15 
55 


A 

1 

A 

1 

12 

I 

ANTHRACITE  GAS  COAL. 


Bronx  Gas  <Sc  Electric  Co 

Brooklyn  Borough  Gas  Co 

Brooklyn  Union  Gas  Co 

Consoluiated  Gas  Co 

New  York  <Sr  Richmond  Gas  Co. 
Kings  County  Lifting  Co 


15 

127 

39 ; 

15 

1,300 

27 

1,500 

37 

371 

3 

92  1 

12 

122 

1     1» 
'     26 

4 

42 
13 

5 

1 

5 

i* 


1  Report  of  Queens  Borough  Co.  of  Oct.  25  covers  bituminous  steam  coal,  gas  and  electric  plants 
combined. 


(The  following  is  a  pencil  memorandum  which  was  attached  to 
the  foregoing  report:) 

Roughly  estimated  that  if  possible  to  pool  all  the  coal  of  these  utilities  it 
would  last  for  about  15  days.  If  pooled  under  such  an  arrangement  at  least 
three  times  this  amount  should  be  available  for  a  safe  winter's  reserve. 

Fbankun  T.  Miller. 

(Whereupon,  at  5.15  o'clock  p.  m.  the  committee  adjourned  to  meet 
at  the  call  of  the  chairman.) 
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MONDAY,  NOVEHBEB  8,   1920. 

United  States  Senate, 
Select  Committee  on  Recx)N8truction  and  Production, 

Cleveland^  Ohio, 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in  the 
council  chamber  at  the  City  Hall,  Senator  William  M.  Calder  pre- 
siding. 

Present:  Senator  Calder  (chairman)  and  Senator  Pomerene;  also 
Messrs.  Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the 
committee. 

Senator  Calder.  Ladies  and  gentlemen,  this  committee  is  here  at 
Cleveland  to-day  at  the  invitation  of  the  mayor  of  your  city,  your 
two  United  States  Senators,  and  different  business  organizations  of 
Cleveland.  At  a  recent  session  of  Congress  a  committee  was  ap- 
pointed upon  my  motion  to  inquire  of  t*he  general  housing  conditions 
of  the  Nation,  and  also  into  the  matter  ot  savings  and  production. 
We  have  had  some  hearing  in  the  larger  cities  in  the  East,  and,  of 
course,  in  order  to  get  the  information  and  data  properly  before  us  it 
is  necessary  to  have  some  contact  and  touch  with  the  larger  western 
cities. 

Now,  we  understand  you  have  arranged  a  program  here  for  certain 
witnesses  to  testify.  We  will  be  glad  to  hear  from  them  in  order  to 
know  the  conditions  in  your  city  as  to  the  causes  of  any  housing 
shortage  that  may  exist,  and  any  suggestions  you  gentlemen  may 
have  to  make  as  to  a  remedv  for  these  conditions.  Our  committee 
has  not  yet  determined  just  what  to  do.  We  have  some  ideas  our- 
selves that  may  help.  Our  committee  is  not  disposed  to  encourage 
nor  will  they  re])ort  the  matter  of  the  present  outlook  for  any  legisla- 
tion that  will  tend  toward  the  Nation  itself  going  into  the  housing 
business.  This  committee  is  working  in  an  effort  to  do  something  to 
prevent  Government  construction.  We  do  not  wish  to  go  into  the 
unusual  procedure  that  is  now' going  on  in  France  and  England  in 
connection  with  this  most  important  industry. 

Mr.  (roff  is  to  have  charge  of  the  proceedings  from  the  standpoint 
of  the  citizens  of  (leveland.  and  T  will  be  glan  to  have  him  introduce 
the  witnesses. 

Mr.  GoFF.  Senator  Calder,  I  think  you  have  made  a  mistake.  This 
is  the  first  intimation  1  had  that  I  was  to  present  the  witnesses.  I 
was  asked  to  be  here,  and  I  shall  be  very  glad  to  be  helpful  in  any 
way  I  can.  I  don't  know  just  what  the  program  is.  I  think  Mr. 
Stoddard  will  have  to  take  the  laboring  oar.  I  will  be  very  glad 
to  assist  Mr.  Stoddard. 

The  Chairman.  Well,  Mr.  Benkoski,  vou  begin. 

789 
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STATEMENT  OF  MB.  C.  J.  BENEOSKI,  CITY  CLEBX,  CLEVELAND, 

OHIO. 

Mr.  Benkoski.  Mr.  Senator,  pursuant  to  letter  received  from  the 
Senate,  a  summons  had  been  issued  to  various  business  men  and 
representatives  of  this  city,  and  a  like  summons  was  sent  to  the 
following  mayors :  John  Galvin,  mayor  of  Cincinnati ;  James  J. 
Thomas,  mayor  of  Columbus :  William  D.  Laub,  mayor  of  Akron : 
Fred  J.  Warnock,  mayor  of  i  oungstown ;  E.  V.  Babcock,  mayor  or 
Pittsburgh,  Pa.- Cornell  Schreibfer,  mayor  of  Toledo;  H.  A.  Heide- 
sen,  mayor  of  Davton;  Norman  Witten,  mayor  of  Canton;  James 
Couzons,  mayor  oi  Detroit,  Mich. 

In  response  to  the  summons  the  mayor  of  Akron  states  that  Mr. 
P.  P.  Gott,  president  of  the  builders^  exchange  of  their  city,  will 
be  present,  and  he  is  present  here  now.  The  mayor  of  the  city  of 
Detroit  responds  that  they  will  not  have  a  representative  present 
at  this  meeting.  The  mayor  of  Dayton  likewise  responds  that  there 
will  be  no  representative  of  Dayton  present  at  the  meeting.  The 
mayor  of  Cincinnati  responds  by  saying  that  inasmuch  as  the  time 
is  short,  he  could  not  have  a  representative  here. 

The  local  men  who  responded  by  letter  advising  that  they  would 
be  here  are  Mr.  Skeel,  who  is  here;  the  president  of  the  Nickel  Plate 
Eailroad  stated  he  would  be  here;  Mr.  Robinson,  president  of  the 
Equity  Savings  &  Loan  Co. ;  Mr.  Kobinson,  of  the  Guardian  Savings 
&  Trust  Co. ;  Mr.  Baer,  of  tKe  chamber  of  commerce,  who,  by  the 
way,  is  here;  and  the  secretary  of  the  chamber  of  commerce  re- 
sponds to  the  summons  by  saymg  that  Mr.  Feiss  would  represent 
the  chamber  of  commerce,  but  Mr.  Feiss  says  that  he  will  be  here 
on  call. 

STATEMENT  OF  MB.  GEORGE  S.  SUUMEBELL,  COMHISSIONEB  OF 

BUILDINGS,  CLEVELAND,  OHIO. 

Mr.  SuMMERELL.  I  havc  a  typewritten  report  here  that  I  can  sub- 
mit for  your  record. 

The  Chairman.  Mr.  Summerell,  the  committee  will  be  glad  to 
have  you  tell  us  just  what  the  building  conditions  in  Cleveland  are 
to-day,  and  also  what  buildings  have  been  constructed  this  year,  last 
year,  and  the  preceding  years  prior  to  the  war,  showing  a  compari- 
son between  those  years  and  this  year. 

Mr.  Summerell.  In  the  year  1913  there  was  a  total  of  11,064  per- 
mits issued,  at  a  valuation  of  $23,841,160.  That  year  there  were  271 
permits  issued  for  apartments  and  tenements,  at  a  valuation  of 
$2,706,500.  The  apartments  and  tenements  provided  for  1,288  fam- 
ilies. The  same  year  there  were  permits  for  2,599  dwellings,  at  a 
valuation  of  $7,878,160,  which  provided  for  3,501  families  and  dwell- 
jngs.  In  1914  there  were  421  permits  issued  for  apartments  and  tene- 
ments, at  a  valuation  of  $4,817,900,  which  provided  for  2,163  families. 
There  were  2,694  permits  issued  for  dwellings  in  1914.  at  a  valuation 
of  $8,716,610,  which  provided  for  3,983  families.  That  year  there 
were  total  permits  of  12,767,  at  a  total  valuation  of  $27,304,800.  In 
1915  there  were  504  permits  issued  for  apartments  and  tenements,  at 
a  valuation  of  $6,063,300,  which  provided  for  2,722  families.    There 
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were  3,360  permits  issued  for  dwellings  in  1915,  at  a  valuation  of 
$10,504,050,  which  provided  for  5,057  families. 

That  year  there  were  a  total  of  14,364  permits  issued,  at  a  total 
valuation  of  $32,660,305.  In  1916  there  were  339  permits  issued  for 
apartments  and  tenements,  at  a  valuation  of  $4,250,850,  which  pro- 
vided for  1,758  families;  and  there  were  4,095  permits  issued  for 
dwellings  in  1916,  at  a  valuation  of  $12,632,150,  which  provided  for 
6,102  families.  That  year  there  was  a  total  of  14,022  permits  issued, 
at  a  total  valuation  of  $33,108^55.  In  1917  there  were  180  permits 
issued  for  apartments  and  tenements,  at  a  valuation  of  $3,002,000, 
which  provided  for  1,248  families;  there  were  2,644  permits  issued 
for  dwellings,  at  a  valuation  of  $8,703,300,  which  provided  for  4,077 
families.  That  year  there  was  a  total  of  permits  issued  of  11,952,  at 
a  total  valuation  of  $30,483,750. 

Mr.  Calder.  Commissioner,  you  refer  to  permits  being  issued. 
Have  you  any  record  of  the  number  of  these  permits  that  we  can- 
celed, mdicating  just  the  number  that  were  actually  constructed? 

Mr.  SuM3iERELL.  No,  sir. 

The  Chairman.  You  haven't  the  figures? 

Mr.  SuMMERELL.  I  havcu't  the  figures  of  that.  We  keep  no  such 
figures  as  that. 

The  Chairman.  So  that  y6u  don't  know  whether  all  of  these  houses 
were  built  or  not? 

Mr.  SuMMERELLL.  Well,  we  know  that  there  are  not  more  than  5 
per  cent  of  the  total  permits  issued  in  a  year  that  are  canceled. 

Mr.  Caldfr.  I  have  just  checked  your  figures  for  1917,  which  was 
the  year  that  we  entered  the  war,  because  I  find  in  that  year  a  great 
many  permits  were  granted  and  then  afterwards  the  buildings  were 
not  constructed. 

Mr.  SuMMERELL.  No.    They  were  stopped  by  the  war. 

The  Chairman.  You  have  no  record  of  that  ? 

Mr.  SuMMERELL.  No,  sir ;  I  have  no  record  of  that. 

The  Chairman.  Go  ahead. 

Mr.  SuMMERELL.  In  1918  there  were  22  permits  issued  for  apart- 
ments and  tenements,  at  a  valuation  of  $468,000,  which  provided  for 
195  families;  and  there  were  1,174  permits  issued  for  dwellings,  at 
a  valuation  of  $4,476,200,  which  provided  for  1,815  families.  jThat 
year  there  were  only  a  total  of  8,668  permits  issued,  at  a  valuation 
of  $16,385,800.  In  1919  there  wag  a  total  of  116  permits  issued  for 
apartments  and  tenements,  at  a  valuation  of  $5,689,000,  which  pro- 
vided for  1,069  families.  There  were  2,905  permits  issued  for  dwell- 
ings, at  a  valuation  of  $14,710,900,  which  provided  for  2,637  fami- 
lies. There  were  12,283  permits  in  all  issued  in  1919,  at  a  valuation 
of  $47,707,975.  In  1920,  to  November  1,  there  were  27  permits  issued 
for  apartments  and  tenements,  at  a  valuation  of  $879,500,  which  pro- 
vided for  232  families.  There  were  only  1,603  permits  issued  for 
dwellings,  at  a  valuation  of  $9,199,000,  which  provided  for  2,199 
families.  The  total  permits  issued  to  November  1  this  year  is  10,181, 
at  a  valuation  of  $57,139,225. 

There  have  been  in  the  last  two  years,  or  the  years  1919  and  1920,  to 
November  1,  approximately  250  dwellings  which  have  been  demol- 
ished to  allow  for  the  erection  of  commercial  buildings.  The  ma- 
jority of  these  dwelling  houses  housed  two  families  each,  which 
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averaged  approximately  500  families  who  were  in  need  of  new  quar- 
ters. The  average  rents  paid  in  these  buildings  were  between  $20 
and  $30  per  month,  being  located  in  the  congested  districts — ^the 
commercial  districts — where  the  poorer  class  of  people  would  live. 
That  is  the  extent  of  my  figures,  Senator. 

The  Chairman.  Your  figures.  Commissioner,  seem  to  indicate  that 
in  the  years  1918  and  1919  and  1920,  assuming  that  the  building  per- 
mits for  the  next  2  months  average  as  great  as  they  were  for  the 
first  10  months  of  this  year,  there  is  a  less  housing  total  in  this  cit}" 
than  in  the  total  for  the  year  1916. 

Mr.  SuMMERELL.  Yes,  sir. 

Mr.  Caij>er.  The  figures  seem  to  indicate  that  in  the  years  1914, 
1915,  and  1916  the  average  construction  of  housing  was  for  about 
7,000  families,  while  in  the  vear  1917  it  fell  off  to  5,300,  and  the 
three  years  since  then  just  about  equaled  an  average  of  3,000;  in 
fact,  it  is  a  total  of  7,400,  so  that  the  last  three  years  equal  each  one 
of  the  three  prewar  years. 

Mr.  SuMMERELL.  Yes,  sir. 

The  Chairman.  In  your  position,  of  course,  you  have  intimate 
knowledge  of  all  these  things.  What  is  the  general  attitude  of 
builders  to-day  toward  starting  in  building  houses  for  Cleveland  ? 

Mr.  SuMMERELL.  I  wish  to  state  that  the  figures  for  the  suburbs 
are  not  included  in  those  that  I  gave.  They  are  not  in  the  city  of 
Cleveland,  and  I  have  no  access  to  their  permits,  as  to  what  they 
have  done,  but  we  know  that  in  the  last  two  years  more  houses  have 
been  erected  in  the  suburbs,  on  an  average,  for  the  population,  than 
there  have  been  in  Cleveland,  due  to  the  fact  that  in  Cleveland  the 
commercial  districts  are  being  shoved  out  more  into  the  i-^sidential  dis- 
tricts— ^the  old  residential  districts — and  the  people  instead  of  mov- 
ing immediately  to  possibly  within  a  few  streets  go  to  the  suburbs. 
We  find  that  has  taken  a  good  many  people  from  Cleveland  to  live 
in  the  suburbs,  and  the  houses  are  built  out  there  rather  than  being 
built  in  the  city. 

The  Chairman.  Hasn't  the  additional  construction  work  in  the 
suburbs  taken  care  of  your  problem  ? 

Mr.  SuMMERELL.  Not  entirely;  no,  sir.  The  opinion  I  have  as 
to  the  reason  why  there  has  not  been  more  building,  from  talking 
with  contractors  and  prospective  .builders  and  owners,  is  that  they 
are  unable  to  get  loans,  and  the  uncertainty  in  prices  of  materials; 
and  for  quite  a  while  this  year  it  was  impossible  to  get  cement  into 
the  city.  They  were  getting  about  10  per  cent  of  what  they  should 
have  had,  and  it  was  delaying?  the  construction  so  long  that  the  men 
would  not  put  their  money  mto  it.  because  75  per  cent  was  being 
built  on  borrowed  money,  and  they  couldn't  afford  to  take  from 
six  to  eight  months  to  build  a  house  that  ordinarily  took  three 
months. 

The  Chairman.  Why  couldn't  they  get  money? 

Mr.  Stjmmereli>.  That  T  can't  answer — why  they  couldn't  get  the 
money.  The  banks,  it  seems,  were  not  granting  the  loans  that  they 
had  been  before. 

The  Chairman.  You  mean  were  not  granting  as  much  or  were  not 
granting  loans  at  all? 

Mr.  Sxmmerell.  T  believe  the  building  and  loan  companies  were 
loaning  just  as  much  as  they  possibly  could:  in  fact,  they  went  along 
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until  they  believed  they  would  have  to  stop.  I  don't  know  why. 
hut  Mr.  Creer  and  Mr.  Robinson  and  some  of  the  other  buildin«r 
and  loan  people  are  here,  and  they  can  pive  you  more  definite  infor- 
mation on  that  than  I  can. 

The  Chairman.  Are  any  building  permits  being  taken  out  now 
m  the  city? 

Mr.  SuMMERELX..  Ybs,  slr. 

The  Chairman.  Have  they  fallen  off  in  the  last  30  or  60  days! 

ilr.  SuMMEREix.  Yes,  sir;  they  have  very  materially.  For  the 
month  of  October  we  issued  1,033  permits;  for  the  month  of  Sep- 
tember we  issued  1,1*25.  And  for  apartments  and  tenements,  in  the 
month  of  September,  we  issued  3,  and  we  have  issued  2  in  October. 
In  October  we  issued  134  permits  for  dwellings,  and  in  September 
we  issued  171.  That,  of  course,  might  be  due  to  the  fact  that  the 
builders  can  not  be  assured  of  getting  a  structure  under  cover 
l)efore  bad  weather  sets  in.  Of  course,  we  expect  a  dropping  off  from 
the  ist  of  November. 

The  Chairman.  How  do  those  permits  accord  with  other  years? 
Less  than  other  years? 

Mr.  Sum  merely.  Yes;  a  great  difference.  For  instance,  last  year 
in  September  we  issued  15  permits  for  brick  dwellings  and  268  for 
frame  dwellings;  this  year  we  have  issued  12  and  159,  respectively, 
in  September.  For  apartments  this  year  we  issued  3  in  the  month 
of  September  and  last  year  there  were  8  issued. 

The  Chairman.  Senator  Pomerene  suggests  as  to  whether  or  not 
you  can  give  information  as  to  the  num^r  of  families  in  Cleveland 
needing  housing  to-day,  and  whether  or  not  it  can  be  obtained  for 
them. 

Mr.  Summerell.  I  believe  tljat  more  definite  figures  could  be 
obtained  from  the  Fair  Price  Commission,  Senator.  They  have  been 
investigating  the  rent  proposition,  and  they  have  more  direct  infor- 
mation on  that  than  I  have. 

The  Chairman.  Is  there  a  witness  here  who  can  give  that? 

Mr.  Summerell.  Yes. 

The  Chairman.  Very  well.    Now  we  will  hear  Mr.  Robinson. 

STATEMENT  OF  MB.  FBAVCIS  W.  ROBINSON,  SECBETABY,  EQITITY 

SAYINGS  &  LOAN  CO.,  CLEVELAND,  OHIO. 

The  Chairman.  Mr.  Robinson,  I  believe  you  are  secretary  of  the 
Flauity  Savings  &  I^an  Co.? 

^Ir.  Robinson.  Yes*  sir. 

The  Chairman.  Your  companv  is  organized  under  the  laws  of  the 
State  of  Ohio  ? 

Mr.  Robinson.  Yes,  sir. 

The  Chairman.  And  you  loan  money  on  mortgage  on  dwelling 
houses  ? 

Mr.  Robinson.  Yes,  sir;  dwelling  houses. 

The  Chairman.  Will  you  tell  us  how  much  money  your  organiza- 
tion has  loaned  on? 

Mr.  Robinson.  I  have  a  short  report  here  which  I  shall  read. 

Senate  Special  (V)M>riTTKE  on  HKcoxsTKrcnoN  and  Production. 

Gentlemen  :  Hrportlu;:  on  heluilf  of  tho  bni  <linp  and  hmw  and  savinsrs  and 
loan  as<<of«atIons  of  ripvela^d  f^nd  Its  immediate  suburbs  relative  to  the  f^nnn- 
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clal  situation  which  affects  the  housing  problem  of  the  city,  basing  an  esti- 
mate for  the  year  last  past  on  the  result  of  a  questionnaire  covering  a  five- 
month  period,  commencing  March  1, 1920,  gives  the  following  as  the  accompish- 
ment  of  Cleveland's  home-building  nssociatlons  in  the  financing  of  new  homes: 

Single  dwellings 1, 104 

Double  dwellings 924 

Apartment  houses  (247  suites) 86 

Stores  and  apartments  (12  suites) 5 

Total  loans 2, 06^ 

Families  provided  for 3,  211 

Amount  loaned,  estimating  the  loans  at  $6,000  each,  this  being  the 
average  loan  of  one  of  the  associations  w^hose  loans  during  the 
past  year  aggregate  over  $1,500,000 $12,414,000 

This  is  $7,000,000  short  of  the  amount  loaned  by  Cuyahoga  County  associa- 
tions in  1919,  as  reported  by  Mr.  W.  R.  Greer,  president  for  that  year  of  the 
Cuyahoga  County  Building  Association  League. 

I  have  attached  to  this  report  here  a  list  giving  the  names  of  the 
building  and  loan  companies  and  the  amounts  loaned  by  them  during 
1919.  aggregating  nineteen  millions  of  dollars. 

(The  report  referred  to  by  Mr.  Robinson  is  here  printed  in  full, 
as  follows:) 

What  Is  believed  to  be  not  a  small  contributing  factor  to  the  shortage  of  funds 
for  building  purposes  is  the  low  price  at  which  United  States  Government 
bonds  could  be  had  on  the  open  market,  the  high  rate  of  interest  paid  by  the 
Government  on  certificates  of  indebtedness,  the  high  rate  of  interest  offered 
by  industrial  corporations  and  business  houses  for  loans,  and  the  attractions 
of  preferred-stock  offerings. 

Help  that  could  be  rendered  by  the  United  States  Government :  Deposit  with 
these  home-building  institutions  Government  funds  at  a  low  rate  of  interest 
and  on  terms  as  to  repayment  that  would  make  the  loaning  of  such  funds  on 
long-time  monthly  payments  practicable. 

Render  assistance  similar  to  that  ex{>erienced  by  the  banks  through  the 
operation  of  the  Federal  Reserve  System,  by  enacting  into  law  the  Federal 
building-loan  bank  bill,  sponsored  by  Senator  William  M.  Calder,  and  to  be 
reintroduced  at  the  next  session  of  Congress. 

The  importance  of  the  adequate  production  of  foodstuff  has  been  lecognized 
by  the  Government  in  the  farm  loan  bank  bill. 

The  passage  of  the  proposed  bulldlng-loan  bank  bill  would  be  the  recogni- 
tion by  the  Government  of  the  importance  of  the  adequate  production  of 
habitable  dwellings. 

The  opposition  to  the  bill  because  of  the  tax-exemption  feature  of  the  pro- 
posed bonds  ought  not  to  persist  in  face  of  the  fact  that  the  loss  of  taxes 
resulting  from  the  exemption  would  be  more  than  covered  by  the  new  taxable 
property  that  would  be  created  by  the  operation  of  the  law. 

The  building  and  loan  compsiiies  of  Cuyahoga  County  were  asked  to  give 
amount  of  loans  made  during  1919  for  the  building  of  new  structures  only. 

Thirty-four  out  of  fifty-five  companies  reported,  as  follows: 

Atlas  Savings  &  Loan  Co $1,075,000 

Bedford  Savings  &  Loan  Co 25, 700 

Broadview  Savings  &  Loan  Co 298,200 

Cleveland  Savings  &  Loan  Co 995,250 

Colonial  Savings  &  Loan  Co 244, 934 

Cuyahoga  Savings  &  Loan  Co 485,500 

Central  Savings  &  Loan  Co 221.800 

Cosmopolitan  Savings  &  Loan  Co 79,700 

City  Savings  &  Loan  Co 1,563,900 

Commonwealth  Savings  &  Loan  Co 221. 100 

Depositors  Savings  &  Loan  Co 403,950 

Doan  Savings  &  Loan  Co 649,233 

Equity  Savings  &  Loan  Co 2,082,500 

Federal  Savings  &  Loan  Association 62,500 

Fidelity  Savings  &  Loan  Co 237,450 
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<;iiaranty  State  Savings  &  I^mii  Co $267,600 

Liberty  Savings  &  Loan  Co 26,000 

Mutual  Bullding&  Investment  Co L212.200 

Ohio  Mutual  Savings  &  Loan  Co 585.450 

Ohio  Savings  &  Loan  Co 738, 100 

Ohio  Royal  Building  &  Loan  Cc» 96,000 

Oul  Building  &  Loan  Association 72,381 

Provident  Building  &  Ix)an  ^Vsjifociation .  95, -WX) 

Progress  Building,  Savings  &  Loan  Co 64,825 

Pleasant  View  Savings  &  Loan  Association^.  _       _ 48.000 

Reliance  Savings  &  Ix)an  Co 97,600 

Sec'urity  Savings  &  Ixmn  Co 277,000 

Superior  Building  &  Loan  (V»._    ^_     ..    859.900 

South  Side  Savings  &  Loan  Co 127,300 

Union  Savings  &  Loan  Co 2.268,010 

l^kraina  Ruthenian  Building  &  Loau  Ass-(K-latloi»  _     _   22,000 

Voliela  Building  &  Loan  Association 1,119,500 

Windermere  Savings  &  Loan  Co 1,120,000 

West  Side  Savings  &  Loan  Association 1,280,600 

19,025,183 

The  Chairman.  Just  a  moment.  Do  I  understand  that  you  have 
loaned  $12,414,000? 

Mr.  RoBiNsox.  Yes ;  basing  the  rest  of  the  year  on  the  result  of  the 
questionnaire  covering  five  months. 

The  Chairman.  This  sum  you  loaned  this  year? 

Mr.  Robinson.  That  would  be  the  amount  loaned  this  year. 

The  Chairman.  In  this  county? 

Mr.  Robinson.  In  this  county. 

The  Chairman.  And  that  is  $7,00,000  less  than  last  year? 

Mr.  Robinson.  Seven  million  dollars  less  than  1919. 

Tlie  above  estimate  would  (l<nil)tless  liave  been  larjccly  exceeded  and  tlie 
community  proportionally  benefited  hnd  tbe  depositing  and  investigating  public 
sensed  tbe  pressing  need  for  more  dwelling  houses  and  had  taken  tbe  trouble 
to  inform  itself  with  reganl  to  the  safet.\  of  deposits  with  building  and  loan 
and  savings  and  loan  associations,  which  restrict  their  loans  to  first  mortgages 
on  homes. 

They  loaned  up  to  the  limit  and  beyond  the  limit,  as  examination 
of  the  various  reports  on  borroM'ed  money  would  show. 

The  Chair^ian.  You  have  to-day  a  very  ^reat  demand  for  loans, 
have  you? 

Mr.  KoBiNSON.  Away  beyond  our  ability  to  make. 

The  Chairman.  You  can't  meet  them?' 

Mr.  EoBiNsoN.  We  can't  meet  them. 

The  Chairman.  Do  you  borrow  from  the  banks  at  times? 

Mr.  EoBiNsoN.  That  is  the  experience  of  a  ^eat  many  of  the  lead- 
ing associations. 

The  Chairman.  You  ^o  to  the  banks  and  borrow  and  pledge  your 
mortgagees  as  security? 

Mr.  Robinson.  That  is  the  usual  method. 

The  Chairman.  What  is  the  attitude  of  the  banks? 

Mr.  Robinson.  To  me,  personally,  they  have  been  veir  friendly. 

The  Chairman.  I  know,  but  have  they  contracted  their  loans  to 
you? 

Mr.  Robinson.  Not  to  my  personal  knowledge. 

The  Chairman.  I  have  had  some  of  the  cities  in  the  East  complain 
of  this:  That  the  building  and  loan  associations  were  being  dis- 
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couraged  by  the  banks  in  the  lending  of  money  bacause  of  the  gen- 
eral contraction  of  loans.     Have  you  had  that  difficulty  here? 

Mr.  Robinson.  I  don't  think  that  is  the  attitude  of  the  banks  in 
Cleveland.     I  don't  have  that  by  personal  experience. 

The  Chairman.  At  what  rates  do  your  building  and  loan  associa- 
tions loan  their  money  ? 

Mr.  EoBiNsoN.  Various  rates.  The  association  that  I  represent 
make  it  7  per  cent  interest  charged  on  the  monthly  balance,  with  a  1 
per  cent  charge  for  what  we  call  service  fee  when  we  make  the  loan. 
The  7  per  cent  is  computed  on  the  monthly  balance;  we  give  them  a 
reduction  every  month  of  whatever  they  pay  on  the  principal,  to 
encourage  the  repayment  of  the  loan. 

The  Chairman.  "But  the  interest  rate  is  7  per  cent  ? 

Mr.  KoBiNSON.  Seven  per  cent. 

The  Chairman.  What  do  you  have  to  pay  the  bank  for  your  loans 
when  you  go  there? 

Mr.  EoBiNSON.  We  don't  happen  to  have  a  loan.  I  guess  it  is  6 
per  cent.    Mr.  Goff,  isn't  that  the  usual  chaise? 

Mr.  Goff.  It  is  with  us. 

Mr.  EoBiNSON.  I  think  it  is  6  per  cent.  We  pay  5  per  cent  on  the 
deposits,  the  building  and  loan,  but  in  borrowing  money  the  bank 
would  doubtless  charge  6  per  cent. 

The  Chairman.  Your  organization  is  a  stock  organization  or 
mutual  ? 

Mr.  EoBiNsoN.  Stock,  the  company  I  represent.  There  are  stock 
and  mutual  in  about  equal  numbers,  but  more  of  the  stock,  I  think, 
in  Cleveland. 

The  Chairman.  What  percentage  of  the  value  of  the  property  is 
your  company  lending  at?    Or  other  companies? 

Mr.  Robinson.  That  would  be  hard  to  answer.  There  is  no  stand- 
ard of  cost;  one  man  can  build  a  house  for  $10,000  and  another  man 
will  come  along  and  it  will  cost  him  $12,000  for  the  same  kind  of  a 
house.  In  making  the  loan  we  take  into  account  the  plans  and  speci- 
fications, the  restrictitons  of  the  territory — whether  the  building  is 
suited  to  the  territory,  what  the  outlook  is.  and  then  determine  what 
would  be  a  safe  loan  under  any  circumstances.  That  might  be  30.  40, 
50,  or  possibly  00  per  cent,  but  rarely  quite  so  high  at  the  present  cost 
of  building. 

The  Chairman.  In  the  prewar  days  you  loaned  at  about  80  per 
cent,  did  you  not? 

•  Mr.  Robinson.  Well,  it  varied,  according  to  the  outlook  of  the  ter- 
ritory. 

The  Chairman.  But  you  did  loan  in  the  neighborhood  of  75  per 
cent  on  good  loans  before  the  war? 

Mr.  Robinson.  Yes.  Of  course,  our  own  valuation  would  be  used, 
a  valuation  which  we  would  regard  as  a  very  low  estimate;  but  we 
never  gave  that  out  to  the  public.  But  it  would  probably  run  up  to 
that  percentage. 

The  Chairman.  Mr.  Robinson,  3^011  have  had  a  wide  experience  in 
the  loaning  of  money  on  dwelling  houses,  I  am  sure? 

Mr.  Robinson.  Quarter  of  a  century. 

The  Chairman.  Have  you  any  notion  of  what  these  ordinary 
dwelling  houses  cost  to-day  as  compared  with  five  years  ago? 

Mr.  KoBiNSON.  Well,  I  don't  know  as  I  could  answer  that. 


RECONSTRUCTION   AND  PRODUCTION.  797 

The  Chairman.  Your  labor  is  double  and  your  material  is  more 
than  double? 

Mr.  EoBiNsoN.  It  all  depends.  If  the  builder  has  the  right  group 
of  men  who  are  willing  to  give  a  good  day's  work  for  a  good  day^ 
pay,  why,  he  is  happy.  But  that  depends.  *  If  a  man  is  getting  $10  a 
day  and  only  earns  30  cents  it  makes  it  very  expensive  for  the  man 
who  builds. 

The  Chairman.  Would  you  say  that  it  costs  150  per  cent  more 
to  build  to-day  than  it  did  five  years  ago ;  that  is,  a  house  that  sold 
at  or  could  be  built  for  $5,000  five  years  ago  would  cost  $12,000 
to-day  ? 

Mr.  EoBiNsoN.  I  doubt  if  it  would  be  quite  that.  I  think  it  would 
be  about  double.  Some  of  the  others  here  could  answer  better  on 
that.  Perhaps  Mr.  Creer  could  answer  that.  He  is  a  great  student 
along  those  lines. 

I'he  Chairman.  Mr.  Kobinson,  in  New  York  City  we  have  had 
some  exposures  during  the  last  few  weeks  of  combinations  of  mate- 
rial men  and  contractors  for  building,  which  indicate  that  combina- 
tions have  existed  to  fix  very  high,  fictitious  prices  for  materials. 
Have  you  heard  any  complaint  of  that  character  out  in  this  part  of 
the  country? 

Mr.  Robinson.  No;  no  concrete  complaint.  I  have  heard  general 
rumor,  of  course,  but  nothing  that  I  could  figure  on  as  being  positive. 
No ;  I  don't  know  of  any  combination  of  that  kind. 

The  Chairman.  There  has  been  some  complaint  in  New  York  City 
as  to  some  groups  of  organized  labor  holding  up  construction  and 
demanding  considerations  for  permitting  work  to  go  on,  causing 
strikes  to  be  had  so  as  to  collect  graft,  as  it  were.  Have  you  heard 
of  anything  of  that  kind  in  Cleveland? 

Mr.  Robinson.  No;  except  the  complaint  of  somebody  building  a 
house,  who  thinks  a  house  is  costing  him  more  than  it  ought  to; 
but  I  don't  know  of  anything  that  I  could  report  on  that  line. 

The  Chairman.  Mr.  Creer,  we  know  of  the  splendid  service  your 
company  has  rendered  this  community.  We  would  be  glad  to  have 
you  tell  us  what  you  believe  the  conditions  are  here  in  Cleveland  and 
what,  if  anything,  Congress  can  do  to  help. 

STATEMENT  OF  HE.  WILLIAM  B.  CBEEB,  PRESIDENT,  CLEVELAND 

SAVINGS  &  LOAN  CO. 

Mr.  Creer.  May  I  trespass  on  the  time  of  the  conmiittee  to  make  a 
short  statement  about  the  local  situation,  so  that  the  figures  presented 
by  the  commissioner  may  not  be  meaningless?  On  tne  west  side  of 
the  city  we  merge  into  the  city  of  Lakewood ;  on  the  east  side  of  the 
city  we  blend  into  the  city  of  East  Cleveland,  without  any  line  of 
demarkation  so  far  as  building  is  concerned.  On  the  southeast  there 
are  other  suburbs.  The  city  proper,  with  the  exception  of  the  north- 
east portion,  is  largely  built  up,  so  that  the  figures  given  you  by  the 
commissioner  of  buildings  is  somewhat  meager  ana  therefore  mis- 
leading for  the  Cleveland  district. 

Our  loans  and  the  loans  of  Mr.  Robinson  are  largely  outside  of 
the  city  of  Cleveland  proper.  The  village  in  which  T  live — which 
is  justover  the  line,  Cleveland  Heights  village — last  year  increased 
in  population  from  2.900  to  15,000,  or  an  increase  of  400  per  cent. 
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So  you  can  imagine,  Senator,  that  there  was  some  building  in  that 
community.  I  can't  give  you  the  population  offhand  of  East  Cleve- 
land and  Lakewood,  out  any  information  you  have,  unless  supple- 
mented bv  the  building  activities  of  Lakewood  and  East  Cleveland, 
Cleveland  Heights,  West  Park,  etc.,  would  be  very  misleading. 
Don't  you  think  so,  Mr.  Goff  ? 

Mr.  'GoFF.  Undoubtedly  so,  Mr.  Creer. 

Senator  Pomerene.  What  per  cent  would  you  add  to  the  figures 
which  were  given  by  the  building  commissioner  here  as  representing 
the  total  in  this  so-called  Cleveland  district  ? 

Mr.  Creer.  I  would  think  that  that  was  less  than  half;  not  more 
than  50  per  cent,  anyhow.  For  instance.  Senator  Pomerene,  the 
building  permits  in  the  village  of  Cleveland  Heights  last  year  in 
dollars  amounted  to  as  much  as  the  building  permits  in  the  city  of 
Cincinnati. 

The  Chairman.  When  you  say  it  is  about  one-half,  do  you  mean 
in  housing  construction  or  in  dollar  value? 

Mr.  Creer.  In  dollar  value ;  because,  like  some  of  our  suburbs  and 
like  the  suburbs  of  other  cities,  the  city  becomes  congested  and  peo- 
ple of  means  go  out  farther,  so  that  the  building  m  some  of  the 
suburbs  me^ns  a  great  deal  more  per  unit  than  it  does  in  other 
sections  of  the  city. 

The  Chairman.  You  are  in  a  business  that  ought  to  give  you 
information  on  this  subject.  Do  you  think  there  is  a  real  housing 
shortage  here  in  Cleveland  ? 

Mr.  Creer.  There  is  a  housing  shortage  here.  Senator  Calder,  but 
not  to  the  extent  that  we  have  been  led  to  believe,  is  my  honest 
opinion.  There  has  been  a  large  amount  of  building,  and  builders, 
like  other  people,  have  been  inoculated  with  the  profiteer  bacilli,  and 
they  have  built  houses  for  sale  and  not  for  rent.  If  you  go  up  on 
the  heights  to-day,  you  will  find  that  there  are  hundreds  of  vacant 
houses  for  sale  and  not  for  rent,  or  very  few  of  them  for  rent.  If 
those  houses  were  all  occupied,  there  would  be  a  very  considerable 
decline  in  the  housing  shortage. 

The  Chairman.  Now,  why  are  they  not  sold? 

Mr.  Creer.  Well,  because  the  profits  on  house  building,  like  some 
other  commodities,  reached  a  high  plane  before  the  signing  of  the 
armistice.  For  two  years  the  (Tovernment  had  asked  that  the  labor 
and  material  incident  to  house  building  be  given  to  the  Government 
for  other  purposes,  and  so  there  was  a  large  shortage,  especially  in  a 
community  like  greater  Cleveland,  that  grows  so  rapidly ;  and  people 
bid  against  each  other  for  the  houses  that  were  available,  with  the 
result,  like  every  other  thing,  that  the  supply  was  not  equal  to  the 
demand,  and  the  prices  went  up  and  the  profits  increased ;  and  where 
20  per  cent  had  lormerly  been  regarded  as  a  fair  profit  on  a  house, 
some  of  them  were  getting  40  to  50  per  cent  profit. 

The  Chairman.  On  the  new  houses? 

Mr.  Creer.  On  the  new  houses. 

The  Chairman.  But  there  are  a  great  many  for  sale  to-day? 

Mr.  Creer.  Yes. 

The  Chairman.  Is  it  because  of  the  very  high  price  of  houses  this 
year  that  they  can't  be  sold  at  a  profit,  or  because  they  are  asking 
too  much  for  them  to-day? 


RECONSTRUCTION   AND  PRODUCTION.  799 


Mr.  Creer.  This  is  my  opinion  only.  My  opinion  is  that  peopl 
an  increasing  number  ot  people,  have  come  to  the  conclusion  that  the 
present  building  prices  are  altogether  too  high,  and  they  don't  want 
to  buy  houses  that  are  already  builded  at  current  prices,  and  they 
don't  want  to  build  houses  at  current  prices  for  material  labor  be- 
cause they  are  convinced,  or  think  they  are,  that  in  a  short  time  these 
prices  will  decline. 

The  Chairman.  A  house  that  would  be  sold,  say,  for  $7,000  five 
years  ago,  what  are  they  asking  for  a  house  of  that  character  to-day? 

Mr.  Creer.  Well,  they  are  probably  asking  twenty-one  or  twenty- 
two  thousand  for  it. 

The  Chairman.  My  observation  from  inquiry  about  the  country 
the  last  month  or  two  is  that  the  man  who  built  this  year  at  current 
labor  and  material  cost,  built  at  an  increase  of  from  125  to  150  per 
cent,  as  against  five  years  ago,  and  that  the  man  who  has  his  house 
to-day  has  great  difiiculty  in  selling  it  at  cost.  I  think  the  builder 
who  built  this  summer,  with  the  falling  off  in  the  production  of 
labor — the  amount  of  labor  production,  the  wages  paid  and  the  high 
cost  of  material,  must  compete  with  all  the  houses  ever  built  before ; 
so  it  looks  to  me  that  he  is  in  difficulty. 

Mr.  Creer.  Well,  he  would  be  in  difficulty  if  there  wasn't  a  demand, 
and  he  would  be  in  greater  difficulty  if  the  houses  built  before  were 
not  keen  to  get  the  biggest  price  they  can  get.  Allow  me  to  give  a 
little  illustration.  In  1914  I  was  a  little  more  interested  in  a  particu- 
lar house  because  I  wanted  to  pay  a  social  debt  in  helpfulness,  and 
1  drew  a  plan  for  a  house  and  let  the  contract  for  it.  That  house 
cost  $4,500  to  build.  It  was  built  on  a  $1,500  lot,  so  that  the  cost  of 
the  house  and  lot  was  $6,000.  Two  years  later  I  had  another  customer 
build  that  house  on  a  lot  worth  about  $500  more,  and  he  sold  the  house 
on  completion  for  $10,500.  The  next  year  I  had  another  customer 
build  the  house  on  a  lot  worth  about  twice  as  much  as  the  original 
lot,  that  is,  about  $3,000  instead  of  $1,500.  There  was  a  little  extra 
put  in  the  house  in  tne  shape  of  a  tile  roof ;  that  was  about  all.  And 
it  was  a  measure  of  some  surprise  to  me  when  I  learned  that  the 
house  had  been  sold  for  $17,000.  And  those  three  houses  were  prac- 
tically in  the  same  general  vicinity,  only  the  first  house  was  a  50- foot 
lot  and  not  so  desirable  a  street,  and  the  other  was  a  60- foot  lot  on  a 
very  desirable  street ;  but  the  difference  in  the  lot  was  only  a  matter 
of  about  $1,500;  the  difference  in  the  house  was  about  $10,000. 

The  Chairman.  The  first  house  was  built  in  what  year? 

Mr.  Creer.  I  think  1914. 

The  Chairman.  And  the  last  house  in  what  year  ? 

Mr.  Creer.  The  last  house  was  built  in  1918.  I  am  simply  giving 
Tou  that  as  showing  the  increase  in  the  cost  of  building.  We  calcu- 
late here  that  the  cost  of  building  has  increased  from  prewar  prices 
167  per  cent.  A  $10,000  house  oefore  the  war  is  a  $25,000  house 
to-day. 

May  I  speak  a  word  about  the  delay  in  building  the  last  year?  We 
had  three  main  factors,  and  the  principal  one  was  not  the  lack  of 
money.  When  we  got  to  the  middle  of  1919  the  labor  press  of  this 
city  admitted  that  they  were  five  to  six  thousand  building  mechanics 
short  of  the  demand.  There  was  a  lack  of  transportation  in  the  de- 
livery of  material  in  one  case  or  another.    Then  we  had  a  strike  of  the 
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plumbers  which  lasted,  I  think,  some  16  weeks,  if  not  longer,  which 
delayed  everything  in  the  finishing  up  of  houses.  We  had  houses 
that  were  built,  the  floors  scraped  and  varnished,  and  the  decorations 
all  hung  that  didn't  have  a  bathtub  in,  and  that  was  one  of  the  ma- 
terial things.  We  figure  that  to  build  an  ordinary  house  takes  about 
four  months,  and  we  had  a  good  many  houses  on  our  list  last  year 
that  took  longer  than  a  year  to  complete,  due  to  these  various  delays. 

The  Chairman.  How  is  the  building  of  houses  financed  here  gen- 
erally— through  building  and  loan  associations  ? 

Mr.  Creer.  Through  building  and  loan  associations,  and  the  build- 
ing and  loan  associations  are  financed  through  the  banks;  not  in  the 
way  of  loans,  Senator*  Calder,  but  here  in  this  statement  which  I 
compiled  for  1919,  there  are  34  out  of  §5  companies  reporting,  but 
they  are  the  biggest  and  best  companies,  and  they  loaned  practically 
$20,000,000.  Now,  that  is  50  per  cent  of  the  total  resources  of  those 
companies,  sir,  so  that  the  average  life  of  the  building  loan  loaned 
in  Cleveland  is  about  24  months.  Why?  We  can  only  make  loans 
for  building  when  the  trust  companies  want  real  estate  loans.  And 
these  figures  are  for  new  construction  only,  not  for  loans  to  buy 
houses,  not  for  loans  to  repair  houses,  and  not  for  apartment  houses. 
These  are  for  one  and  two  family  houses  that  the  building  and  loan 
companies  financed  in  the  year  1919.    Our  loans  were  $995,000. 

The  Chairman.  Your  company? 

Mr.  Creer.  Our  company.  We  had  paid  to  us  that  year  from  the 
trust  companies  and  the  State  banks  $642,000  for  mortgages  which 
they  took  up,  and  there  is  where  we  get  our  money. 

"the  Chairman.  You  sell  the  loans? 

Mr.  Creer.  We  can't  sell  them  under  the  law  of  Ohio,  sir ;  and  it 
is  a  very  good  law,  too.  It  prevents  the  directorate  or  executives  of 
building  and  loan  companies  from  selling  their  loans.  They  mnst 
be  taken  up  and  canceled.  When  we  lose  a  loan  Mr.  Groff's  company 
comes  down  and  hands  us  a*  check  and  cancels  our  loan,  and  they 
make  their  own  mortgage. 

The  Chairman.  This  is  a  straight  mortgage? 

Mr.  Creer.  They  are  not  all  straight  mortgages  jiow.  They  have 
begun  to  learn  something  from  the  building  and  loan  company,  and 
they  are  calling  amortization  now  a  new  idea,  as  though  it  hadn't 
been  practiced  for  17  years  by  the  building  and  loan  company  getting 

I  per  cent  in  addition  to  6  or  7  per  cent  interest,  which  makes  10  or 

II  per  cent. 

The  Chairman.  And  they  are  constantly  paying  off  your  mort- 
gages? 

Mr.  Creer.  Yes.  Mr.  Robinson  is  that  all  true  with  your  com- 
pany in  having  a  large  number  of  mortgages  canceled  by  being  taken 
up  by  the  trust  companies  and  banks? 

Mr.  Robinson.  Yes. 

The  Chairmai!?.  Have  you  a  mutual  savings  bank  system  like 
we  have  in  New  York?  , 

Mr.  Creer.  No,  sir;  there  are  only  three  mutual  banks  inside  the 
State  of  Ohio,  and  only  one  of  any  significance,  and  that  is  one 
located  on  the  public  square  here  in  the  city — the  Society  for  Sav- 
ings Bank,  which  has  been  in  existence  between  60  and  70  years, 
and  of  which  Mr.  W^^^'^^k  was  formerly  president.    The  Trustee  Sav- 


RECONSTRrCTICtN   AND  PRODUCTION.  801 

ings  Bank  didn't  get  over  the  Alleghenys.    We  have  700  savings  and 
loan  companies  in  Ohio  \\ath  half  a  billion  resources. 

The  Chairman.  I  have  heard  they  have  done  splendid  work.  Mr. 
Meyer  wishes  to  ask  you  several  questions. 

Sir.  Meyer.  Mr.  Creer,  have  the  deposits  of  your  organization 
and  similar  companies  grown  very  considerably  in  the  last  couple 
of  years — say  two  or  three  years? 

Mr.  Creer.  Mr.  Meyer,  what  do  you  want  to  hurt  my  feelings  for? 
Cleveland  is — what  shall  I  call  it? — an  exception  to  the  general  rule. 
Our  good  trust  companies  here  have  been  so  on  the  alert,  so  pro- 
gressive, and  so  aggressive,  and  so  brilliant  in  their  advertising  that 
tney  gathered  all  the  deposits. 

Mr.  Meter.  You  think,  then,  there  has  been  an  increase  in  what 
we  call  savings  deposits,  but  it  didn't  come  into  your  institutions? 

Mr.  Creer.  Oh,  yes;  large  savings  deposits  in  the  city,  but  not 
in  the  saving  and  loan  companies.  If  you  will  allow  me  to  illus- 
trate: The  city  of  Dayton,  if  you  are  acquainted  with  building  and 
loan  lore,  is  the  home  of  the  Dayton  plan  of  loaning  money — ^the 
most  progressive,  up-to-date,  permanent  plan  of  loaning.  The  re- 
sources of  the  building  and  loan  companies  in  Dayton  are  greater 
than  the  banks — the  deposits  in  the  banks,  two  to  one.  In  the  city 
of  Columbus  we  have  one  savings  and  loan  company  with  twenty  mil- 
lions of  resources,  and  the  resources  of  the  savings  and  loan  com- 
panies of  Franklin  County  are  225  per  cent  of  the  deposits  in  the 
State  banks.  T'^nderstand,  the  national  banks  are  not  counted  in  this 
per  cent.  In  Cleveland  we  have  about  10  per  cent  in  the  resources 
of  the  building  and  loan  companies  as  compared  with  the  deposits 
in  the  State  banks. 

Mr.  Meyer.  Well,  all  of  the  money  that  would  efo  to  vour  associa- 
tions would  be  loaned  practically  on  real  estate  and  building? 

Mr.  Creer.  Yes,  sir. 

Mr.  Meyer.  Now,  this  money  that  has  been  diverted,  which  per- 
haps might  have  been  expectecf  to  go  to  your  institutions  and  other 
institutioits  that  loan  on  real  estate — have  those  funds  been  devoted 
to  other  purposes  than  real  estate  lending? 

Mr.  Creer.  Why,  certainly.  In  a  State  bank  they  have  their  com- 
mercial customers,  and  they  must  care  for  them;  in  fact,  with  the 
State  banks — the  commercial  banks — the  commercial  necessities  of 
the  city  should  have  first  choice,  and  the  banks  do  not  loan  very 
largely  on  real  estate  when  there  is  a  current  demand  for  all  the 
resources  for  commercial  loans,  because  real  estate  loans  are  not  as 
liquid  as  commercial  loans. 

Mr.  Meyer.  Is  it  true  that  real  estate  loans  can  not  afford  to  pay 
as  high  a  price  for  accommodation  ? 

Mr.  Creer.  I  don't  think  that  obtains  in  Cleveland.  I  think  the 
rate  is  about  the  same  on  real  estate  loans  with  the  State  banks  as 
it  is  on  commercial  paper;  is  it  not,  Mr.  Goff  ? 

Mr.  GoFF.  Same  ratte  with  us — 6  per  cent ;  yes,  sir. 

Mr.  Creer.  May  I  say  one  word  there,  Mr.  Mever,  to  correct  a 
popular  fallacy?  You  speak  about  diverting  funds.  The  deposits 
went  by  us  and  went  directly  into  the  State  banks.  They  were  di- 
verted from  us ;  but  had  they  been  deposited  with  us,  they  would  not 
haA^e  been  diverted  from  the  banks.    Why?     As  Senator  Pomerene 
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knows,  eveiy  savinjrs  and  loan  company  in  the  State  of  Ohio  must 
have  a  local  depository;  they  can't  keep  their  funds  in  their  own 
vault.  And  if  somebody  came  to  Mr.  Robinson's  company  to-day  and 
deposited  ten,  fifteen,  or  twenty  thousand  dollars,  and  Mr.  uoiTs 
bank  is  his  depositorv,  it  would  be  in  Mr.  Goff's  bank  before  the  close 
of  business  to-day.  It  would  be  only  a  question  of  checking  it  out ; 
he  would  get  the  money  just  the  same.  That  is  where  people  some- 
times lose  sight  of  a  popular  way  of  helping  a  savings  and  loan  com- 
pany with  idle  funds.  Putting  it  into  the  savings  and  loan  com- 
pany they  can  get  a  little  higher  rate  of  interest  tor  it,  and  it  goes 
into  the  bank  anyhow.  I  had  a  man  come  in  the  other  day  and  give 
me  a  check  for  $5,000.  It  was  on  a  bank  that  was  one  of  our  deposi- 
tories. It  didn't  disturb  our  bank  at  all,  and  only  required  a  little  bit 
of  bookkeeping,  decreasing  their  balance  bv  five  thousand  and  in- 
creasing ours  by  five  thousand,  and  we  have  five  thousand  more  to 
lend  on  building. 

Mr.  Meyer.  Have  the  installment  payments  on  mortgages  been 
paid  with  regularity  during  the  past  few  years  as  compared  with 
other  years?  * 

Mr.  Creer.  Yes,  sir.  As  you  see  by  our  statement,  Mr.  Meyer,  we 
had  over  $2,000,000  in  mortgages,  and  on  the  1st  day  of  October 
we  had  $637  delinquent  interest,  of  which  $525  was  in  one  item,  a 
rather  big  proposition  that  a  man  had  fallen  doTvn  on,  and  he  owed 
us  that  much  interest  for  six  months.  Only  three  accounts  totaling 
$637. 

Senator  Pomerene.  How  many  accounts  in  all,  approximately  ? 

Mr.  Creer.  I  couldn't  tell  you  how  many,  Senator.    Probably  800. 

The  Chairman.  I  want  to  ask  you  this :  As  I  recall  Mr.  Robinson^s 
statement,  he  said  something  like  $12,000,000  had  been  loaned  this 
year  in  Cleveland  by  building  and  loan  companies. 

Mr.  Robinson.  That  is  an  estimate  covermg  five  months. 

The  Chairman.  Now,  have  you  any  idea  how  much  has  been 
loaned  by  the  banks  on  real  estate  mortgages  ? 

Mr.  Creer.  No. 

The  Chairman.  Would  you  say  as  great  an  amount  as  the  build- 
ing and  loan  associations  ? 

Mr.  Creer.  Oh,  I  should  say  more. 

The  Chairman.  Much  more? 

Mr.  Creer.  I  should  say  more.  Now,  Mr.  Goff's  bank  makes  more 
loans  in  number  than  any  other  institution  in  town.  The  building 
and  loan  companies,  Senator,  are  the  creative  element;  the  State 
banks  are  the  oank  element.  A  good  many  of  them  do  not  want  to 
be  bothered  with  the  detail  of  construction  loans. 

The  Chairman.  Your  loans  are  made  as  the  building  advances — 
so  much  when  the  roof  is  on,  so  much  when  the  rough  plumbing  is 
in,  so  much  when  the  house  is  completed  ? 

Mr.  Creer.  Yes.  The  ordinary  house  for  $5,000  has  seven  esti- 
mates— one  when  the  foundation  is  completed,  one  when  the  frame 
is  up,  one  when  the  roof  is  on,  one  when  the  plumbing  is  ready  for 
placing,  next  when  plastered,  next  when  the  finish  is  put  on,  and  the 
balance  when  completed. 

The  Chairman.  And  the  banks  simply  make  permanent  mort- 
gages after  the  house  is  up  and  completed  ? 

Mr.  Creer.  Yes. 
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The  Chairman.  Have  you  any  idea  of  the  value  of  mortgages  made 
by  private  individuals  to  people  desiring  loans  for  construction  ? 

Mr.  Creer.  I  haven't  any  idea,  sir;  but  it  goes  into  fabulous  fig- 
ures. For  instance,  the  savings  and  loan  companies  of  this  county 
have  over  forty  millions  in  resources,  all  invested  in  mortgages.  We 
have  a  second  mortgage  company  which  has  been  brought  into  being 
very  largely  through  the  era  of  high  prices.  As  Mr.  Robinson  very 
cleverly  sidestepped  when  you  asked  him  what  percentage  he  was 
lending — we  don't  know  what  percentage  we  are  lending  at  the 
present  time,  because  our  loans  are  likely  to  stay  on  for  seven  or 
eight  years,  and  God  only  knows  what  the  prices  and  values  will  be 
at  the  end  of  that  time,  so  that  we  have  to  be  conservative  in  han- 
dling other  people's  money.  So  that  other  people  with  a  little  more 
courage  have  organized  second  mortgage  companies  with  a  capitali- 
zation of  $26,000,000,  doing  business  right  along  in  this  city ;  so  that 
you  can  see  with  the  mortgages  of  the  trust  companies,  the  savings 
and  loan  companies,  the  State  hanks,  and  the  second  mortgage  com- 
panies, it  nms  into  large  figures. 

Tlie  Chairman.  Do  you  know  whether  the  loans  made  by  private 
individuals  have  decreased  in  these  latter  years? 

Mr.  Creer.  I  do  not. 

The  Chairman.  We  met  this  situation  somewhat  around  the  coun- 
try'— that  the  private  lender  is  drawing  out  of  mortgage  investments 
on  the  theory  that  the  hijrh  income-tax  rate  and  excess-profits-tax 
rate  have  tended  to  tax  his  income  so  great  that  he  is  taking  that 
money  out  of  mortgages  and  putting  it  into  nontaxable  securities. 
We  find  that  in  New  York  City  the  private  lender  is  out  of  the 
market. 

Mr.  Creer.  Why  is  that  true  in  New  York,  if  you  will  excuse  me 
for  asking,  when  you  have  only  a  small  mortgage  tax  in  Xew  York? 

The  Chairman.  There  the  income  of  the  profiteering  landlord  is 
taxable  at  Washington,  and  some  men  are  paying  as  high  as  70  per 
cent  tax  on  their  income.  It  nets  them  about  IJ  per  cent.  They  are 
simply  going  out  of  the  mortgage  business. 

Mr.  Creer.  The  mortgages  are  subject  to  the  same  rate  of  tax  as 
any  other  property  we  have.  Everything  is  assessed  at  its  value  in 
money.  For  instance,  if  a  man  owns  a  $3,000  automobile  or  a  $3,000 
automobile  mortgage,  he  is  supposed  to  pay  equal  tax  on  each. 

Mr.  Meyer.  What  is  the  prevailing  interest  on  acceptable  second 
mortgages  ? 

Mr.  Creer.  Second  mortgages  of  one  year  bearing  6  per  cent  in- 
terest are  subject  to  a  discount  of  10  per  cent. 

The  Chairman.  In  line  with  the  questions  I  asked  you  a  moment 
ago  about  the  private  lending,  in  the  past  in  the  city  of  New  York 
about  three- fourths  of  all  the  money  loaned  on  mortgage  came  from 
private  investment. 

Mr.  Creer.  Through  the  (luaranty  and  the  Lawyers,  and  such 
companies? 

The  Chairman.  Yes.  And  that  has  fallen  off  at  least  50  per  cent — 
private  lending — ^because  of  the  high  taxation. 

Mr.  Creer.  We  have  no  company  here  corresponding  to  those.  In 
fact,  there  is  no  large  company  like  your  Title  Guaranty  &  Trust 
and  your  Lawyers  Abstract  &  Trust,  or  the  Title  &  Guaranty  of 
Philadelphia,  who  make  a  business  of  selling  mortgages.     I  remem- 
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ber  several  years  ago  the  president  of  the  Title  &  Guaranty  Co.  told 
me  they  had  sold  $150,000,000  of  mortgages  that  year. 

The  Chairman.  I  asked,  I  think,  Mr.  Robinson  about  the  combi- 
nations of  building-material  interests  to  raise  prices  abnormally,  to 
fix  prices  excessively.  Does  that  condition  exist  here  to  your  knowl- 
edge ? 

Mr.  Creer.  Xot  that  I  know  of.  I  have  never  heard  of  such  a 
condition.  But  this  condition  does  exist:  A  great  reluctance  on  the 
part  of  everybody  that  has  anything  to  sell  to  forego  the  line  of 
profit  they  had  two  or  three  years  ago. 

The  Chairman.  Have  you  observed  since  the  war  a  disposition  on 
the  part  of  men  in  the  building  line  to  profit  abnormally  in  the 
sale  of  materials  ? 

Mr.  Creer.  I  think  Ralph  Stoddard  is  getting  too  much  for  brick, 
and  I  told  him  so,  but  he  didn't  believe  me. 

The  Chairman.  Have  you  anj'  information,  or  have  you  heard 
any  statement  that  would  lead  you  to  believe  that  there  has  been  any 
demand  on  the  part  of  labor  lor  a  share  in  the  building  profits,  as 
indicated  in  New  York,  where  labor  organizations  have  caused 
strikes  to  be  held  for  the  purpose  of  bemg  paid  to  have  them 
called  off? 

Mr.  Creer.  Xo.  The  only  trouble  we  had  here,  when  we  were 
five  or  six  thousand  building  trades  mechanics  short,  was  the  extreme 
modesty  in  exerting  themseh  es. 

*  The  Chairman.  Was  there  an  investigation  here  recently  and  a 
business  agent  or  walking  delegate  sent  to  jail  for  some  crime  in 
connection  with  calling  off  strikes? 

Mr.  Creer.  Yes.  That  was  on  large  work.  Incidental  to  that,  the 
building  of  this  town  would  be  very  flat  were  it  not  for  the  fact  that 
a  number  of  large  enterprises  are  bleing  carried  through.  You  know 
people  always  have  money  for  luxuries.  It  is  the  necessities  that 
have  pinched  people  to  get  the  money  for.  I  think  about  $16,000,000 
are  being  expended  in  this  city  at  the  present  time  for  theaters. 

The  Chairman.  That  is,  money  available  for  the  building  of 
theaters  ? 

Mr.  Creer.  Yes. 

Tli*e  Chairman.  Mr,  (ireer,  in  the  building  of  houses  by  the  men 
who  build  for  the  market — and  I  assume  that  that  class  of  men  does 
most  of  the  house  building — is  it  the  practice  here  for  these  builders 
to  take  back  a  considerable  portion  ot  the  money  for  the  sale  of  the 
property  in  purchase-money  mortgages? 

Mr.  Creer.  T'^siially  a  second  mortgage.  They  usually  got  a  mort- 
gage for  all  the  traffic  will  stand  to  build  the  house  with ;  then  when 
tliey  sell  it  to  somebody  thoy  get  as  big  a  down  payment  as  they  can, 
and  then  take  a  second  mortgage  for  the  balance.  If  they  are  for- 
tunate in  other  business  enterprises  to  get  sufficient  money  to  carry 
that  themselves  they  do  so;  otherwise  there  is  the  market  and  cus- 
tomer of  the  second-mortgage  company. 

The  Chairman.  They  assign  this  second  mortgage  to  material 
men,  but  in  the  main  they  are  sold  to  the  second-mortgage  companies? 

Mr.  Creer.  Yes.  Mr.  ()  Brien,  I  don't  think  the  material  men  take 
very  many  second  mortgages,  do  they? 

Mr.  0'6riex.  Xo. 

Tlie  Chairman.  Now,  we  will  hear  Mr.  Feiss. 
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TESTIMONY  OF  MB.  PAUL  L.  FEISS,  FBESIDENT,  CLEVELANB 

HOTJsnro  CO. 

The  Chaikmax.  Mr.  Feiss,  you  are  chairman  of  the  Cleveland 
Housing  Commission,  is  it? 

Mr.  Fetss.  I  was  chairman  of  the  housing  committee  of  the  cham- 
ber of  commerce,  and  about  six  months  ago  we  formed  the  Cleveland 
Housing  Co. — the  chamber  of  commerce  did — to  build  houses  for  the 
workers,  and  I  am  president  of  that  corporation. 

The  Chairman.  Yes;  I  have  heard  of  that.  We  will  be  very  glad 
to  have  you  tell  us  just  how  that  is  operated. 

Mr.  Feiss.  It  is  operated  on  a  basis  similar  to  that  of  any  other 
building  company,  except  that  the  sale  of  stock  has  been  confined  to 
employers  of  labor.  We  have  tried  to  impress  the  employers  that 
the  housing  problem  is  an  industrial  problem,  and  that  they  have  a 
responsibility  to  the  community  and  to  their  employees  to  provide 
for  them  a  better  grade  of  housing,  a  higher  standard  than  they  have 
had,  and  at  the  lowest  possible  cost.  With  that  in  mind  we  formed 
this  corporation  to  build  houses  at  cost,  plus  a  reasonable  interest  on 
the  investment. 

The  Chairman.  When  was  this  corporation  organized? 

Mr.  Feiss.  I  think  it  was  about  six  or  eight  months  ago ;  approxi- 
mately that. 

The  Chairman.  What  is  the  capitalization  of  your  company? 

Mr.  Feiss.  We  are  capitalized  for  $1,000,000,  and  we  have  sold 
about  a  third  of  that  so  far. 

The  Chairman.  And  you  have  invested  that  money  in  the  build- 
ing of  houses? 

Mr.  Feiss.  Yes;  we  arq  just  completing  our  first  lot  of  35  houses. 
The  second  lot  is  in  process  of  construction. 

The  Chairman.  Are  these  35  all  single  families? 

Mr.  Feiss.  All  except  a  few.  Some  of  the  comer  lots  are  being 
developed  as  two- family  houses,  but  the  others  are  single  houses. 

The  Chairman.  You  say  35  are  about  completed? 

Mr.  Feiss.  Yes. 

The  Chairman.  What  will  you  have  to  ask  for  these  houses  when 
you  sell  them?  ^ 

Mr.  Feiss.  They  vary  somewhat  because  of  variation  in  width  and 
depth  of  lots,  and  somewhat  in  reference  to  the  character  of  house ; 
but  the  prices  we  are  asking  are  between  $8,000  and  $8,500. 

The  Chairman.  How  many  rooms,  please? 

Mr.  Feiss.  About  six  rooms. 

The  Chairman.  And  the  lot? 

Mr.  Feiss.  The  lot  minimum  is  40  by  110,  up  to  50  by  150. 

The  Chairman.  Do  you  intend  those  houses  for  workingmen? 
They  are  hardly  workingmen's  houses,  are  they? 

Mr.  Feiss.  We  have  aimed  at  not  what  is  generally  known  as  com- 
mon labor  but  at  a  somewhat  higher  grade  in  our  first  lot.  We  hope 
to  build  cheaper  houses  beginning  with  spring.  We  are  aiming  at 
the  key  man — at  the  minor  executive  and  foreman — so  that  in  our 
first  operation  we  will  have  a  little  more  leeway  for  error,  which  we 
expected  would  develop,  than  we  would  have  later  on.  However, 
even  so,  we  believe  the  houses  we  are  offering  are  at  a  lower  price 
than  any  others  of  similar  grade  in  the  city.    We  have  bought  our 


806  RECONSTRUCTION   AND  PRODUCTION. 

materials  at  wholesale ;  we  have  used  labor-saving  machinery  and  de- 
vices on  the  job,  and  have  tried  to  avail  ourselves  of  every  possible 
legitimate  device  to  keep  the  cost  down  and  yet  build  good  nouses. 

The  Chairman.  They  have  a  bathroom,  of  course? 

Mr.  Feiss.  Yes.  The  downstairs  has  a  comfortable  living  room^ 
dining  room,  and  kitchen;  the  upstairs  has  three  bed  rooms  and  a 
bath,  with  a  basement  under  the  entire  house. 

The  Chairman.  Are  they  frame  or  brick  houses? 

Mr.  Feiss.  Frame  or  stucco. 

The  Chairman.  Do  you  offer  these  houses  for  rent? 

Mr.  Feiss.  For  sale  only. 

The  Chairman.  Ten  per  cent  of  that  would  be  about  $70  a  month. 
A  man  could  buy  that  house  who  could  afford  to  pay  $70  a  month. 
He  would  need  to  have  an  Income,  to  live  in  that  house,  of  about 
$3,000  a  year. 

Mr.  Feiss.  Somewhat  less  than  that,  based  upon  current  rents. 
Of  course,  part  of  his  payment,  1  per  cent  a  month,  would  be  toward 
the  paying  off  of  the  mortgage. 

The  Chahoian.  I  think  the  work  you  are  doing  is  most  com- 
mendable, but  I  note  that  you  have  onlv  had  $300,000  worth  of  stock 
subscribed  for.  You  find  it  difficult,  don't  you,  in  inducing  the  big 
interests  of  the  city  to  subscribe  for  the  stock? 

Mr.  Feiss.  We  have  found  it  difficult,  but  we  haven't  made  as 
aggressive  a  campaign  on  that  as  we  are  contemplating.  We  do  not 
expect  to  make  our  first  operation  a  very  big  one,  first,  because  of  the 
excessive  cost  and  accompanying  hazard,  and,  second,  being  a  big 
corporation,  we  do  not  want  to  use  up  all  of  our  capital  until  we  have 
established  our  routine  of  procedure.  We  hope  by  spring  to  enlarge 
our  capital. 

The  Chairman.  Have  you  sold  any  of  tliese  houses? 

Mr.  Feiss.  We  have  just  begun  to  sell,  and  we  have  sold,  I  think, 
four  or  five  houses,  and  the  selling  campaign  is  just  on  now. 

The  Chairman.  The  prices  you  have  got  so  far  indicate  a  profit  on 
the  operation? 

Mr.  Feiss.  Our  margin  is  based  on  the  cost  of  material  and  labor 
plus  the  actual  cost  of  administration  and  general  overhead,  plus  an 
estimated  6  or  7  per  cent  on  the  invested  capital.  There  is  no  j>rofit 
outside  of  tl^t.  In  other  words,  we  hope  to  be  able  to  make  this  an 
investment  security,  but  one  without  any  hazard  of  loss  and  also 
without  any  profit  from  a  fluctuating  market. 

The  Chairman.  You  were  chairman  of  the  chamber  of  commerce 
housing  committee.  From  your  study  of  the  situation,  do  you  think 
there  is  a  real  housing  need  in  this  citv? 

Mr.  Feiss.  I  have  before  me  what  1  think  is  the  only  housing  in- 
vestigation that  has  been  made  in  this  country  from  the  point  of  view 
of  industrial  conditions.  This  was  made  in  1918.  At  that  time — ^it 
was  during  the  war — I  was  made  the  local  representative  of  the 
Housing  Corporation.  I  don't  recall  what  the  title  was,  but  you  no 
doubt  know  what  I  mean ;  and  we  were  asked  to  give  a  report  on  the 
Cleveland  conditions.  We  then  made  a  very  exhaustive  investigation 
of  the  housing  conditions  of  Cleveland  in  reference  to  industry,  be- 
cause the  thing  the  Government  was  particularly  interested  in  was 
whether  an  industrial  community  largely  engaged  in  the  production 
of  war  commodities  required  any  assistance  in  developing  its  housing 
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resources.  As  a  result  of  that  we  have  some  very  interesting  fi«:ures 
tabulated,  which  I  shall  be  very  glad  to  give  the  reporter  it  you 
desire  to  have  it. 

The  Chairman.  We  shall  desire  to  have  it. 

Mr.  Feiss.  This  is  -"«  of  1918,  so  that  it  is  not  quite  up  to  date,  so  I 
have  some  notations  which  will  bring  it  up  to  date.  I  wish  to  empha- 
size particularly  the  1915  figures,  oasea  upon  a  census  not  of  the 
Cleveland  district  but  of  the  Cleveland  city  area.  We  estimated  the 
population  in  round  numbers  at  718,000. 

The  Chairman.  In  1915  ? 

Mr.  Feiss.  In  1915.  That  through  the  succe&sive  years  increased 
in  1918  to  856,000,  and  we  have,  of  course,  the  last  census  of  1920, 
which  brings  that  in  round  numbers  up  to  900,000.  In  1915  we 
built  2,722  apartments  and  tenements,  5,000  dwellings — I  am  giving 
you  round  numbers — or  a  total  of  7,779.  -In  1918,  with  the  popula- 
tion increased  from  718,000  to  856,000,  we  built  a  total  of  the  two 
elements,  tenements  and  dwellings,  of  2,321,  a  decrease  from  7,779 
to  2,321,  with  a  substantial  increase  in  population.  We  have  in  1919 
a  total  of  3,706,  a  rather  interesting  increase  immediately  following 
the  business  depression  which  succeeded  the  signing  of  the  armistice, 
but  in  1920,  the  current  year,  for  10  months  it  has  dropped  to  2,431. 
I  can  give  you  the  apartment  houses  and  dwellings  separately  if 
you  wish  it. 

These  are  figures  from  the  building  inspector's  office.  Now,  Mr. 
Creer  has  called  attention  to  the  important  fact  that  these  figures 
which  we  get  from  the  Cleveland  building  department  are  for  the 
Cleveland  city  area  and  not  for  the  metropolitan  district,  including 
suburbs ;  and  it  is  in  the  suburbs  where  a  large  number  of  distinctly 
residential  operations  are  proceeding.  But  that  is  sometimes  de- 
ceptive, too,  becfause  the  aggregate  in  dollars  and  cents  increases 
substantially  because  of  the  high-class  dwellings  that  are  built  in 
many  of  these  suburban  districts. 

I  have  no  doubt  but  that  if  these  houses  which  are  now  finished 
and  as  yet  unsold  were  all  occupied  we  would  have  some  relief, 
perhap)s  considerable  relief;  but,  after  all,  most  of  these  houses  are 
not  available  for  the  workers  of  the  city,  and  for  that  reason  the 
relief  would  not  be  in  the  particular  direction  in  which  I  believe  we 
feel  the  most  relief  is  needed. 

We  estimated  that  in  1918  there  was  a  shortage  of  12,000  houses, 
basing  the  figure  upon  the  approximate  need  of  60,000  workers  who 
required  housing  facilities.  Now,  we  contemplated  the  provision  not 
only  of  houses  for  workers  who  were  housed — obviously  we  had 
nobody  living  on  the  streets  or  in  the  parks — ^but  we  took  into  con- 
sideration the  character  of  the  houses  and  tenements  occupied.  In 
other  words,  we  believe  that  there  is  a  great  overcrowding  and  great 
congestion,  and  unless  we  relieve  that,  the  entire  Question  of  living 
standards  in  this  city  is  going  to  prove  to  be  one  of  the  most  serious 
problems  that  we  have  ever  been  confronted  with. 

Just  as  an  example  of  one  of  the  things  that  our  invest isration 
showed:  In  the  first  place,  home  owning  among  industrial  workers 
is  on  the  decrease,  35  per  cent  of  the  families  m  Cleveland  owning 
their  homes  in  1910 — only  a  short  time  ago — and  13.8  per  cent  of  the 
wage  earners  owning  their  homes  in  1918.  Of  course,  this  is  an  esti- 
mate based  on  averages  covering  the  investigation  that  we  made. 
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which  was  a  house-to-house  investigation  in  certain  typical  districts, 
in  factories,  through  questionnaires  asked  of  workers  through  the 
cooperation  of  their  employers. 

Another  very  interestiiifj  fact  was  shown  at  that  time.  Thirty-four 
and  one-tenth  per  cent  of  the  wage  earners  in  Cleveland  were  lodgers; 
35  per  cent  of  these  lodgers  were  married.  Now,  the  significance  of 
that,  it  seems  to  me,  is  extremely  interesting  and  important.  In  other 
words,  the  housing  shortage  compelled  men  who  had  left  their  fam- 
ilies in  small  cities  or  towns  outside  of  Cleveland  to  take  lodgings 
and  leave  their  families  at  home,  and,  of  course,  the  disintegration  of 
family  life  as  a  result  of  that  is  a  serious  menace. 

Mr.  MilTER.  Touching  on  that  point,  there  was  a  great  concentra- 
tion in  industrial  activity  during  the  year  1918 ;  then  you  spoke  of  a 
depression  in  1919,  after  the  signing  of  the  armistice,  followed  by  a 
period  of  intense  activity  in  the  fall  of  1919  and  in  the  spring  of  this 
year,  and  now  again  I  suppose  there  is  the  beginning  of  progressive 
depression,  as  there  is  in  all  manufacturing  centers.  To  what  extent 
do  you  think  there  would  be  some  relief  to  the  housing  from  a  relief 
in  the  impelling  strength  of  this  industrial  activity,  that  brought 
these  men  that  you  speak  of  from  the  smaller  adjacent  towns  into 
Cleveland,  stimulated  by  the  attraction  of  very  hi^h  wages  and 
steady  employment  ? .  Isn't  it  apt,  with  the  relaxation  m  the  activity 
of  industry  which  is  going  on  now,  to  cause  some  decentralization 
out  of  the  industrial  centers — ^some  return? 

Mr.  Feiss.  I  believe  that  the  decentralization  of  urban  population 
may  be  brought  about  to  some  extent  by  the  temporary  letting  up  of 
the  high  rate  of  speed  at  which  industry  has  been  going,  but  I  be- 
lieve also  that  statistics  covering  the  last  30  or  40  years  have  shown 
a  steady  flow  from  the  rural  to  the  urban  districts;  and  leaving  the 
war  entirely  out,  I  think  you  will  easily  find  that  the  cities  are  grow- 
ing larger  and  that  the  rural  districts  are  not  increasing  their  popu- 
lation proportionately.  The  acceleration  in  the  cities  will  undoubt- 
edly subside,  but  the  fact  does  remain  that  many  men  have  received 
high  wages  and  have  settled  here,  and  it  is  the  nature  of  a  man,  after 
all,  to  establish  a  home  and  to  remain  there  if  it  is  possible  to  do  so. 
Of  course,  it  may  not  be  possible,  and  then  he  has  to  find  other 
places.    Comparatively  few  men  go  back  to  the  country,  however. 

The  Chairman.  And  so  far,  from  your  observation,  there  has  not 
been  that  departure  yet  to  any  extent  ? 

Mr.  Feiss.  I  think  Cleveland  is  fortunate  in  many  ways,  aside 
from  the  fact  that  its  geographical  location,  because  it  has  a  very 
remarkable  opportunity  for  normal  growth ;  and  Cleveland's  growth 
has  been  normal ;  that  is,  there  has  been  no  boom  as  there  has  been 
in  other  cities,  where  industry  has  developed  of  an  entirely  different 
type.  But  we  have  a  tremendous  diversification  of  industries  in 
Cleveland,  and  while  I  have  no  figures,  I  would  be  surprised  if'  our 
percentage  of  unemployment  at  this  time  was  not  less  than  almost 
any  other  city  of  its  type  in  the  country.  That,  of  course,  means  that 
Cleveland  is  an  attractive  place  to  come  to.  We  have  a  healthful 
climate :  our  mortality  rate  is  among  the  best  in  the  country.  There 
is  a  steady  flow  toward  Cleveland,  as  the  census  shows.  I  think  the 
artificial  conditions  that  you  refer  to  will  be  eliminated  or  retarded, 
at  any  rate ;  but  I  think  we  shall  have  a  housing  problem  in  Cleve- 
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land  for  many  years  to  come,  because  we  have  got  to  eliminate  the 
insanitary,  undesirable  conditions  here.  People  have  a  roof  over 
their  heads,  it  is  true,  but  they  are  not  living  as  they  should,  and 
they  are  no  longer  buying  homes  as  they  did  in  the  past. 

The  Chairman.  And  the  i^eason  why  they  are  not  is 

Mr.  Feiss.  The  high  cost  of  buying. 

The  Chairman.  Has  it  occurred  to  vou  what  would  be  helpful 
from  the  standpoint  of  legislation  at  Washington  to  help  relieve 
the  situation? 

Mr.  Feiss.  I  submitted  a  report  to  Secretarv  Wilson  during  the 
i^'ar,  urging  that  the  Government  establish  a  Federal  credit,  either 
to  loan  directly,  as  through  the  Rural  Credit  System,  or  to  assist  the 
banks  and  building  and  loan  companies  in  refinancing  their  own 
building — their  mortgages.  I  would  also  hope  that  there  might  be 
some  relief  in  State  kgislation  through  the  exemption  of  mortgages 
used  for  low-priced  dwellings  from  State  taxation.  I  still  feel  that 
the  (Tovernment  could  be  very  helpful. 

The  Chairman.  I  have  introduced  a  bill  which  permits  the  organi- 
zation of  a  home  banking  system  somewhat  along  the  line  of  the 
farming  system,  using  the  building  and  loan  associations  for  that 
purpose.  If  this  bill  were  made  a  law  it  would  permit  them  to  de- 
posit with  the  home  loan  bank  in  their  community — they  probably 
would  have  one  in  every  Federal  reserve  district — deposit  with  the 
superintendent  of  the  home  loan  bank,  and  they  could  borrow  up  to 
60  per  cent.  The  objection  raised  to  that  is  that  it  would  create 
more  tax-exempt  securities.  That  has  been  one  of  the  most  difficult 
things  we  have  had  to  deal  with.  Before  the  war  we  had  three  and 
a  half  to  four  billion  dollars  in  tax-exempt  securities  in  this  coun- 
try, and  to-day  we  have  over  fourteen  billions,  and  the  rich  men  are 
getting  away  from  taxes  by  putting  their  money  into  them.  Of 
course,  one  can't  blame  them  if  they  can  get  awaj  with  it  that  way. 
I  want  to  ask  you  if  you  think  it  would  be  advisable  for  Congress 
to  enact  legislation  exempting  the  income  on  mortgages  from  taxa- 
tion ?  That  would,  of  course,  attract  money  to  building  investments 
or  mortgage  investments. 

Mr.  Feiss.  I  think  undoubtedly  that  would  attract  money  into  the 
building  of  homes.  I  think,  however,  that  the  tax  exemption  should 
apply  to  only  certain  types  of  mortgages — mortgages  only  used  for 
the  building  of  houses  or  tenements  costing  less  than  so  much.  In 
other  words,  there  is  no  reason  in  the  world  why  any  exemption 
in  a  house  should  go  £o  a  well-to-do  man  when  he  is  willing 
to  pay  fifty  or  a  hundred  thousand  dollars  for  his  residence  or  apart- 
ment house,  where  the  rental  will  exceed  $100  a  month.  But  I  believe 
it  should  be  a  temporary  assistance,  and  need  not  be  a  permanent 
thing,  because  I  frankly  believe  that  Government  relation  to  busi- 
ness should  be  a  diminishing  one  rather  than  an  increasing  one,  be- 
cause we  have  done  well  and  grown  well  without  this  direct  assist- 
ance. I  believe  that  as  a  measure  of  expediency  for  a  short  period  of 
time,  if  we  can  make  fluid  capital  at  the  lowest  possible  cost,  it  will 
contribute  substantially  in  reducing  the  cost  of  housing. 

The  Chairman.  The  State  of  New  Jersey  has  passed  a  law  re- 
cently exempting  merely  local  taxation  on  one  and  two  multiple 
dwellings  for  a  period  of  five  years.    That  is,  any  building  constructed 
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this  calendar  year  or  next  will  pay  no  taxes  on  the  improvements  for 
a  period  of  nve  years.  New  York  State  Legislature  has  passed  a 
bill  giving  to  each  local  community  the  right  to  enact  legislation  do- 
ing the  same  thing.  But  in  Washington  last  winter  we  did  some- 
thing that,  it  has  occurred  to  me,  is  the  one  remedy  that  we  might 
seriously  consider  there.  In  passing  our  shipping  bill  we  provided 
that  the  profits  on  foreign  shipping — American  vessels  engaged  in  the 
foreign  trade — should  he  exempt  from  all  excess-profits  taxes  during 
the  next  10  years.  Do  you  thmk  it  would  be  well  for  Congress  to 
enact  legislation  under  our  Federal  taxation  of  profits  on  the  sale  of 
dwelling  houses — 1  mean  one  family  or  as  many  families  as  you  like — 
exempting  taxation  on  the  profits,  provided  those  profits  were  within 
the  next  12  months  invested  in  other  new  buildings  ? 

Mr.  Feiss.  I  have  not  thought  about  that.  It  sounds  very  plausible. 
I  do  not  think  I  would  be  prepared  to  give  an  ^opinion  without  giv- 
ing the  matter  more  thought. 

The  Chairman.  The  men  who  built  dwelling  houses  of  any  char- 
acter this  year,  in  the  main,  are  not  going  to  make  any  money ;  those 
who  built  houses  last  year  made  money.  The  builder  to-day  is  fear- 
ful of  the  future.  That  is  the  experience  I  find  all  over  the  country. 
Now,  it  would  be  an  inducement  to  any  man  who  builds  houses  the 
next  five  years  and  makes  any  money  on  the  sale  of  those  houses  that 
he  builds,  if  he  were  not  required  to  pay  any  Federal  tax  on  his 
profits,  provided  that  within  the  next  year  he  reinvests  all  profits  in 
new  building. 

Mr.  J'eiss.  I  should  think  that  would  attract  considerable  money. 

The  Chairman.  That  we  have  done  in  the  way  of  encouraging 
shipping  for  our  foreign  trade,  provided  all  the  profits  in  the  next 
year  are  invested  in  new  ships.  I  know  that  Senator  Pomerene 
ieels  as  I  do  about  it;  we  want  to  avoid,  if  we  possibly  can,  the 
(xovernment  going  into  the  building  of  houses,  like  they  are  doing 
over  in  France  and  England  to  a  tremendous  extent.  In  France 
the  Government  offers  to  pay  one-half  of  the  construction ;  in  Eng- 
land a  third.  In  France  a  man  can  borrow  money  at  2  per  cent  from 
the  Government,  and  the  Government  is  paying  7.  I  am  a  little 
fearful  that  unless  we  do  something  to  stimulate  this  industry  for 
a  little  while  in  some  way,  we  may  get  into  a  somewhat  similar 
situation.  Do  you  think  that  suggestion  of  mine  would  be  a  good 
one  ? 

Mr.  Feiss.  It  sounds  to  me  offliand  very  attractive.  There  is  one 
phase  about  the  financing  of  home  building  that  I  think  ought  to  be 
given  a  great  deal  of  study.  The  financing  of  the  first  mortgage  in 
the  city  has  not  been  so  very  difficult,  except  the  amount  that  can  be 
loaned,  as  has  been  described  by  Mr.  Creer  and  Mr.  Robinson,  is 
very  considerable.  It  is  the  financing  of  the  junior  mortgage — the 
second  mortgage,  that  has  been  expensive,  and,  I  think,  is  perhaps 
one  of  the  most  important  problems  in  the  financing  question  of 
houses.  Second  mortgage  houses  have  supplied  a  very  important 
service.  If  it  had  not  been  for  them  we  could  not  have  built  any- 
thing like  we  have;  but  the  great  cost  of  discounting  second  mort- 
gages has  added  a  substantial  margin  to  the  financing  cost.  Now 
the  result  has  been  that  the  tenant  or  the  purchaser  of  the  house  is 
paying  a  pyramided  margin  on  something  besides  bricks  and  stone 
and  labor — unavoidably,  under  the  circumstances ;  and  if  it  had  not 


RECONSTRUCTION   AND  PRODUCTION.  811 

been,  I  repeat  again,  for  the  second  mortgage  companies — and  I 
don't  want  to  be  considered  as  assailing  tnem  or  accusing  th^n; 
it  has  been  like  all  other  business,  the  result  of  an  unusual  situation — 
but  if  something  could  be  done  in  that  direction,  I  believe  that  we 
would  assisting  the  worker  very  materially. 

I  had  hoped  that  a  method  could  be  worked  out  whereby  a  single 
mortgage  covering  the  entire  operation  could  be  made — some  method 
of  handling  that  in  a  simpler  way  than  it  is  now  handled  for  the 
worker  could  be  evolved;  but  under  present  conditions  it  seems 
impossible  to  do  that.  I  think  Mr.  Creer's  experience  on  the  per- 
centage of  delinquency  in  reference  to  the  installment  plan  has  been 
the  same  with  all  builders  of  low-priced  houses.  I  went  into  that 
rather  thoroughly  a  year  ago,  when  we  started  to  consider  building, 
and  the  builders  generally  say  their  losses  are  so  small  as  to  be  really 
not  worth  consideration. 

The  Chairman.  That  is  mjr  information  all  over  the  country.  I 
have  built,  myself,  perhaps  five  or  six.  thousand  houses  in  my  life- 
time, and  I  don't  recall  a  loss  on  more  than  half  a  dozen  second  mort- 
fages.  The  man  who  buys  a  dwelling  house  to  live  in  with  his 
amilv  struggles  to  pay  for  it,  and  he  does  pay  for  it.  Have  you  in 
this  l??tate  a  mortgage  tax  law  ? 

Mr.  Feiss.  Yes. 

The  Chairman.  How  does  that  operate  ? 

Mr.  Feiss.  Mr.  Creer  or  Mr.  Goff  could  tell  you  more  about  that 
in  detail  than  I  could.  When  I  said  I  recommended  the  exemption 
of  mortgage  tax  it  was  the  State  tax  I  referred  to. 

The  Uhairman.  Have  you  a  State  mortgage  income  tax  law  here? 

Mr.  Feiss.  Not  yet. 

The  Chairman.  I  asked  Mr.  Creer  about  the  number  of  private 
lenders  on  mortgages  in  this  city.  Have  you  any  knowledge  on  that 
subject  ? 

Mr.  Feiss.  I  have  no  figures,  but  there  are  quite  a  number  of  large 
private  companies  in  Cleveland  that  are  loaning  money. 

The  Chairman.  I  am  speaking  of  individuals. 

Mr.  Feiss.  And  I  believe  there  are  quite  a  number  of  individuals. 
I  happen  to  be  associated  with  a  number  of  charitable  organizations 
who  invest  their  surplus  in  these  mortgages. 

The  Chairman.  1  am  not  speaking  of  charitable  organizations, 
because  they  are  exempt  from  the  tax,  but  individuals  who  formerly 
loaned  to  a  very  large  extent  in  the  East  generally  are  getting  out  oif 
the  market. 

Mr.  Feiss.  I  think  that  is  true. 

The  Chairman.  You  find  that  same  situation  here? 

Mr.  Feiss.  Yes. 

The  Chairman.  You  have  some  very  valuable  figures,  I  under- 
stand, on  building  costs,  and  if  you  can  leave  that  with  us  we  will 
inquire  into  it  and  utilize  it. 

loenator  Pomerene.  Of  course  we  all  feel  very  proud  of  what  the 
building  and  loan  associations  have  done  in  Ohio,  and  they  are  an 
agency  for  good.  Now,  these  building  and  loan  associations,  as  I 
underhand  it,  do  not  themselves  paj  taxes,  but  the  stock  in  these 
building  and  loan  associations  is  subject  to  tax.  Now,  of  course,  we 
have  under  our  Ohio  constitution  double  taxation  when  it  comes  to 
real  estate  which  is  covered  by  a  mortgage;  that  is  to  say,  if  a  lot 
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is  worth  a  thousand  dollars  and  there  is  a  mortgage  on  it  for  $750^ 
that  lot  is  really  taxed  on  a  value  of  $1,750.  Now,  this  stock  in 
these  loan  companies,  as  I  understand,  earns  a  very  fair  return  and 
has  been  regarded  as  a  rather  attractive  investment.  Now,  why  can't 
something  be  done  to  encourage  the  formation  of  these  building^ 
and  loan  associations  and  thereby  relieve  this  situation?  And, 
among  other  things,  why  should  the  constitution  itself  not  be 
amended  so  as  to  avoid  this  so-called  double  taxation?  Wouldn't 
that  aid  very  materially? 

Mr.  Feiss.  Very  substantially,  I  should  think,  Senator. 

The  Chairman.  What  could  be  done  to  encourage  the  organization 
of  more  of  these  building  and  loan  associations? 

Mr.  Feiss.  Of  course,  I  presume  a  community  in  which  there  are 
so  many  opportunities  for  investment  of  industrial  stocks  means  that 
there  is  competition,  largely  competition,  in  the  kind  of  securities 
that  the  building  and  loan  associations  are  putting  out.  I  know  in 
Philadelphia  it  has  been  the  community  practice,  you  might  say,  to 
invest  savings  in  building  and  loan  associations  of  similar  activities. 
Now,  it  is  very  difficult  to  say  that  this  community  has  a  greater 
advantage  in  this  direction  than  another,  ujnless  you  go  into  that 
with  real,  intensive,  scientific  study. 

However,  I  see  no  reason  why  we  should  not  attempt,  and  perhaps 
succeed  to  some  degree,  to  make  that  kind  of  investment  more  at- 
tractive. Of  course,  the  American  people  are  more  accustomed — 
I  am  speaking  of  the  working  people — to  deposit  their  moneys  in 
savings  banks  rather  than  to  invest  them  in  securities,  and,  of  course,, 
the  first  great  opportunity  that  they  had — the  first  great  movement 
in  that  direction  was  the  sale  of  Government  bonds  and  Liberty 
bonds  during  the  war.  Now,  it  is  quite  possible  that  a  similar  pro- 
gram and  some  effort  might  Attract  a  great  deal  more  money  in 
the  channels  that  we  are  now  speaking  of,  and,  of  course,  it  would 
be  perfectly  logical  that  the  worker  should  invest  his  savings  in 
organizations  or  institutions  that  will  most  materially  assist  him  in 
providing  housing  facilities.  In  other  words,  he  would  be  assisting' 
in  solving  his  own  problem  and  at  the  same  time  receiving  perhaps 
a  better  return  on  nis  investment  than  if  he  put  it  in  the  savings 
bank  at  4  per  cent. 

In  our  own  corporation  we  are  contemplating,  the  moment  our 
company  is  so  firmly  established  that  the  element  of  housing  has 
been  eliminated  as  far  as  possible,  to  consider  the  sale  of  stock  to  the 
workers — that  is,  to  save  to  begin  with — and  then  perhaps  be  able 
to  use  their  investment  in  that  stock  to  start  first  payment  in  a  home. 

The  Chairman.  It  seems  to  me  that  the  savings  institutions  in  the 
country  might  help  materially  to  increase  their  deposits  if  they  had 
a  real  campaign  for  savings.  I  find  that  the  workingman  through- 
out the  country  has  been  a  little  disappointed  in  the  result  of  his 
investment  in  Government  bonds.  They  can't  get  their  money  out 
so  rapidly;  but  a  savings  bank,  where  a  man  can  put  his  money  in 
to-day  and  take  it  out  to-morrow,  is  something  that  is  attractive  to 
him,  and  I  think  there  has  been  a  tremendous  opportunity  lost  in 
the  savings  institutions  not  selling  their  business  to  the  people  better 
than  they  have  in  the  last  two  or  three  years,  when  the  workingman 
was  earning  a  great  deal  of  money. 
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Mr.  Fei88.  I  think  that  is  tnie.  I  think  the  Cleveland  banks  and 
trust  companies,  however,  have  done  a  splendid  service  during  this 
entire  period,  because  their  publicity  for  savings  has  been  tre- 
mendously vital  in  establishing  financial  stability  in  the  city.  We 
do  find,  however,  that  men  who  have  received  high  wages  right  along 
have  nothing  saved  up. 

The  Chairman.  Mr.  Bemet,  this  conunittee  was  authorized  to  in- 
quire into  the  general  housing  conditions  of  the  country,  and  among 
other  things  to  also  find  out  just  how  the  transportation  situation 
Tvas  in  relation  to  housing,     terhaps  you  have  made  some  inquiry  - 
along  that  line. 

Mr.  Bernet.  Yes,  sir. 

The  Chairman.  Mr.  Willard  has  been  before  our  committee  in 
New  York,  and  we  know  of  the  priorities  with  respect  to  coal  during 
the  last  year.  We  realize,  too,  what  a  real  damage  it  has  been  to 
the  building  industry  l)ecause  of  the  inability  to  obtain  transporta- 
tion for  building  materials  during  the  greater  part  of  the  year,  and 
this  committee  has  asked  you  to  come  here  in  the  hope  that  you  may 
be  able  to  tell  us  something  about  the  movement  of  building  "material 
nove  and  the  prospect  in  the  future,  and  any  other  information  with 
which  to  enlighten  us  in  connection  with  the  general  question  of 
transportation;  also  the  question  of  transportation  as  relates  to 
housing,  movement  of  building  material,  etc.  I  know  to  a  limited 
degree,  of  course,  the  conditions  of  the  railroads  when  they  were 
given  Dack  to  their  owners  to  operate;  I  know  the  slackening  down 
m  the  car  mileage  per  day  and  the  new  efforts  you  have  been  making 
to  improve  that.  Ferhaps  you  might  tell  us  just  how  that  condition 
is  to-day. 
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Mr.  Bernet.  Well,  I  might  go  back  to  the  first  of  March,  when 
the  railroads  came  back,  as  it  is  popularly  put,  to  the  owners  to 
operate.  We  found  the  morale  of  the  men  verv  much  affected.  The 
efficiency  was  not  nearly  what  it  should  have  Wn.  I  speak  of  that 
from  my  personal  observation,  because  during  the  war  I  was  con- 
nected with  the  Federal  administration  in  charge  of  the  property 
that  I  had  direction  of  before  the  (lovernment  took  the  property 
over,  and  of  which  T  now  have  charge.  I  acted  as  Federal  manager 
of  the  United  States  Railroad  Administration  in  this  vicinity.  Im- 
mediately after  we  got  the  railroads  back  to  private  operation  there 
came  upon  us  sporadic  labor  troubles  and  strikes,  the  worst  of 
which  was  the  switchmen's  strike,  which  very  seriously  affected  the 
transportation  of  the  country  as  a  whole,  and  particularly  east  of  and 
including  Chicago.  St.  Louis  and  Kansas  City  were  other  bad 
points,  but  the  eastern  territory  was  affected  the  worst. 

The  result  was  that  transportation  was  functioning  not  to  exceed 
50  per  cent  of  its  capacity  in  that  general  territory — that  on  top  of 
a  very  great  shortage  of  transportation  at  the  time  of  March  1. 
The  conditions  have  improved  to  a  point  where  I  can  safely  say 
the  railroads  are  functioning  normally  to-day.  That,  of  course,  is 
influenced  by  a  general  decrease  in  traffic,  which,  how^ever,  is  not 
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as  marked  as  people  generally  would  suppose,  because  we  are  still 
catching  up  on  some  of  the  traffic  on  which  we  were  behind. 

The  switchmen's  strike  seriously  affected  the  situation,  and  then 
afterwards  the  miners'  strike,  and  just  before  the  miners'  strike  the 
production  of  coal;  and  the  people  in  Washington  saw  fit  to  issue 
priority  for  the  movement  oi  coal,  and  that  took  cars  away  from 
the  building  trades  and  the  building-material  manufacturers,  and, 
I  think,  very  seriously  affected  building  operations.  I  k^ow  it  did. 
We  have  gotten  back  to  a  point  where  tne  people  in  Washington 
who  were  controlling  the  equipment  situation  have  seen  fit  to  just 
recently — I  think,  Saturday — modify  our  priority  orders  with  ref- 
erence to  open-top  equipment,  and  that  is  what  is  most  generally 
used  for  building  materials  j  so  that  it  has  thrown  teomething  like 
25,000  more  cars  into  what  is  known  as  the  mill  type  car  that  can 
be  used  for  steel  material,  structural  steel,  stone,  sand,  and  brick, 
and  rough  freight.  The  box-car  situation  to-day  is  such  that  I  feel 
very  certain  that  the  shippers  of  cement,  lime,  and  other  building 
materials  that  require  closed  cars  are  being  furnished  with  prac- 
tically 100  per  cent  of  their  requirements. 

That,  again,  is  due  to  two  reasons — the  falling  off  in  their  require- 
ments and  the  speeding  up  of  the  transportation  machine.  jS^ow, 
that  speeding  up  of  the  transportation  machine  is  going  on  just  as 
fast  as  pressure  can  reasonablv  be  exerted  without  creating  friction 
to  speed  it  up.  The  morale  of  the  men  is  much  better  than  it  was  6 
or  8  months  ago;  the  efficiency  of  the  men  is  better  than  it  was  6 
or  8  months  ago;  but  there  are  a  good  many  reasons  for  that  that 
are  largely  a  matter  of  one  man's  opinion,  and  another  man  may 
have  a  different  opinion  about  it.  Railroad  men,  however,  pretty 
generally  agree  as  to  the  reason  for  it. 

Senator  Jtomerene.  Won't  you  give  us  the  benefit  of  that  ? 

Mr.  Bernet.  Why,  as  I  would  express  it,  a  man  beginning  to  real- 
ize that  finally  and  again  there  are  people  in  charge  of  the  proper- 
ties who  are  authorized  to  act  without  any  fear  of  being  arbitrarily 
overruled  by  a  lot  of  men  who  have  no  responsibility  in  a  situation, 
and  as  the  men  recognize  that  there  is  such  a  change  in  conditions, 
they  rather  look  to  the  real  employer  for  instruction  and  advice  and 
guidance.  That  is,  I  believe,  the  opinion  generally  of  railroad  men 
as  to  the  change  in  the  morale  and  efficiency  of  the  men.  I  think 
that  condition  is  improving. 

Senator  Pomerene.  It  is  quite  apparent  you  are  not  in  favor  of  the 
Plumb  plan. 

Mr.  Bernet.  Well,  naturally  so ;  and  I  wouldn't  undertake  to  dis- 
cuss that  here,  because  I  would  be  accused  of  having  a  prejudice,  and 
I  wouldn't  make  a  fair  witness. 

Senator  Pomerene.  You  can't  quarrel  with  me  on  that  subject. 

Mr.  Bernet.  Oh,  I  wouldn't  quarrel  with  anybody  on  it.  I  have 
been  reading  the  papers  since  the  last  election. 

The  Chairman.  Mr.  Bernet,  vou  of  course  know  that  Senator 
Pomerene  took  a  very  active  part  in  the  preparation  of  legislation 
giving  the  roads  back  to  the  operators. 

Mr.  Bernet.  Oh,  we  watched  that  very  closely. 

The  Chairman.  And  I  think  he  is  one  of  the  men  to  whom  is  owed 
a  great  debt  in  that  connection.  But  I  think  it  would  be  interesting, 
if  you  are  disposed  to  do  it,  to  take  a  moment  or  two  and  tell  us  how 
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the  operations  of  the  road  have  bettered  in  the  last  few  months.  I 
have  been  rather  close  to  it  in  my  talks  with  Mr.  Cuvler  and  Mr. 
Willard,  and  I  know  how  difficult  your  problem  was  and  the  strujrgle 
you  have  had.  I  have  been  led  to  believe  that  conditions  have  im- 
proved quite  a  good  deal,  and  I  say  that  as  a  result  of  my  own  in- 
quiries ;  and  the  business  men  of  the  country  have  felt  so.  f s  it  a  fact 
that  when  the  roads  were  given  back  to  their  owners  that  the  car 
mileage  averaged  about  22  or  23  miles  a  day  ? 

Mr.  Bernet.  That  is  the  figure  I  recollect. 

The  Chairman,  And  you  gentlemen,  acting  together,  acting 
through  a  great  executive  board  in  the  Nation,  have  been  struggling 
to  increase  it  to  30  miles  a  daj^. 

Mr.  Bernet.  Yes ;  and  considerable  pn)gress  in  that  direction  has 
been  made;  and  I  think  that  is  due  to  this  increased  efficiency  and 
an  improvement  in  the  morale  of  the  men  more  than  any  other  one 
cause.  And  as  that  work  goes  on,  and  as  the  efficiency  in  the  move- 
ment of  cars,  the  average  miles  per  car  per  day  increases,  it  will 
increase  the  transportation  capacity  of  the  country  as  a  whole  and 
improve  conditions  generally.  I  think  that  will  get  better.  I  think 
that  the  average  miles  per  car  per  day  will  continue  to  increase,  and 
I  hope  that  we  will  reach  30  miles  a  day. 

Senator  Pomerenb.  It  was  as  low  as  17  at  one  time,  was  it  not  ? 

Mr.  Bernet.  Yes ;  I  think  it  was  even  lower  than  that.  Of  course, 
we  must  forget  that  period  of  the  switchmen's  strike,  when  it  went 
off  very  materially.  Now,  the  railroads  are  making  a  very  earnest 
effort  to  improve  the  condition  of  the  equipment  and  reduce  the  num- 
ber of  bad-order  cars.  I  think  the  condition  of  the  power  is  much 
improved,  and  it  has  improved  generally  throughout  the  country.  I 
think  a  very  large  percentage  of  the  railroads  are  going  into  the 
winter  with  their  motive  power  in  very  fair  condition — not  what  it 
should  be,  but  in  pretty  good  condition.    That  is  improving. 

Of  course,  this  should  be  fairly  said,  in  considering  the  last  three 
or  four  years  in  the  railroads,  and  that  is  that  during  the  war  period 
the  men  in  charge  of  the  railroads  found  it  very  difficult  to  secure 
shopmen  to  maintain  the  equipment  and  the  power,  because  of  the 
competition  of  the  industries  that  were  paying  the  very  unusual 
wages,  and  the  men  who  looked  after  the  destinies  of  the  roads  at 
that  time  should  not  be  criticized  for  some  of  the  conditions  that 
they  were  absolutely  powerless  to  control.  I  do  not  hold  a  brief  for 
them,  and  I  am  not  undertaking  to  defend  them,  but  I  do  want  to  be 
fair  about  it. 

There  is  another  factor  being  exerted  to  increase  the  transporta- 
tion capacity  of  the  country,  and  that  is  increasing  the  average  load 
per  car.  The  shipper  can  do  more  about  that  than  the  railroad  peo- 
ple. A  good  many  railroad  people  fool  themselves  into  thinking 
that  they  can  control  that.  They  can't.  The  shipper  is  the  man  that 
can  do  that,  and  if  his  sense  of  fairness  and  his  sense  of  trying  to 
help  himself  can  be  appealed  to,  and  to  help  do  what  he  did  during 
the  war,  he  will  bring  up  the  average  load  per  car  materially.  And 
that  is  being  brought  up  to-day. 

Senator  Fomerene.  That  applies  both  to  loading  and  unloading? 

Mr.  Bernet.  Yes ;  but  what  I  had  in  mind  was  the  load  put  into 
the  car. 
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The  Chairman.  Would  it  be  a  good  idea  for  the  railroads  of  the 
country,  in  their  different  bodies,  to  undertake  a  campaign  of  educa- 
tion with  the  business  men  of  the  country? 

Mr.  Bernet.  They  are  doing  that,  and  furthermore,  the  traffic  men 
in  charge  of  the  very  large  activities  are  putting  forth  their  effort  to 
educate  the  shipper.  What  thev  say  about  increasing  the  average 
load  per  car  will  have  more  weight  with  the  average  shipper  than 
anything  the  railroad  people  can  sav.  And  during  the  war  they  did 
that.  I  have  in  mind  men  like  Mr.  Townsend,  who  is  traffic  manager 
of  the  National  Tube  Co.  He  sent  out  a  great  deal  of  literature  and 
appeared  at  many  meetings ;  also  a  man  named  Ross,  traffic  manager 
for  Ryerson,  at  Chicago.  Men  like  that  can  do  more  than  we  can 
about  encouraging  the  shipper  to  increase  the  average  load. 

The  Chairman.  As  Senator  Pomerene  has  said,  it  is  the  loading 
and  unloading  and  getting  the  car  away.  I  saw  some  figures  the  other 
day  which  indicated  that  during  the  Civil  War  over  5,000  miles  of 
railroad  were  constructed  in  this  country,  and  that  during  this  past 
war  hardly  a  mile  was  constructed.  Of  course,  that  other  period  was 
one  of  railroad  development,  but  it  seemed  that  there  was  a  terrible 
let  down  on  the  part  of  the  railroads  during  tliese  recent  years.  No 
cause  has  been  contributed  to  it.  There  has  been  a  lack  of  sufficient 
capacity  for  the  movement  of  freight  and  passengers,  and  there  is  a 
great  opportunity  for  improvement.  I  think,  from  my  knowledge 
of  the  situation,  since  the  roads  have  been  given  back,  you  gentlemen 
are  struggling  in  that  direction  and  you  ought  to  be  encouraged  by 
everybody,  and,  of  course,  vou  ought  to  go  to  the  limit  yourselves  to 
accommodate  the  traffic,  t  know  you  are  contemplating  doing  this, 
and  I  speak  as  a  man  who  has  studied  this  subject  and  gone  aeeply 
into  the  whole  phase  of  the  progi*am. 

There  is  one  thing  the  gentleman  on  my  right  has  suggested,  and 
which  has  appealed  to  me  very  much.  During  the  early  spring  and 
summer  railroad  facilities  were  very  bad,  and  the  building  material 
men  complained.  These  priorities  given  to  coal  had  upset  their  traffic 
conditions,  and  I  discovered,  upon  inquiring  into  the  coal  situation  in 
the  winter  last  year  and  the  early  spring,  that  no  one  had  complained 
very  seriously  about  the  handling  of  the  coal  situation.  Of  course, 
the  railroads  were  in  the  hands  of  the  Government.  Now,  it  seems 
to  me  that  the  coal  operators  and  railroads  and  coal  men  ought  to  get 
together  very  early  next  year,  if  not  during  the  early  winter  this 
year,  and  get  ready  for  the  movement  of  the  coal  for  next  year,  which 
seems  to  have  been  negle<!ted  this  early  spring,  which  brought  about, 
in  my  opinion,  much  of  the  difficulties  we  have  had  to  deal  with  dur- 
ing this  year. 

Mr.  Bernet.  Of  course,  this  should  be  saidj  again,  in  defense  of 
those  people,  that  they  were  in  a  very  uncertain  situation,  and  they 
could  not  plan  very  far  in  advance  of  any  certainty  of  being  permitted 
to  carry  out  their  plan.  Then  again  immediately  after  the  critical 
period  had  passed  we  were  beset  with  a  great  many  strikes  that 
affected  production  at  the  mines,  and  affected  the  capacity  of  the 
railroads,  and  those  are  things  that  no  one  under  the  circumstances 
could  control.  It  was  in  their  blood  and  they  had  to  get  it  out ;  and 
I  think  they  have  pretty  generally  gotten  it  out.  I  think  that  in 
some  sections  and  some  localities  tnis  threatened  shortage  was  over- 
emphasized. 
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I  am  reminded  of  the  fact  that  pretty  nearly  everv  summer  since  I 
have  been  in  the  railroad  business — and  I  have  been  in  it  a  good  many 
summers — the  Northwest  is  frozen  to  death  in  the  summer  time,  but 
they  haven't  had  any  extreme  fuel  shortages  in  the  winters ;  and  this 
summer  they  were  a  great  deal  colder  than  they  have  been  in  any 
previous  summer.  Now,  I  don't  mean  to  be  critical  of  anybody  in 
that  respect,  understand ;  I  thinlcthere  was  justification  for  a  good 
deal  of  concern  about  that  situation,  but  a  good  many  of  those  things 
are  overemphasized. 

The  Chairman.  We  have  found  in  the  East — and  we  have  had 
complaints  from  this  part  of  the  country  also— that  perhaps  the  coal 
operators  are  taking  advantage  of  the  state  of  mind  on  the  part  of  the 
people  to  raise  prices  abnormally  for  the  product. 

Mr,  Beknet.  If  they  have,  they  have  not  been  in  any  different 
situation  than  most  people  who  have  had  things  to  sell.  I  want  to 
say  that  in  their  defense,  although  I  have  quarreled  with  them  a 
great  deal  on  their  price  of  coal. 

The  Chairman.  I  think  that  is  fair  to  say,  but  I  have  observed 
some  coal  conditions  that  lead  me  to  believe  they  are  taking  every 
advantage  of  the  situation. 

Mr.  Bernet.  It  is  not  the  operator;  it  has  not  been  the  man  that 
produces  the  coal ;  it  has  been  the  man  who  has  gotten  in  between 
some  way.  That  has  been  my  observation  and  experience.  Of  coui-se, 
we  buy  our  coal  from  producers. 

The  Chairman.  The  trouble  has  been  in  the  East  in  a  good  many 
places  that  people  have  contracted  for  their  coal  and  have  not  been 
able  to  get  it,  but  in  some  cases  others  were  furnished  with  coal  at  a 
spot  price. 

Mr.  Bernet.  That  has  not  been  the  case  here. 

The  Chairman.  I  know  of  some  people  in  the  East  that  contracted 
with  producers  and  were  not  able  to  get  coal,  and  other  people  have 
been  able  to  buy  from  those  same  operators. 

Mr.  Bernet.  Of  course,  there  are  exceptions  to  every  rule,  but  I 
am  speaking  from  our  observations  in  this  territory. 

The  Chairman.  Still,  I  think  the  situation  of  the  roads  can  be 
materially  helped  if  some  time  during  the  earlv  winter  they  can  get 
together  with  the  coal  people  and  plan  this  thing  out  earlier  than 
they  did  last  year. 

Mr.  Bernet.  I  think  that  that  will  be  done. 

Mr.  Mjller.  Priority  No.  7  was  the  order  that  embargoed  the 
building  materials,  issued  some  time  in  June. 

Mr.  Bernet.  They  are  too  numerous  to  remember  by  number. 

Mr.  Miller.  That  was  succeeded  by  priority  No.  20,  after  some 
modifications,  which  permitted  the  use  of  cars  with  lower  sides,  38 
inches,  to  be  used  for  general  commerce.  You  spoke  a  few  moments 
ago  of  some  change  being  made.  Was  that  order  No.  20  revoked  last 
Saturday? 

Mr.  Berner.  No;  it  was  modified.  I  haven't  seen  the  modifica- 
tion, but  some  of  our  people  told  me  before  I  left  the  oflSce  this  morn- 
ing. My  understanding  is  that  it  described  a  mill  type  car  with 
straight  sides,  flat  bottom,  and  not  to  exceed  42  inches.  Before  it 
was  38  inches.  That,  incidentally,  throws  25,000  more  cars  into  that 
class. 
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Mr.  Miller.  During  that  period,  from  June  until  last  week,  when 
emergencies  occuri'ed,  special  permits  were  given  by  the  Interstate 
Commerce  Commission  to  move  certain  building  materials  and  com- 
modities for  vital  needs — where  fire  protection  was  needed,  or  some- 
thing of  that  sort — and  about  October  26  those  permits  were  all 
revoked.  Do  you  happen  to  know  whether  thev  have  been  reinstated 
yet?  ^  ' 

Mr.  Bernet.  I  don't  know. 

Mr.  Miller.  People  come  to  see  the  committee  in  New  York  from 
as  far  away  as  Missouri,  that  these  sudden  changes  made  in  their 
business  had  tied  them  up.  You  don't  know  what  (he  present  situ- 
ation is? 

Mr.  Bernet.  No:  I  couldn't  tell  you.    I  suppose  I  should  know. 

Mr.  Miller.  Have  you  any  idea  that  the  building  industries  have 
got  to  go  through  another  series  of  interferences  of  21  or  22  or  23 
orders  next  year? 

Mr.  Bernet.  I  certainly  hope  not,  and  I  don't  believe  there  is 
going  to  be  the  necessity  that  there  was  this  past  season. 

Mr.  Miller.  These  orders,  you  understand,  being  granted  with- 
out notice  and  ex  parte  during  the  progress  of  construction  of  one 
kind  or  another,  simply  halting  the  construction  on  the  one  hand 
and  then  frightening  people  from  undertaking  any  on  the  other,  and 
practically  put  the  building  industry  out  of  business  for  this  year. 

Mr.  Bernet.  I  think  that  was  generally  true,  though  I  hope  it 
won't  be  true  next  year.  I  don't  believe  the  occasion  for  such  action 
will  be  upon  us  next  year  as  it  has  been  in  the  past  year. 

Senator  Pomerene.  Perhaps  this  is  not  directly  upon  the  sub- 
ject, but  it  does  relate  to  traffic.  Some  weeks  ago  I  was  waited  upon 
in  Canton  by  a  committee  from  the  Akron  Chamber  of  Commerce, 
as  well  as  representatives  from  our  own  chamber  of  commerce,  who 
advised  me  that  under  one  of  these  orders  directing  all  coal  to  be 
sent  to  the  Northwest,  there  were  at  that  time  on  the  sidetracks  here 
in  and  about  Cleveland  coal  enough  in  cars  to  load  all  available 
vessels  for  four  days,  and  enough  to  load  all  available  vessels  for 
three  days  that  were  en  route  to  Cleveland.  The  result  was  that 
those  cars  were  held  here  for  a  period  varying  from  one  to  four  days, 
when  those  same  cars  could  have  been  used  to  supply  the  domestic 
and  other  consumers  throughout  the  State.    Is  that  not  true? 

Mr.  Bernet.  I  couldn't  answer  that  question.  Senator.  I  might 
explain  here.  First,  I  have  not  charge  of  a  railroad  that  has  a  coal 
mine  on  its  rails,  and  we  originate  no  coal,  and  we  do  not  handle 
lake  coal,  but  Mr.  Griggs  is  here,  who  has  had  charge  of  the  lake  coal 
pool,  and  has  had  under  his  direction  all  summer  the  assignment  and 
distribution  of  all  lake  coal,  assignment  of  boats,  and  everything  to 
do  with  it,  and  he  can  tell  you  all  about  it,  I  am  sure. 

Senator  Pomerene.  I  didn't  mean  by  putting  the  question  as  I 
did  to  even  question  the  statements  made  to  me  by  these  committees, 
but  I  thought  in  your  position  you  might  have  some  knowledge  on 
the  subject,  and  it  is  for  that  reason  I  asked  the  question.  My  own 
feeling,  apart  from  the  investigation  I  made,  was  that  that  order  was 
entirely  too  drastic;  that  our  people  here  in  Ohio  might  have  been 
supplied  with  some  of  that  coal,  and  thereby  have  aided  the  rail- 
roads very  materially  in  functioning. 
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Mr.  Bernet.  I  wouldn't  be  in  a  position  to  pass  on  that.  Of 
course,  as  I  said,  the  Northwest  was  very  cold  this  summer. 

(Thereupon  the  committee  took  a  recess  until  2.10  o'clock  p.  m.) 

AFTER   RECESS. 

At  2.10  o'clock  p.  m.  the  committee  reassembled,  pursuant  to  the 
taking  of  recess. 

The  Chairman.  We  will  now  resume  the  hearing.  Let  us  hear 
Mr.  Teare. 

STATEMENT  OF  MB.  ELMEB  E.  TEABE,  PRESIDENT,  POTTEB-TEABE 

LXJMBEB  CO.,  CLEVELAND,  OHIO. 

,  The  Chairman.  Mr.  Teare,  you  have  been  engaged  in  the  lumber 
business  here  in  the  city  of  Cleveland  for  a  number  of  years? 

Mr.  Teare.  Yes,  sir. 

The  Chairman.  Are  you  a  wholesale-lumber  man? 

Mr.  Teare.  Eetail  and  wholesale,  both ;  distributor. 

The  Chairman.  You  sell  lumber  to  the  builders  generally? 

Mr.  Teare.  Yes,  sir. 

The  Chairman.  You  have  been  engaged  in  that  business  here  for 
how  long? 

Mr.  Teare.  Fortv  years. 

The  Chairman.  Mr.  Teare,  the  committee  will  be  glad  to  have  you 
tell  them  anything  that  you  believe  will  be  helpful  in  encouraging 
the  building  of  houses  in  the  city  of  Cleveland— anything  that  we 
can  do  to  brmg  about  a  revival  of  the  industry. 

Mr.  Teare.  Well,  I  hardly  know  where  to  start.  Senator.  The 
matter  of  finance  is  the  first  principle.  We  see  so  many  people  that 
would  like  to  build,  but  they  can  not  finance  their  houses.  There  was 
a  time  during  the  past  six  months  or  a  year  when  materials  were  a 
little  bit  shy,  certain  kinds,  but  never  in  the  lumber  industry.  I 
don't  think  there  was  anything  held  up  in  our  line  of  goods,  but  the 
fly  in  the  ointment  seems  to  be  the  matter  of  finance. 

The  Chairman.  Men  are  unable  to  go  on  with  their  work? 

Mr.  Teare.  That's  the  idea. 

The  Chairman.  Have  you  any  suggestion  to  make  as  to  a  remedy 
for  that  ? 

Mr.  Teare.  Really,  I  haven't. 

The  Chairman.  Have  you  heard  any  complaint  on  the  part  of 
men  who  usually  loan  money  that  the  high  taxes  affecting  the  in- 
come from  their  investments  discouraged  lending? 

Mr.  Teare.  Well,  to  some  degree;  yes.  But,  getting  back  to  build- 
ing and  loans,  we  all  know,  of  course,  that  building  is  exceedingly 
high — materials  and  labor,  etc. — and  a  good  many  of  the  building 
and  loan  companies  have  been  a  Uttle  bit  timid  about  makino^  loans 
on  the  big  prices,  etc.,  which  in  our  particular  industry  is  being  re- 
duced and  nas  been  reduced  in  the  last  four  months.  Prices  here 
have  receded  very  much  in  the  lumber  line. 

The  Chairman.  What  was  the  price  of  spruce  timber,  say,  by  the 
hundred  thousand  feet  five  years  ago,  3  by  8  by  20  feet  ? 


820  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  Teare.  There  is  very  little  spruce  handled  here.    There  isn't 
any  handled  here. 

The  Chairman.  What  is  used  for  timber? 

Mr.  Teare.  Yellow  pine,  Norway  pine,  and  hemlock. 

The  Chairman.  What  was  the  price  oi  short-leaf  yellow-pine  tim- 
ber five  years  ago? 

Mr.  Teare.  In  1914  it  was  retailing  here  for  $32. 

The  Chairman.  What  was  it  retailing  for  here  last  year  ? 

Mr.  Teare.  $74. 

The  Chairman.  That  is  125  per  cent.    What  is  it  retailing  for 
now? 

Mr.  Teare.  $57. 

The  Chairman.  As  big  a  cut  as  that? 

Mr.  Teare.  Yes ;  or,  in  other  words,  about  30  per  cent  of  what  goes 
into  the  average  eight-room  house. 

The  Chairman.  Now,  take  roofing.    What  was  that  in  1914? 

Mr.  Teare.  One  by  eight  No.  2  yellow-pine  board,  $29  in  1914.  In 
1920  it  was  selling  for  $80 ;  to-day  it  is  selling  for  $53. 

The  Chairman.  That  is  a  reduction  of  about  one-third.  And  that 
carries  through  with  all  lumber? 

Mr.  Teare.  Practically  all  material  that  would  go  into  an  ordinary 
residence — about  a  30  per  cent  reduction  right  straight  through. 

The  Chairman.  And  when  did  this  reduction  come? 

Mr.  Teare.  Between  March,  1920,  and  to-day. 

The  Chairman.  Is  the  price  sliding  off  all  the  time  ? 

Mr.  Teare.  Well,  at  manufacturing  points  they  say  they  have 
reached  bottom.  I  don't  know  whether  they  have  or  not.  It  has 
been  slipping  for  some  time. 

The  Chairman.  Have  the  southern  lumber  men  stopped  cutting 
timber  the  last  month  or  two  ? 

Mr.  Teare.  I  guess  they  are  curtailing  to  a  large  degree.  Some  of 
the  mills  are  running  three  or  four  days  a  week  and  some  of  the 
hardwood  mills  have  shut  down  altogether. 

The  Chairman.  They  have  plenty  of  lumber  to  sell? 

Mr.  Teare.  They  have  plenty  of  lumber  to  sell.  All  they  want  is 
orders  now. 

The  Chairman.  And  despite  this  reduction  building  has  not  re- 
vived here? 

Mr.  Teare.  Not  to  any  great  degree,  no,  sir;  for  the  simple  reason 
that  the  complaint  is  they  can't  get  the  money.  Labor  remains  just 
the  same.  I  guess  lumber  is  about  the  only  commodity  in  th«  build- 
ing industry  that  has  declined  in  value,  so  far  as  we  have  been  able 
to  learn. 

Senator  Pomerene.  How  do  you  account  for  that  decline? 

Mr.  Teare.  I  don't  know.  Of  course,  it  is  up  to  the  manufac- 
turers.   We  are  only  distributors. 

Senator  Pomerene.  Has  their  labor  cost  gone  down  any? 

Mr.  Teare.  Why,  yes;  quite  considerable,  they  tell  me.  Some 
colored  labor  that  they  were  employing  a  year  ago,  for  instance, 
when  everything  was  going  good  in  1919,  paying  them  four  and 
four  and  a  quarter,  to-oay  are  working  for  $2  a  day  at  sawmill  labor 
in  the  Soum.  They  haven't  got  that  reduction  in  the  Northwest 
and  Canada  as  yet ;  in  fact,  they  are  paying  more  money  for  woods- 
men in  Canada  to-day  than  they  did  last  year. 
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Senator  Pomerenb.  Has  there  been  a  corresponding  decline  in  the 
price  of  lumber  in  the  Northwest? 

Mr.  Teare.  No,  sir.  On  the  Pacific  coast  there  has  been  some 
considerable  decline,  but  the  item  of  white  pine  has  not  declined  in 
proportion  to  yellowpine. 

The  Chairman.  Weren't  these  prices  held  up  a  good  deal  by 
combinations  of  the  manufacturing  interests  during  the  past  year? 

Mr.  Teare.  I  don't  think  so.  It  was  simply  a  matter  of  supply 
and  demand  for  a  long  time.  There  was  a  tmie  when  there  were 
10  buyers  to  every  carfoad  of  lumber  that  was  offered.  You  know 
"what  that  means.  To-day  there  are  10  carloads  of  lumber  for  every 
buyer;  it  is  just  the  reverse.    That  is  what  makes  the  market. 

The  Chairman.  Was  there  a  combination  of  interests  in  this  mar- 
ket among  the  lumber  men  to  hold  the  price  up  last  year? 

Mr.  Teare.  Never. 

The  Chairman.  Wasn't  there  a  uniform  sales  price  here  in  Cleve- 
land ? 

Mr.  Teare.  We  have  a  price  list  here  that  is  gotten  up  by  a  printer, 
who  gets  the  pulse  of  the  market  and  puts  the  figures  together,  so 
that  the  contractors  and  consumers  will  know  about  what  the  ma- 
terial will  cost  them. 

The  Chairman.  Weren't  all  the  lumbermen  selling  at  the  same 
price? 

Mr.  Teare.  No. 

The  Chairman.  It  seemed  to  be  that  way  in  New  York  for  a  while 
last  year,  and  this  spring;  no  matter  who  estimated  for  you  the  price 
was  the  same. 

Mr.  Teare.  Maybe  they  had  a  better  system  than  we  have  here. 

The  Chairman.  We  are  investigating  that  system  now  in  New 
York.     Somebody  is  going  to  get  into  trouble. 

Mr.  Teare.  The  price  list,  as  long  as  I  have  been  in  business,  was 
never  iron  clad,  or  anything  of  that  kind ;  it  is  simply  gotten  out  for 
the  convenience  of  contractors  to  estimate  by  and  it  never  costs  them 
any  more  than  that  list.  It  is  simply  a  guide,  the  same  as  any  price 
list. 

The  Chairman.  You  think  our  great  problem  to-day  is  the  financ- 
ing of  building? 

Mr.  Teare.  Seeminglv  that  is  what  we  hear  the  most  of  all  the 
time.  People  come  in  the  office  and  say  they  e^re  ready  to  build,  but 
they  can't  get  the  money. 

The  Chairman.  You  think  that  is  largely  caused  by  the  high 
prices?  A  man  painted  this  picture  to  me  the  other  day:  He  said 
that  a  man  could  build  a  heuse  for  $6,000  five  years  ago,  and  could 
borrow  $3,000  on  the  house — SOper  cent  qi  the  cost.  Now,  that  house 
to-day  costs  $14,000  to  build.  The  man  who  loaned  the  money  wasn't 
willing  to  let  mm  have  $7,000;  that  was  more  than  the  house  cost 
originally.  He  was  willing  to  give  him  but  $5,000.  That  required 
the  people  to  invest  in  this  building  $9,000  as  against  $3,000  in  the 
other  one.    That  just  cut  development  oflE  that  much. 

Mr.  Teare.  That  is  true. 

The  Chairman.  You  have  no  particular  suggestion  to  make  as  u« 
what  Congress  could  do  to  encourage  the  financing  of  building? 

Mr.  Teare.  No;  I  couldn't  answer  that  myself.  I  think  that  u# 
up  to  some  of  the  bankers  here  to  make  suggestions  along  that  line. 
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The  Chairman.  Do  you  see  anv  evidence  of  a  higher  price  later 
this  fall  or  in  the  spring  for  lumber? 

Mr.  Teare.  I  fully  believe,  and  the  manufacturers  seem  to  think, 
if  there  is  any  business  in  the  spring  that  the  market  will  advance 
rather  than  decline.  There  are  lots  of  them  shutting  down  now, 
owing  to  the  serious  decline,  that  can  afford  to  shut  down.  Some  of 
them  can't  afford  to  shut  down;  they  have  got  to  keep  going.  If 
there  is  any  demand  in  the  spring  the  market  will  stiffen. 

The  Chairman.  Mr.  Goff,  we  will  hear  you. 

STATEMENT  OF  MB.  FBED  H.  OOFF,  PBESIDENT,  CLEVELAND 

TEirST  CO. 

Mr.  Goff.  Talking  with  Mr.  Donaldson  at  luncheon  to-day,  I  re- 
ferred to  what  might  be  called  a  Cleveland  experiment  in  connection 
with  home  building  for  workingmen,  and  it  may  throw  some  light 
on  the  problem  you  are  considering.  In  January  or  February — I 
have  now  forgotten  the  time  definitely — the  mayor  asked  a  committee 
of  seven  or  eight  citizens  to  investigate  the  housing  problem  in  this 
city  and  to  make  suggestions  and  recommendations  as  to  what  could 
be  done,  if  anything,  to  stimulate  further  home  building. 

The  committee  had  many  meetings  and  considered  the  subject 
under,  first,  the  availability  of  labor,  and  they  found  at  that  time 
that  there  was  a  shortage  in  the  building  trades  estimated  at  10,000 
carpenters,  masons,  and  other  building-trades  labor. 

They  considered  next  whether  material  would  be  available  for 
home  building  if  labor  and  money  could  be  made  available,  and  to 
the  credit  of  such  companies  as  Mr.  Donaldson  is  connected  with,  and 
Mr.  Rossiter,  I  am  pleased  to  say  that  they,  appreciating  what  seemed 
at  that  time  to  be  a  very  great  aid  for  additional  homes  for  working- 
men  in  this  city,  said  that  they  would  give  preference — priority  in 
the  delivery  of  material,  regardless  of  contracts  that  they  might  have, 
for  the  furnishing  of  cement  and  brick  in  the  building  industry,  and 
there  were  large  industrial  plants  that  were  then  in  process  of  con- 
struction. They  would  furnish  material  in  preference  for  the  con- 
tractor building  homes  for  laboring  men. 

Another  problem  that  was  troublesome  was  the  transportation — 
could  we  get  some  cement  from  Sandusky  and  other  points  of  de- 
livery? And  notwithstanding  orders  issued  by  the  Interstate  Com- 
merce Commission,  we  were  able  to  get  lines  like  the  New  York 
Central  to  say  that  they  would  set  aside  and  allocate  a  certain  amount 
of  equipment  for  the  bringing  to  Cleveland  of  material  for  home 
building.  Then  came  the  question  of  whether  or  not  land  was  avail- 
able and  at  reasonable  prices,  and  the  members  of  the  real  estate 
board  reported  to  the  committee  that  there  were  10,000  lots  in  the 
city  of  Cleveland,  as  I  recall,  that  could  be  bought  at  prices  that  they 
regarded  reasonable. 

Then  the  onus  came  upon  the  bank,  and  that  seems  to  be  where 
the  onus  is  put  here  by  some  of  the  other  witnesses.    That  became 

Eart  of  my  job,  and  the  banks  of  this  city  responded,  as  they  always 
ave  to  my  knowledge,  generously  and  with  a  spirit  of  civic  interest 
and  said  that  they  would  at  the  outset  j^rovide  $20,000,000  for  the 
eref'tion  of  workingmen's  home.s,  on  a  basis  that  has  never  been  con- 
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sidered  safe  or  proper  in  the  financing  of  real  estate  operations  in 
this  city,  and  that  is  on  the  basis  of  60  per  cent  of  the  then  going 
cost — very  imprudent  and  unwise.  As  I  recall,  Mr.  Robinson  said 
he  would  provide  $10,000,000,  making  $30,000,000  available  at  6  per 
cent,  so  far  as  the  loans  from  the  State  banks  are  concerned,  and  I 
am  not  sure  but  from  the  savings  and  building  and  loan  companies, 
but  not,  of  course,  from  the  second  mortgage  companies,  where  the 
hazard  is  great. 

The  commissioner  of  buildings,  Mr.  Sunmierell,  agreed  to  have  pre- 
pared by  architects,  at  the  request  of  the  committee,  plans  of  typical 
workingmen's  homes,  to  cost,  with  land  between  seven  and  eight  thou- 
sand dollars.  The  chamber  of  commerce  similarly  agreed  to  have 
plans  prepared  and  available,  with  specifications,  tor  any  interested 
buyers  or  builders.  If  Mr.  bununerell  is  here,  he  can  tell  me  when 
that  was.  I  think  it  was  the  month  of  January  or  February — when- 
ever it  was — up  to  this  time  there  has  never  been  to  my  knowledge  a 
single  application  made  to  have  a  home  built  by  any  workingman 
in  this  city. 

Now,  why  ?  Because  thev  said  that  they  couldn't  aflFord  to  build, 
that  they  had  no  right  to  build  and  sustain  the  ultimate  loss  that 
would  be  involved  in  that  operation ;  and  I  commend  them  for  their 
wisdom.  They  preferred  to  live  as  best  they  could  in  meager  quar- 
ters until  prices  should  recede.  At  that  time  there  was  projected  in 
this  city  buildings  for  banks,  costing,  I  would  say,  perhaps  upward 
of  $30,000,000.  One  of  them  was  the  Federal  reserve  bank  of  this 
city.  And  all  of  them,  just  as  the  workingmen  of  the  city,  said, 
"  We  can't  afford  to  engage  in  the  imdertaking  at  current  prices  ' ;  and 
none  of  them  have  yet  started. 

Now,  that  is  the  condition  that  has  existed  here,  and  I  feel  that  the 
countrywide  cessation  of  buying  and  building  is  due  to  the  appre- 
hension on  the  part,  as  I  take  it,  of  the  buyer  or  the  home  builder, 
that  prices  are  going  to  be  less,  and  they  are  biding  their  time.  The 
banks  of  this  city  are  abundantly  able  to  take  care  of  the  financing  of 
any  home  building  enterprises,  in  my  judgment.  There  are  banks 
in  this  city  that  nave  never  borrowed  a  dollar  from  the  Federal 
reserve  association.  Their  credit  is  still  unimpaired.  But  they  will 
not,  nor  have  they  any  right,  to  make  loans  on  conditions  that  loans 
were  made  in  prewar  times. 

Mr.  Creer  was  reciting  the  case  of  a  typical  home  that  perhaps  in 
1915  cost  $6,000;  in  1917,  $10,500,  with  only  five  hundred  additional 
for  the  lot;  and  in  1918  that  same  home  on  a  $3,000  lot  cost  $17,000. 
The  banks  have  got  to  look  to  the  security  of  the  funds  that  are  en- 
trusted to  them;  and  thev,  just  as  Mr.  Robinson  and  Mr.  Creer  said, 
must  look  to  ultimate  values  and  not  present  prices.  *\Ve  have  noth- 
ing to  do  with  prices,  but  in  this  effort  to  stimulate  building  in  the 
early  part  of  this  year,  the  banks  said  that  they  would  contribute 
$30,000,000  at  the  outset  to  finance  home  building  in  this  city,  on 
the  basis  of  60  per  cent  of  the  then  cost,  regardless  of  what  they 
might  regard  a  fair  appraisal. 

I  don't  know  that  I  can  say  any  more.  I  am  a  great  believer  my- 
self in  letting  nature  take  its  course.  The  banks  in  this  city  have  not 
been  profiteers.  Thev  have  lent  their  credit  freely  to  the  Govern- 
ment.   The  bank  with  which  I  am  connected  was  called  upon  twice 
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a  month  to  loan  to  the  Grovernment  $1^00,000  during  the  latter  part 
of  the  war,  and  it  did  it. 

It  has  taken  care  of  the  industries  for  the  manufacturing  and 
the  making  of  war  goods,  and  it  has  tried  to  take  care  of  the  legiti- 
mate demands  of  its  customers  for  home  building.  I  have  a  feeung 
of  pride  in  what  Cleveland  banks  havel  done.  The  rates  for  the 
most  part — entirely  so  with  the  institution  with  which  I  am  con- 
nected— have  been  6  per  cent  and  no  more.  If  there  has  been 
Profiteering  in  home  building,  it  has  not  been  the  fault  of  the  banks, 
think  I  nave  said  about  all  there  is  to  say.  At  that  time  it  was 
said  there  was  a  shortage  of  10,000  homes,  and  1  think  there  really 
was. 

Senator  Pomerene.  At  what  time  do  vou  speak  of? 

Mr.  GoFF.  January  and  February  or  this  year;  and  at  that  time 
the  Clavelaud  banks  were  helping  to  finance  home  building  in 
Akron,  where  the  growth,  of  course,  has  been  phenomenal.  And 
what  has  happened  m  Akron^  and  what  is  happening  in  Detroit,  may 
happen  here,  as  I  understand  from  an  opmion  expressed  by  Mr. 
Feiss  this  morning  that  there  have  been  45,000  workmen  that  have 
left  Akron.  Overstimulation  and  overdevelopment  of  home  building 
there,  needed  for  the  time  currently,  «.nd  perhaps  for  some  months  to 
come  not  needed,  is  a  condition  that  the  bankers  have  to  look  forward 
to  with  some  fear  and  apprehension. 

I  am  told  that  in  Detroit  there  is  an  unemplovment  of  150,000, 
and  wliile  I  can't  see  it  upon  the  streets  of  Cleveland,  I  have  been 
told  that  there  is  an  unemplovment  here  in  this  city  of  between 
60,000  and  70,000.  And  it  will  mean,  in  my  judgment,  that  many 
who  have  come  to  these  cities  during  the  war  period  will  drift  back, 
as  some  of  us  hope  they  may,  to  the  farm  and  help  cheapen  the 
cost  of  food. 

The  Chairman.  Mr.  (iroff,  your  institution  is  a  trust  company? 

Mr.  (toff.  Yes,  sir. 

The  Chairman.  Please  give  me  the  name. 

Mr.  GoFF.  Cleveland  Trust  Co. 

The  Chairman.  What  are  your  total  deposits? 

Mr.  GoFF.  The  highest  is  about  one  hundred  four  and  a  half 
millions.  They  average,  perhaps,  one  hundred  and  two  or  three 
millions. 

The  Chairman.  You  have  savings  accounts? 

Mr.  GoKF.  About  sixtv  millions;  230,000  depositors. 

The  Chairman.  In  tlhese  savings  accounts  you  give  an  interest 
of  how  much? 

Mr.  GoFF.  Four  per  cent. 

The  Chairman.  They  are  not  subject  to  check,  are  they? 

Mr.  GoFF.  No. 

The  Chairman.  The  depositor  comes  in  with  his  book  and  can 
withdraw,  his  money  whenever  he  desires  to  upon  the  presentation  of 
his  book? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  That  interest  is  figured  quarterly,  is  it  not? 

Mr.  (toff.  Yes. 

The  Chairman.  About  60  per  cent 
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Mr.  GoFF.  And  I  might  say,  Senator,  that  savings  deposits  in 
our  institution  have  increased  all  during  this  period  at  the  rate  of 
perhaps  a  million  and  a  quarter  a  month. 

The  Chairman.  It  is  increasing  right  along? 

Mr.  GoFF.  Yes. 

The  Chairman.  Last  month? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  No  evidence  of  any  dropping  off  ? 

Mr.  GoFF.  No,  sir.  I  will  say  that  during  the  rest  periods  there  is 
always  somewhat  of  a  decline  in  deposits,  when  they  can  withdraw 
vrithout  accounting. 

The  Chairman.  But  there  is  no  evidence  of  a  decline  in  the  last  60 
days  ? 

Mr.  GoFF.  No,  sir;  neither  in  the  number  of  accounts  nor  in  the 
deposits. 

The  Chairman.  You  merge  your  saving  deposits  with  commercial 
accounts? 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  So  you  loan  your  savings  deposits  for  short  terms 
to  your  customers? 

ifr.  GoFF.  No.  sir;  we  loan  very  properly  on  real  estate.  I  think 
•we  have  upward  of  twenty-five  millions  in  real  estate  loans — our 
institution. 

The  Chairman.  In  and  about  the  city  of  Cleveland. 

Mr.  GoFF.  Yes,  sir. 

The  Chairman.  Is  there  any  limit  affected  by  the  State  law  as  to 
the  amoimt  that  you  can  loan? 

Mr.  GoFF.  Not  to  exceed  60  per  cent  of  the  appraised  value,  fixed 
by  our  appraisers.    Our  rule  is  50  per  cent,  and  no  more. 

The  Chairman.  An  effort  was  made  at  the  recent  session  of  our 
legislature  in  New  York  to  place  a  penalty  upon  the  bank  that  didn't 
loan  50  per  cent  of  its  resources  on  bonded  mortgages.  That  failed, 
^nd  properly  so,  I  think,  because  that  is  a  risky  experiment. 

Mr.  GoFF.  You  can't  tie  all  your  money  up  in  nonliquid  securities. 
You  must  have  something  to  meet  the  demands  of  your  depositors, 
savings  or  commercial. 

The  Chairman.  Many  of  us  have  felt  that  perhaps  we  haven't  sufii- 
•cient  facilities  to  meet  the  needs  of  long-term  engagements.  We  have 
been  legislating  for  years  for  short-term  business.  Congress  has 
done  little  or  nothing,  nor  have  the  States,  to  encourage,  it  seems  to 
me,  the  long-term  loans  needed  in  financing  building.  Could  you  say 
offhand  the  total  deposits  of  the  State  banks  in  this  city  ? 

Mr.  GoFF.  I  should  say  about  six  hundred  millions — the  State 
banks.    They  have  about  twice  the  volume  of  the  national  banks. 

The  Chairman.  Do  you  think  about  25  per  cent  of  that  sum  is  in- 
vested in  real  estate  mortgages? 

Mr.  GoFF.  No ;  I  am  not  sure.  I  should  say  the  Society  for  Savings 
have  about  40  per  cent  invested. 

Tlie  Chairman.  It  might  average  25  per  cent  in  the  whole  thing? 

Mr.  GoFF.  I  doubt  that.  So  far  as  investment  is  concerned,  in 
institutions  like  our  own,  a  very  considerable  amount  of  real  estate 
loans  are  held  in  estates  in  the  trust  department,  and  are  not  assets 
of  the  bank. 
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The  Chairman.  When  you  say  a  hundred  and  some  odd  millions 
business  in  your  bank,  do  you  include  the  trust  accounts? 

Mr.  GoFF.  No,  sir;  two  hundred  and  fifty  millions  in  trust  funds 
in  the  bank,  but  not  included  in  the  deposits. 

The  Chairman.  Have  you  observed  the  withdrawal  of  the  private 
investor  from  mortgage  loaning? 

Mr.  GoFF.  I  don't  recall.  Senator,  that  we  have  had  private  in- 
vestors lend  in  Cleveland  in  a  large  way  on  real  estate  mortgages* 
In  relatively  small  amounts,  yes. 

The  Chairman.  In  New  York  they  tell  us  the  major  portion  of 
the  money  loaned  on  real  estate  mortgages  comes  from  the  private 
investor. 

Mr.  GoFF.  You  are  talking  of  individual  investors.  There  are  some 
corporations  here;  I  can  give  you  an  example  of  one:  The  Ulmer 
Mortgage  Co.,  I  think,  represents  a  group  of  individuals  that  make  a 
good  many  loans  on  first  and  second  mortgages,  but  in  the  aggregate 
I  would  say  it  was  relatively  small  compared  with  the  amount  of 
business  done  by  the  building  and  loan  and  savings  and  trust  com- 
panies. 

The  Chairman.  A  great  many  estates  loan  money — in  New  York 
the  Hetty  Green  estate  and  in  Chicago  the  Marshall  Field  estate — 
and  they  are  taking  their  money  out  of  mortgages  because  of  the 
high  taxation  on  their  incomes. 

Mr.  GoFF.  Yes;  Government  bonds  and  municipal  bonds  come  in 
competition. 

The  Chairman.  Would  you  think  it  wise  to  enact  legislation  for- 
bidding the  issuance  of  further  tax-exempt  securities? 

Mr.  GoFF.  I  think  it  is  something  to  oe  deprecated  and  avoided. 

The  housing  problem  has  been  acute  not  only  here  but  throughout 

the  country,  due  to  the  fact,  I  think,  that  money  has  been  in  such 

active  demand  for  sustaining  the  Government.    Personally,  I  have 

■  a  feeling  that  we  will  arrive  at  normal  before  a  great  while. 

May  I  just  digress  for  a  moment?  In  one  of  the  studies  before 
the  so-called  mayor's  housing  committee  we  undertook  to  find  out 
about  what  the  percentage  of  material  was  in  the  cost  of  a  house,  and 
if  I  recall  correctly,  we  concluded  that  something  less  than  20  per 
cent  represented  the  cost  of  material  and  80  per  cent  labor.  The 
material  entering  into  a  typical  workingman's  home,  as  given  to  us» 
I  think  by  Mr.  Donaldson  s  company,  in  1915,  was,  as  I  recall  the 
figures,  $201. 

Perhaps  in  March  of  this  year,  1920,  that  same  material  was  said 
to  have  cost  $433.  The  labor  cost  during  that  i>eriod,  or  since  per- 
haps, 1914,  on  the  average  had  increased  something  over  115  per 
cent.  There  has  been  to  a  very  considerable  extent  a  cessation  of 
building  operations  in  Cleveland  except  by  this  speculative  class, 
I  may  call  it,  who  build  to  sell.  They  have  taken  their  chances, 
having,  as  they  now  have,  a  good  many  left  on  their  hands,  as  to 
which  they  may  suffer  some  loss ;  but  they  have  the  profits  of  former 
operations  to  recoup  on. 

I  believe  that  when  some  of  our  major  building  operations  are 
concluded  here,  there  will  be  an  abundance  of  labor  to  be  had  in  the 
building  trades,  that  of  necessity  there  must  be  a  liquidation  of  labor. 
That  is  the  only  combination  I  know  of  in  this  town — a  combination 
of  labor.    And  I  am  not  complaining  of  it,  nor  am  I  complaining 
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t;hat  wages  received  by  labor  have  been  increased  beyond  the  increase 
in  the  cost  of  living.  But  of  necessity  with  the  liquidation  of  labor 
T^ill  come  the  cheapening  of  the  cost  of  construction  of  buildings. 
Mr.  Teare  will  find  that  nis  lumber  cost  and  prices  in  one  way  and 
-another  will  come  down,  and  building  operations  will  not  go  forward 
in  any  large  way  until  they  do  come  down.  The  banks  that  look  to 
the  credit  and  security  and  safety  of  tlieir  institutions  will  not  loan 
in  a  large  way  on  the  present  level  of  prices.  They  are  trustees 
of  money  committed  to  them  by  others,  and  they  must  act  with 
prudence. 

The  Chairman.  Mr.  (loff,  you  referred  to  the  cost  of  a  building 
being  80  per  cent  labor  and  20  per  cent  material.  Our  studies 
indicate  about  75  and  25,  but  in  that  75  per  cent  of  labor  cost  goes 
the  cost  of  labor  in  the  manufacturing  of  material.  You  have  no 
su^grestion  to  make  as  to  Government  ^action  that  will  stimulate 
building? 

Mr.  GoFF.  Well,  Senator,  I  have  not  heard  of  your  bill.  I  have 
never  read  it,  but  as  it  was  described  here,  it  seems  to  me  it  might 
act  as  an  emergency  measure,  and  perhaps  for  permanent  relief. 

The  Chairman.  You  refer  to  the  bill  to  organize  a  home  loan 
bank  system? 

Mr.  GoFF.  Yes.  Of  course,  if  it  is  patterned  upon  the  Federal 
reserve,  where  credit  will  be  extended  in  emergencies  or  for  tem- 
porary needs  to  building  and  loan  companies,  it  is  not  going  to  be 
so  very  helpful.  It  will  not  increase  permanently  the  capital.  If 
they  are  permitted  to  borrow  on  the  deposit  of  their  mortgages  for 
three,  six,  or  nine  months,  they  have  a  debt  there  which  they  must 
ultimately  pay,  and  whether  the  bill  you  have  introduced  con- 
templates the  issuance  of  bonds  predicated  upon  these  mortgage 
loans  as  security  and  sold  to  the  public,  I  don't  know.  If  so,  that 
would  increase  and  enhance  the  capital  available  for  building  pur- 

Eoses,  and  I  welcome,  myself,  anything  that  will  make  for  cheaper 
omes  and  cheaper  factories.  I  do  deprecate,  however,  the  Govern- 
ment extending  itself  too  far  paternally. 

The  Chairman.  We  want  to  avoid  the  Government  going  into  the 
construction  business,  as  they  have  been  compelled  to  do  in  France 
and  England.  What  do  you  think  of  the  suggestion  I  made  this 
morning — ^the  possibility  of  enacting  legislation  exempting  from 
taxation  the  profits  on  the  building  of  homes,  provided  alwavs  that 
those  profits  are  invested  the  next  year  in  the  building  oi  other 
homes?  For  instance,  if  you  build  10  houses  for  dwelling  purposes 
onlv  and  you  sell  those  10  houses  and  make  a  profit  of  a  thousand 
tiollars  on  each,  you  pay  no  tax  on  that  $10,000  provided  the  next 
year  you  invest  all  that  ten  thousand  in  the  building  of  new  homes; 
and  not  make  it  permanent,  but  for  a  period  of  five  years. 

Mr.  GoFF.  I  would  like  to  see  this  middle  man  cut  out  that  sells 
Mr.  Greer's  type  of  house  for  $17,000  in  1918  that  cost  $6,000  in 
1915,  as  an  inducement  for  contractors  to  build;  and  I  don't  think 
you  have  in  mind  the  tax  exemption  except  as  to  the  moderate-price 
home. 

The  Chairman.  Yes. 

Mr.  GoFF.  I  would  rather  see  you  have  it  along  the  line  of  very 
directly  cheapening  the  cost  to  the  owner  rather  than  to  the  con- 
tractor. 
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The  Chairman.  But  here  is  the  point  about  that:  I  think  your 
experience  here  is  that  home  building  in  the  main  is  done  by  the 
man  whom  we  are  pleased  to  call  sometimes  a  speculative  builder. 
There  are  very  few  men  in  your  city  that  build  moderate-priced 
homes  for  themselves. 

Mr.  GoFF.  Well,  I  can't  answer  that.  I  would  say  that  in  our 
institution  we  didn't  loan  to  the  contractor;  I  woul^  say  that  we 
have  loaned  to  the  home  builder. 

The  Chairman.  I  will  venture  the  statement  that  in  the  city  of 
New  York  90  per  cent  of  all  the  houses  constructed  are  built  for 
the  market — ^to  sell.  Now,  the  average  citizen  has  no  facilities  to 
build  houses,  and  he  wouldn't  know  just  what  he  wanted  if  the  saw 
it ;  he  has  no  organization,  and  a  practical  builder  could  go  out  and 
build  20  houses  and  sell  one  to  him  much  cheaper  than  he  could  build 
it  himself.  ^ 

Mr.  GoFF.  Yes ;  but  the  experience  in  this  town  has  been  that  con- 
tractors haven't  sold  without  a  very  considerably  added  profit  on 
the  houses. 

The  Chairman.  But  the  man  who  builds  a  house  for  himself  has 
to  pay  a  profit  each  step  to  the  man  he  is  making  the  contracts  with. 

Mr.  GoFF.  Well,  in  the  main  that  contract  is  with  a  man  that  is 
taking  competitive  bids  through  an  architect's  office. 

The  Chairman.  I  gather,  Mr.  Goff,  that  you  think  this  thing  in 
the  end  is  going  to  right  itself  ? 

Mr.  Goff.  Let  nature  take  its  course.  I  was  down  in  Washington 
on  the  capitalization  committee  in  1918,  at  the  time  of  the  armistice. 
We  considered  on  that  committee  what  ought  to  be  done  with  and 
to  look  forward  to  the  employment  of  the  soldiers  that  were  coming 
back.  When  I  returned  to  Cleveland  and  took  my  place  on  what  is 
known  as  the  mayor's  war  board  here,  I  then  advocated  the  issuance 
of  10,000,000  or  20,000,000  of  improvement  bonds  to  provide  work 
for  the  returning  soldiers,  and  they  were  authorized  and  passed. 
It  was  the  last  thing  that  was  needed.  It  probably  did  more  harm 
than  it  did  good;  and  I  recall  what  Barnejr  Barouche  did  in. the 
month  of  December  or  January,  when  he  withdrew  all  orders  for 
priorities,  and  I  think  his  language  was,  "  Let  nature  take  its  course.'^ 
It  seemed  very  unwise  at  that  time,  but  it  proved  the  part  of  wisdom. 

Until  the  war,  nobody,  I  think,  can  say  that  Cleveland  did  not 
proceed  with  its  homebuilding  ratably  with  the  increase  in  popula- 
tion. I  know  of  no  complaints  that  existed  prior  to  that.  The  ex- 
igencies of  the  war  absorbed  credit,  which  has  not  been  as  freely 
available,  and  with  the  price  level  couldn't  be  made  as  available  as 
in  other  times.  I  think  we  are  soon  going  to  get  back  to  a  more 
normal  condition  as  to  labor  costs  and  material  costs,  and  when  we  do 
the  banks  of  this  city  I  believe  will  strain  themselves  if  need  be  to 
help  out  our  brothers  in  the  building  and  loan  associations,  and  do 
the  job  ourselves  to  see  that  capital  is  made  reasonably  available  for 
building  in  Cleveland. 

But  do  not  forget  that  from  the  1st  of  March  down  to  this  8th 
day  of  November  no  workingman  has  sought  to  avail  himself  of  the 
opportunity  to  build  a  home  at  60  per  cent  of  the  prevailing  costs 
at  6  per  cent  interest,  with  second  mortgage  companies  eager  to  loan 
up  to  80  per  cent.  The  second  mortgage  man  said,  "  We  will  take 
them,"  and  it  wasn't  six  weeks  before  ne  was  advertising  for  loans.  " 
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The  Chairman.  I  know  you  are  right  about  that,  but  that  seems 
to  be  the  trouble,  the  very  problem  ahead  of  us.  And  that  was  said 
in  England  and  France — this  will  right  itself.  Is  this  a  more  diffi- 
cult problem  than  any  of  the  rest  in  the  past?  And  shall  we  drift 
along  a  little  longer  with  this  failing  to  stimulate  the  industry,  and 
then  get  over  our  heads?  In  New  York  we  have  passed  rent  laws 
forbiading  a  man  to  raise  rents  unless  there  was  justification  for  it. 
People  were  being  charged  unduly  high  rents.  Then  we  sav  this: 
that  no  one  shall  raise  their  rent,  and  no  one  shall  be  required  to 
pay  additional  rents  unless  the  local  municipal  court  magistrate  shall 
pass  upon  it.  We  put  the  profit  of  the  landlords'  business  in  the 
hands  of  a  little  local  judge. 

What  I  am  thinking  about  is  this — and  I  want  you  to  think  about 
it,  because  you  are  a  substantial  citizen  of  this  city  and  know  more 
about  financing  than  I  do,  although  I  know  a  little — what  seriously 
concerns  me  is  this :  Whether  we  won't  drift  too  far  into  this  thing, 
and  then  all  of  a  sudden  have  the  demand  on  the  country'  to  go  into 
this  thing  itself.  I  don't  want  to  see  this  thing  done  if  I  can  avoid 
it.  Therefore  it  seems  to  me  it  would  perhaps  be  better  for  us,  for  a 
limited  period,  to  do  something  to  stimulate  this  industry  and  start 
it  off  full  tilt  again.  If  we  go  along  another  year  like  this,  and 
then  another  year  after  that,  then  we  will  face  this  demand  on  the 
part  of  the  people  that  we  do  something.  Thev  have  not  been  able 
to  withstand  that  in  France  and  England.  In  f'rance  they  are  lend- 
ing to  the  people  at  2  per  cent,  and  the  Government  is  absorbing  the 
difference  between  that  and  7  per  cent.  Now,  I  don't  want  to  see 
that  here. 

Mr.  GoFF.  Of  course,  if  we  get  into  that  business,  there  is  the 
farmer  to  take  care  of  and  the  retail  merchant  to  take  care  of.  If  we 
are  going  to  get  into  the  Government  business,  mavbe  we  ought  to 
help  some  of  our  merchants.  We  ought  not  to  build  up  our  towns 
with  industries — we  are  delighted  to  have  them;  they  are  welcome 
guests,  these  automobile  industries,  if  you  please,  that  have  need  for 
a  large  number  of  men — but  we  must  not  overstimulate  on  that  side, 
and  tne  home  building  must  go  along  at  the  same  time. 

The  Chairman.  Coming  after  the  production  of  food  is  the  pro- 
duction of  homes.  The  Government  itself  has  retarded  this  business 
during  the  war.  I  believe  that  perhaps  we  ought  to  do  something 
now.    At  any  rate,  your  opinion  is  worth  a  great  deal  to  us. 

Mr.  GoFF.'Well,  sir,  I  would  be  most  pleased  to  see  the  people  of 
this  town  better  housed.  We  need  it ;  they  are  congested  here ;  and 
yet  we  must  look  forward  to  the  Government,  and  must  look  forward 
to  what  happened  in  Akron — 15,000  admittedly  have  left  that  town 
since  the  1st  of  July — and  perhaps  Government  issues  predicated  on 
mortgage  loans  on  too  high  a  basis  might  be  disastrous. 

The  Chairman.  Now,  Mr.  Rossiter,  you  proceed. 

STATEMENT  OF  ME.  WILLIAM  T.  BOSSITEE,  PBESIDENT,  CLEVE- 

LAND  BTJILDEBS'  STTPPLT  AND  BBICK  CO. 

The  Chairman.  You  are  engaged,  I  understand  it,  in  the  manu- 
facture of 

Mr.  RossFTER.  Of  brick  and  tile,  and  distributors  of  cement,  lime, 
plaster,  and  aggregate. 
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The  Chairman.  And  you  distribute  all  those  commodities  to  the 
builders  of  Cleveland  and  hereabouts? 

Mr.  RossiTER.  The  metropolitan  section ;  yes,  sir. 

The  Chairman.  Now  the  committee  will  be  very  glad  to  hear  any 
statement  you  have  to  make  on  this  subject. 

Mr.  RossriER.  After  receiving  a  letter  in  reference  to  this  inves- 
tigation I  tried  to  boil  it  down,  and  if  there  are  any  questions  after  I 
have  finished  reading  this  I  will  endeavor  to  answer  them.  I  have 
tried  to  put  it  all  into  this  paper  [reading]  : 

I  am  submittin)?  herewith,  condensed  as  biiefly  as  possible,  a  reix>rt  on  the 
relations  of  fire-safe  materials  (such  as  common  brick,  construction  tile,  and 
sand  produced  by  our  company,  and  cement,  lime,  plaster,  and  aergrejrates  dis- 
tributed by  us)  to  the  present  cost  of  housing:,  the  contributing  increased  causes, 
and  the  outlook. 

Tlie  work  of  your  committee  I  am  sure  has  revealed  the  three  basic  items  of 
increased  costs — labor,  fuel,  and  transportation.  In  analyzinc:  these  items  care- 
fully, it  reveals  an  alarming  increased  factor  in  the  failure  of  each  one  of 
those  items  to  perform  even  at  the  price.  Labor  reports  will  undoubtedly  show 
the  per  cent  of  reduced  efficiency.  Fuel,  even  at  Increased  prices,  was  almost 
unobtainable,  making  it  necessary  to  operate  periodically.  Priorities  for  lake 
shipments,  public  utilities,  and  the  domestic  order  carried  the  same  ring  as  all 
such  orders  during  the  war,  ebsolutely  excluding  the  building  industry.  -  Trans- 
portation, lack  of  equipment,  both  box  car  and  open  top,  has  up  to  the  past  month 
been  probably  the  biggest  problem  to  the  entire  building  industry. 

In  the  face  of  these  conditions,  I  am  pleased  to  report  that  we  have  kept  our 
operations  supplied  at,  I  am  sure,  the  lowest  prices  in  the  country.  Coal  has 
been  trucked  to  our  brick  and  tile  plants  and  finished  materials  trucked  to  all 
parts  of  our  entire  county.  Cement  has  been  trucked  60  miles  to  the  job,  and 
it  has  also  been  trucked  from  Bufflngton,  Ind.,  to  Indiana  Harbor,  loaded  on 
boats,  and  shipped  to  us  at  our  dock.  We  have  also  had  boats  carrying  coal  to 
Montreal,  bringing  cement  back  to  us,  and  distributed  to  our  trade,  covering  88 
square  miles,  at  one  price.  I  might  mntlon  that  $4  net  was  the  highest  price 
that  was  charged,  and  this  was  in  small  lots;  the  average  price  this  year  for 
cement,  delivered,  was  $«S.25  net.  Plaster  and  lime  were  transported  by  boat, 
rehandied  for  local  delivery,  and,  I  can  truthfully  say,  at  the  smallest  per  cent 
of  profit  made  by  the  dealer  in  years. 

In  taking  a  typical  modest  workman's  house,  as  submitted  to  the  mayor's 
housing  committee,  with  quantities  of  materials  furnished  in  our  line.  It 
amounted  to  $196.11  In  1913.  while,  figured  at  the  highest  peak  of  prices,  amounts 
to  $485.40 ;  the  estimated  cost  of  the  house  is  $6,000,  while  the  lot  Is  valued  at 
$1,000,  making  a  total  cost  to  the  owner  of  $7,000,  of  which  but  6*  per  cent 
being  all  it  was  possible  for  us  to  supply.  I  am  sure  10  per  cent  net  profit 
is  the  very  highest  made  by  the  dealers,  and  6  to  7  per  cent  would  be  a  nearer 
average;  therefore  eliminating  all  profit  would  result  in  less  than  $50  saving 
to  the  owner. 

I  only  submit  this  in  justice  of  the  material  prices  on  our  materials,  and  wish 
to  make  a  positive  statement  that  not  the  semblance  of  collusion  can  be  at- 
tributed to  us;  no  price  agreements  of  any  nature,  or  rostricte<l  deliveries  of 
any  kind  in  agreement  with  manufacturers  of  material,  contractors,  or  labor 
unions.  Efficient  production  and  economical  distribution,  in  spite  of  the 
numerous  obstacles,  has  made  It  possible  to  keep  operations  moving  and  prices 
low.  and  from  a  material  standpoint,  looking  into  the  future,  feel  sure  that 
with  the  railroads  rapidly  improving  in  tlieir  operations  and  increased  equip- 
ment, as  well  as  a  freer  movement  of  the  i)ropei*  grade  of  fuel,  it  will  allow  us 
to  produce  and  deliver  materials  promptly  which  will  contribute  to  the  stabili- 
zati<m  now  so  neces.«!ary.  Waiting  for  materials  to  be  delivered  has  been  very 
costly  in  construction,  and  in  many  cases  houses  that  could  be  completed  in 
4  or  5  months  required  12  to  14  mcmths;  money,  unused  materials,  and 
labor  were  all  retardtnl  to  the  detriment  of  the  owner.  We  as  a  company  are 
vitally  interested  in  the  housing  situation,  and  appreciate  the  splendid  work 
of  this  conmiittee,  and  any  suggestions  or  recommendations  as  to  how  we  may 
better  do  our  part  will  certainly  get  our  entire  supi>ort. 

Quoted  prices  used  as  basis  for  increased  prices  is  unfair  to  the  manufac- 
turtTs  and  dealers  in  many  commodities  who  ab.solutely  fulfilled  all  of  their 
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contracts,  regardless  of  the  tremendous  increjises  of  cost.  I  do  not  know  of 
any  of  the  companies  we  represent  who  did  not  assist  us  in  flnding  modes  of 
transportation  and  facilities  to  deliver  their  low  price  contracts.  We  pur- 
chased 60  box  cars  which  operated  between  plants  at  a  large  exi>en.se.  Our 
boat  shipments  and  trucking  showe<l  large  los.*<es  to  us,  but  at  all  times  the 
plant  price  applied  on  contracts.  Taking  the  realizeil  prices  on  the  jear's 
deliveries  provesif  conclusively  that  the  large  resiionsible  companies  did  not  take 
advantage  of  us,  regardless  of  the  opi)ortunities  offered  on  new  purchases. 

During  the  war  and  also  after  the  armistice,  I  had  considerable  experience 
In  reviewing  the  costs  of  producing  fire-resisting  materials,  and  the  records  will 
bear  me  out  in  the  fact  that  increases  in  selling  prices  were  very  small ;  in  fact, 
restrictions  made  it  impossible  to  operate  only  for  Government  purposes,  out- 
side of  the  congested  Atlantic  areas  and  encampments.  Brick  and  tile  plants, 
quarries,  and  sand  plants  were  all  closed  down.  When  shipyard  and  munition 
workers  returned  a  new  high  wage  was  established;  overnight  the  peak  was 
reached,  and  the  efflciencj-  very  much  affected ;  cheap  fuel  of  grades  necessary 
for  burning  were  lost  in  the  fuel  pools  that  made  it  necessary  to  accept  any- 
thing possible,  and  with  the  lack  of  rail  equipment  it  furnished  discouraging 
conditions.  These  industries  had  no  encouragement  during  the  war,  and  the 
conditions  after,  when  building  was  resumed,  were  as  bad  if  not  worse.  Non- 
essentials and  luxuries  flourished,  burning  coal  and  using  rail  equipment  and 
materials  so  badly  needed  in  more  necessary  building. 

Trial  balances  and  sworn  statements  show  ti?at  most  all  of  the  companies 
came  through  the  war  with  huge  deficits,  which  I  am  sure  have  not  been  made 
up.  Government  income  reports,  I  am  sure,  will  reveal  the  truth,  that  the 
high  cost  of  a  completed  building  is  not  in  profits  of  the  manufacturers  or 
dealers  in  Cleveland.  Excess  transportation,  extremely  long  mileage  in  truck- 
ing, and  rehandling  and  unloading  absorbed  the  increases  in  wages. 

I  think  that  is  a  true  statement  of  conditions  here  in  Cleveland. 

The  Chairman.  Speaking  of  there  being  no  collusion  in  prices, 
isn't  it  a  fact  that  the  big  dealers  here,  the  material  men  handling 
brick,  cement,  lime,  and  sand,  all  sell  for  the  same  price? 

Mr.  RossiTER.  No,  sir.  I  think  perhaps  there  is  a  tremendously 
big  variation.  We  have  no  printed  list,  no  winking,  no  secret  agree- 
ments, and  we  belong  £o  no  association. 

The  Chairman.  Is  that  so  with  cement  ? 

Mr.  RossiTER.  Yes,  sir;  absolutely.  We  i>urchase  our  cement  and 
sell  it  at  whatever  price  we  care  to  sell  it. 

The  Chairman.  Isn't  there  a  fixed  price  on  cement  on  the  part 
of  the  manufacturer  ? 

Mr.  RossiTER.  The  cement  prices,  Senator,  in  the  last  year  and  a 
half,  or  after  the  armistice — practically  every  cement  company  has 
had  a  different  price.  The  range  is  from  40,  50,  to  60  cents  a  barrel 
difference — practically  no  two  alike.  That  has  been  our  basic  price 
here  in  Cleveland. 

The  Chairman.  Isn't  there  some  cement  arrangement  by  which 
you  act  simply  as  agent  ? 

Mr.  RossiTER.  Yes;  we  are  agent  for 

The  Chairman.  Doesn't  the  cement  manufacturer  control  the 
price  you  shall  sell  at  ? 

Mr.  RossiTER.  No,  sir.  We  have  no  stated  price.  I  have  heard 
there  has  been  such  prices,  etc.,  but  in  Cleveland  we  have  had  no  set 
prices  whatever. 

The  Chairman.  So  your  price  is  fixed  by  your  concern  alone? 

Mr.  RossiTER.  Yes,  sir;  absolutely.  We  have  had  a  variation  as 
hirfi  as  80  or  40  cents  a  barreL 

The  Chairman.  You  might  sell  cement  to  somebody  at  one  price, 
and  to  Mr.  Miller  at  another  price  ? 
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Mr.  RossiTER.  Yesj  sir. 

The  Chairman.  You  wouldn't  be  violating  any  agreement  or  sub- 
ject to  a  fine  by  any  organization? 

Mr.  RossiTEB.  No,  sir;  I  think  it  was  simply  a  case  where  every- 
body was  glad  to  buy  cement  any  place  he  could  get  it.  It  was  just 
a  matter  of  getting  it.  If  it  hadn't  been  for  the  cement  we  brought 
here  by  boat  Cleveland  would  have  been  that  much  shorter  by  25  or 
30  per  cent. 

The  Chairman.  What  are  you  selling  cement  for  now,  say,  in 
thousand-barrel  lots? 

Mr.  RossiTER.  Four  and  a  quarter.  That  includes  sacks,  f.  o.  b. 
cars. 

The  Chairman.  And  that  makes  a  net  price  of  how  much? 

Mr.  RossiTER.  Three  and  a  quarter. 

The  Chairman.  What  was  the  price  of  cement  in  1916?  Do  you 
recall? 

Mr.  RossiTER.  1916  ?     Cement  sold  for  about  $2. 

The  Chairman.  Net?     Was  it  less  than  that? 

Mr.  RossiTER.  In  1913-14,  when  we  computed  the  figures  before 
the  war  and  after,  it  was  about  $1.52. 

The  Chairman.  With  50  cents  off  for  bags  ? 

Mr.  RossiTER.  No ;  at  that  time  it  was  $1.52  net.  At  that  time  it 
was  40  cents  for  bags,  and  then  bags  went  up  15  cents,  and  then  bags 
went  up  25  cents.  I  think  in  computing  a  lot  of  these  figures  in 
Washington  that  Mr.  Miller  saw  that  some  of  the  professors  they 
had  there  confused  people  by  not  taking  into  consideration  f.  o.  b. 
cars  and  delivered  on  the  job  and  the  rebate  on  sacks,  and  they  had 
percentages  running  up  to  a  hundred,  a  hundred  and  fifty,  and  two 
hundred  per  cent,  because  the}^  used  the  net  price  in  1913,  and  in  1918 
they  used  a  gross  price,  and  they  had  a  price  delivered  on  the  job, 
and  in  the  1913  case  they  had  it  f .  o.  b.  cars. 

The  Chairman.  This  $4.25  net,  without  taking  the  bags  off,  that 
is  on  cars  ? 

Mr.  RossiTER.  Delivered  on  the  job  in  carload  lots.  If  they  took 
it  from  the  warehouse,  that  would  be  $5:  that  is,  for  warehousing 
and  delivery.  But  the  f.  o.  b.  cars — we  have  three  ways  of  making 
prices;  we  ^ve  the  contractor  his  choice.  One  is  f.  o.  b.  cars,  an- 
other is  delivery  from  car  in  car  lots,  and  the  other  is  called  for  at 
the  warehouse.  So  he  has  any  one  of  three  choices.  Manv  of  the 
contractors  had  their  own  trucks  and  teams,  but  not  any  of  tnem  will 
go  and  get  the  stuff,  so  it  must  be  that  we  will  handle  it  cheaper 
than  they  will. 

The  Chairman.  Has  there  been  any  reduction  in  the  price  of 
cement  ? 

Mr.  RossiTER.  Not  as  yet. 

The  Chairman.  What  is  the  prospect? 

Mr.  RossiTER.  Given  the  opportunitv  to  run  full  with  our  class  of 
material,  and  to  get  the  kin(i  of  coal  tney  need,  and  to  be  able  to  get 
labor,  I  should  think  there  ought  to  be  a  reduction.  It  seemk  to  me 
as  though  there  should  be. 

The  Chairman.  You  don't  manufacture  cement? 

Mr.  RossrrER.  No ;  we  do  not.  But  I  must  say  for  the  large  manu- 
facturers that  we  have  done  business  with,  that  take  contracts  for  a 
period  of  one  or  two  years,  which  they  have  done,  that  there  were  a 
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good  many  thousand  barrels  of  cement  that  they  put  on  the  job  for 
a  great  deal  less  than  it  cost  them  to  make.  It  is  the  same  way  with 
common  brick.  We  were  making  common  brick  for  months  at 
several  dollars  a  thousand  more  than  we  were  putting  on  the  job, 
but  we  lived  up  to  every  single  contract  that  we  had.  So  it  seems  to 
me  the  only  fair  way  to  get  the  percentage  of  increase  would  be  to 
get  the  realized  price  that  they  get  on  the  total  production.  They 
seem  to  take  a  high  price  tb-day  and  the  low  price  in  prewar  days 
and  then  take  the  percentage  of  increase ;  but  the  fact  of  the  matter 
is,  and  I  think  it  is  literally  true,  that  the  manufacurers  of  cement, 
lime,  plaster,  brick,  tile,  and  so  forth,  have  shipped  all  of  their  con- 
tracts and  the  new  orders  they  have  taken  are  very  few.  I  would 
sav  that  the  peak  prices  in  Cleveland  have  been  25  per  cent;  the 
otner  75  per  cent  has  been  old  contracts  that  they  have  been  filling 
all  the  time.  There  has  not  been  a  single  contract  that  our  company 
has  repudiated.  , 

The  Chairman.  Talking  about  common  brick,  what  is  the  price  of 
common  brick  to-day? 

Mr.  R088ITER.  Common  brick  in  Cleveland,  our  grade  of  common 
brick — which  is  a  great  deal  different  than  most  of  the  cities — Chi- 
cago brick,  for  instance — ^the  selected  brick  is  $25;  kiln,  $23.50  and 
$21 ;  $25  delivered  on  the  job,  anywhere  in  this  88  square  miles.  A 
man  can  get  it  delivered  practically  anywhere  in  Cuyahoga  County, 
delivered  on  the  job  in  wagon-load  lots^  1,300  bricks. 

The  Chairman.  If  you  take  it  5  miles  or  1  mile  it  is  the  same  price  ( 
Mr.  EossiTER.  The  same  price.    We  have  purposely  put  that  in : 
our  city  has  been  moving  out  so  that  the  home  builder  can  get  it  at 
the  same  price  that  he  could  down  at  the  public  square. 

The  Chairman.  Hasn't  the  price  of  brick  gone  down  the  last  few 
months  ? 

Mr.  RossiTER,  No.  We  have  closed  several  plants  up  the  last  few 
weeks  on  account  of  the  coal  situation.  We  have  hauled  coal  from 
all  over  town  trying  to  keep  the  plants  running. 

The  Chairman.  What  is  the  matter  with  your  coal  ? 
Mr.  RossiTER.  The  priority  order  for  lake  shipments;  then  the 
public  utilities.     The  manufacturer  of  brick,  tile,  and  cement  has 
never  been  mentioned  in  any  priority  order  that  I  have  ever  seen. 
The  Chairman.  You  have  had  to  pav  how  much  for  coal? 
Mr.  RossiTER.  As  high  as  eight  and  a  half  at  the  plant,  and  as 
high  as  eleven  or  twelve  dollars  delivered  in  Cleveland,  and  then 
take  any  kind  of  coal  vou  could  get.     We  have  to  use  Cambridge 
coal  from  the  Cambridge  district;  it  has  a  long  flame;  and  then 
when  we  take  other  grades  of  coal  we  take  it  at  a  big  loss  in  pro- 
duction. 

The  Chairman.  Have  you  any  suggestion  to  make  to  stimulate 
building? 

Mr.  KossiTER.  I  think,  Senator,  that  the  natural  conditions  that 
we  are  now  facing  is  going  to  remedy  a  great  deal  of  that.  I  don't 
believe  that  the  public  at  large  have  any  idea  of  the  trials  and 
tribulations  that  the  building  industry  has  gone  through.  Not  a 
single  priority  or  order  of  any  kind  has  taken  into  consideration 
the  bnildinff  industry'  in  Cleveland.  We  had  the  steel  strike,  and 
then  we  had  the  coal  strike  and  the  switchmen's  strike. 
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Mr.  Miller.  Have  you  made  iinv  contracts  for  coal  this  last  year? 

Mr.  E088ITER.  That  is,  1920  ? 

Mr.  Miller.  Yes. 

Mr.  K08SITER.  Yes;  we  did. 

Mr.  Miller.  Were  those  contracts  carried  out? 

Mr.  RossiTER.  Two  of  them  were  not,  and  two  others,  I  think, 
made  an  honest  effort  to  do  it. 

Mr.  Miller.  None  were  carried  out  ?   ' 

Mr.  RossiTER.  Well,  we  got  some  coal  on  one  of  our  contracts; 
but  if  the  Interstate  Commerce  Commission  would  say  to  us  that  we 
must  give  brick  to  some  new  job  at  $25  a  thousand,  and  we  don't 
have  to  give  any  on  the  $15  contract  that  we  have,  it  would  be  an- 
other thing;  but  when  they  said  they  must  make  shipments  to  the 
lake  at  a  price  higher  than  our  contract  they  had  a  very  good  excuse 
for  not  making  deliveries  to  us;  and  that  has  been  the  case  of  my 
observation,  and  it  has  almost  been  a  raise  in  price  by  compulsion 
in  a  good  many  cases  in  some  of  the  Government  rulings. 

Mr.  Miller.  You  had  to  pay  about  $3  to  $1  to  get  your  coal 

Mr.  K088ITER.  We  were  glad  to  get  it. 

Mr.  Miller.  Over  and  above  what  you  had  to  pay  for  it  had  the 
contracts  been  carried  out  ? 

Mr.  RossiTER.  Yes.  We  were  mighty  glad  to  get  it,  to  keep  the 
kiln  going  so  it  wouldn't  go  out  on  us. 

The  Chairman.  The  coal  was  available  at  the  price.  You  could 
get  coal  if  you  paid  for  it? 

Mr.  RossiTER.  I  presume  perhaps  you  could.  We  were  fortunate. 
We  turned  two  of  our  kilns  over  to  oil  burning.  During  the  winter 
we  had  to  close  down  some,  but  in  the  summer  Ave  were  able  to  burn 
some  gas,  and  that  helped  us.  We  even  went  as  far  as  burning  pitch. 
It  was  a  tremendous  cost,  but  we  had  these  jobs  and  a  lot  of  monev 
was  tied  up  in  them,  and  we  made  every  effort  we  could.  But  1 
think  the  material  people  in  Cleveland,  as  far  as  I  know,  have  got  a 
clean  bill  of  health,  and  I  say  that  without  any  fear  of  contradiction, 
because  our  grand  jury  investigated  the  conditions  and  had  our 
books,  costs,  records,  and  so  forth,  and  the  chamber  of  commerce 
made  an  investigation,  and  we  brought  in  all  of  the  data  in  the 
mayor's  housing  committee,  so  we  have  had  enough  investigations.^ 
But  we  were  glad  to  do  it,  that  we  were  able  to  come  to  the  public 
in  the  proper  way,  so  that  they  really  felt  confident  that  there  was  no 
profiteering  going  on ;  but  I  think  they  have  been  befuddled  by  some 
fellows  saying,  "There  is  profiteering  going  on,  but  it  isn't  me."  As 
a  matter  of  fact,  they  are  not  familiar  enough  with  the  building  in- 
dustry to  know  that  probably  it  has  been  the  lowest  price  industry 
in  the  country.    The  material  man  hasn't  had  a  chance  to  profiteer. 

The  Chairman.  Proceed,  Mr.  Van  DeBoe. 

STATEMENT  OF  MB.  H.  HOBEBT  VAN  SeBOE,  PBESIDENT,  CLEVE- 
LAND SEAL  ESTATE  BOABD. 

The  Chairman.  Mr.  Van  DeBoe,  I  believe  you  are  president  of  the 
Cleveland  Real  Estate  Board? 
Mr.  Van  DeBoe.  Yes,  sir. 

The  Chairman.  That  is  an  organization  of  realtors  ? 
Mr.  Van  DeBoe.  Yes,  sir. 
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The  Chairman.  Sort  of  a  mutual  organization,  I  assume,  for  the 
benefit  of  each  other  and  for  the  benefit  of  the  business  community  ? 

Mr.  Van  DeBoe.  For  the  benefit  of  the  business  community  and 
to  maintain  the  ethics  of  the  profession  along  the  line  of  the  attorneys 
associated  in  a  bar  association.    There  is  no  business  relation  at  alL 

The  Chairman.  Yes ;  to  encourage  good  practices  in  business  and 
to  keep  out  the  undesira|;)les.  We  will  be  glad  to  hear  anything  you 
have  to  say  on  this  subject. 

Mr.  Van  DeBoe.  I  was  led  to  believe,  Senator,  that  practically 
the  only  thing  you  wanted  from  the  real  estate  board  was  a  dis- 
cussion of  lana  values  in  Cleveland.  I  prepared  a  report  here,  which 
can  be  turned  over  to  the  committee.  The  costs  in  producing  land, 
the  average  building  lot,  with  no  specific  lot  in  mind,  keeping  in 
mind  the  average  building  lot,  we  will  say  40  by  120,  irrespective 
of  location,  anywhere  around  the  city,  has  increased;  the  cost  of 
manufacture  about  100  per  cent:  and  the  cost  of  acreage  itself 
has  increased  a  hundred  per  cent,  which  is  a  perfectly  natural  cause 
in  the  growth  of  the  city.  In  a  lot  the  labor  of  grade  improvement 
work,  that  cost  has  increased  perhaps  187  per  cent.  The  total  cost 
of  a  building  site  to-day  is  about  1(X)  per  cent  greater  than  it  was 
in  1914,  which  is  an  average  normal  six-year  development  cost. 

The  Chairman.  The  report  will  be  printed  in  tlie  record. 

(The  report  referred  to  by  Mr.  Van  DeBoe  is  here  printed  in  full, 
as  follows:) 

Tkndency  of  Land  Valtks  ix  thk  ('lem*:land  Metropolitan  District. 

The  question  of  the  relation  of  land  vnlues  to  housing  involves  only  that  type 
of  land  generally  classified  as  residence  property,  and  consequently  this  dis- 
cussion will  confine  itself  to  that  particular  type,  excluding  from  any  figures 
or  statements  or  conclusions  property  available  for  business,  manufacturing,  or 
public  works. 

Allotment  operators  of  the  Cleveland  Real  Estate  Board  have  been  consulte<l, 
and  an  earnest  attempt  has  been  made  to  get  at  and  present  to  the  Senate 
committee  investigating  housing  conditions  basic  facts  connected  with  the  produc- 
ing of  a  suitable  building  lot  in  Cleveland. 

In  presenting  this  brief,  it  Is  well  before  proceeding  to  detine  the  term  **  build- 
ing lot "  as  used  herein.  No  specific  building  lot  is  in  mind,  but  rather  there 
has  been  created  for  the  purpose  of  discussion,  from  information  furnished  by 
representative  members  of  the  Cleveland  Real  Estate  Board,  an  average  or  com- 
posite "building  lot"  of  that  tjrpe  generally  referred  to  as  medium-priced 
property,  which  is  the  class  in  whic;li  probably  70  per  cent  of  the  population  is 
interested. 

y  It  is  the  cost  of  nranufr.cturing  fiom  raw  land  a  building  lot  ready  for  the 
builder  to  break  ground  on  as  compared  with  the  cost  in  1914  with  which  this 
article  deals,  and  resales  and  specific  instances  of  value  due  to  a  whim  of  the 
buyer  are  disregarded. 

The  following  general  observations  are  made  as  being  first  in  order. 

1.  The  term  "open  market"  is  applicable  In  a  fuller  meaning  to  price  of  the 
.  building  lot  than  to  any  other  item  connected  with  housing  in  Cleveland.     The 

price  of  money  is  fixed  and  further  approved  by  statute.  The  price  of  first- 
mortgage  money  and  of  second-mortgage  money  is  established.  The  price  of 
labor  is  defined.  Lumber  and  material  prices  reflect  an  uncanny  unanimity. 
The  two  variables  in  housing  seem  to  be  the  contractor's  profit  and  the  cost 
of  the  building  site.  The  first  is  not  under  discussion.  The  latter  is  still  and 
always  will  be  held  down  by  what  is  rudely  termed  "  cutthroat  competition." 

2.  Costs  of  manufacture  of  similar  but  differently  located  building  lots  are 
more  variabe  than  cost  of  manufacture  of  other  similar  articles.  One  tract  of 
raw  land  may  be  level  and  possess  sandy  soil,  another  may  require  extensive 
cutting  and  filling  and  the  driving  of  water  and  sewer  through  rock. 
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3.  Residential  property  in  Cleveland  is  cheaper  than  property  of  similar  type 
and  advantages  in  other  cities  comparing  with  Cleveland  in  size.  . 

4.  Land  values  are  the  only  value  of  all  the  comnroditles  offered  the  buying: 
public  which  do  not  reflect  the  depreciated  dollar.  There  was  no  inflation  of 
value;  in  fact,  there  was  scarcely  the  normal  peace-time  increase  incident  to 
the  growth  of  the  city.  Cleveland,  of  all  the  major  cities,  has  never  had  a 
land  boom.  In  consequence  there  Is  nothing  to  be  deflated,  either  in  the  way  of 
a  land  boom  or  a  deceptive  money  standard,  as  far  as  building  lots  are 
concerned. 

5.  Wholesale  prices  of  acreage  are  Increasing  at  a  faster  rate  than  retail 
prices  of  building  lots,  imtU  that  point  has  now  been  reached  where  in  the 
opinion  of  members  of  the  real  estate  board  who  develop  property  a  sharp  rise 
in  the  retail  price  must  take  place  or  it  will  be  more  attractive  to  Invest  their 
money  In  some  good  "  7  per  cent  preferred." 

A  table  Is  submitted  herewith  showing  elennents  making  up  cost  of  manu- 
facture of  a  building  lot,  and  It  Is  requested  that  this  table  be  regarded  as 
confidential  until  released  by  the  Cleveland  Real  Estate  Board.  It  has  been 
the  desire  of  the  members  of  the  board  to  assist  the  Senate  committee  In  every 
way  possible.  With  that  end  In  view  competitors  have  met  and  exchanged 
confidences  as  never  before,  and  this  table  Is  a  result  of  such  confidences.  It 
is  our  belief  that  this  table  is  the  first  one  of  its  exact  nature  ever  pr^ared, 
and,  while  not  applying  to  every  Individual  case,  reflects  an  average  condition. 
The  reason  for  requesting  the  privilege  of  releasing  this  table  is  merely  that 
it  might  be  considered  a  good  formula  for  conducting  a  real  estate  development. 

Comparison  of  elemenig  in  cost  of  a  building  lot,  1914-1920. 


Raw  land 

Engfneerlnff 

Labor  (unsUlled) 

Teams 

Stone  sidewalks.. 

Sewer 

Water 

Cinders 

Trees 

TiUe 

Carrying  charges. 

SeUIng 

Advertising 

Overhead 

Incidental 

Total....*. 


1914  value 

of  element 

in  total  cost 

of  100. 

137.600 

.781 

3.630 

3.605 

4.327 

4.046 

2.761 

.264 

.190 

.608 

9.365 

18.283 

3.040 

8.500 

3.000 

Percentage 

increase  of 

each  element, 

1914-1920. 

1920  value 
of  element. 

100 

150 

>182 

166| 

150 

220 

250 

50 

110 

50 

50 

33i 

100 

100 

100 

$75,200 

1.953 

10.236 

9.618 

10.818 

12.947 

9.664 

.396 

.399 

.912 

14.047 

24.377 

6.080 

17.000 

6.000 

100.000 

199.642 

1  Including  25  j)er  cent  less  elBciency. 

This  table  shows  that  to  reproduce  now  the  same  building  lot  which  In  1914 
cost  .''5800  would  require  nn  expenditure  of  5^1,000. 

CONCLUSIONS. 

Available  property  suitable  for  subdividing  In  the  metropolitan  Cleveland 
area  is  rapidly  being  used  up.  This  will  by  a  natural  law  tend  to  continually 
force  prices  upward,  unless  more  land  if*  made  available.  The  following  com- 
ments are  offered  as  being  helpful : 

1.  Greater  extension  of  transportation  facilities. — Cleveland  depends  on  sur- 
facH^  car  lines,  and  naturally  people  congest  along  these  lines.  Extension  of  sur- 
face lines,  subways,  and  commuting  service  on  steam  lines  would  open  up  great 

tracts  of  suitable  land. 

2.  Extension  of  sewer  mains. — Every  political  subdivision  In  the  county  is 
slow  In  assisting  the  development  work. 

3.  Extension  of  water  mains. — This  .service  Is  nowhere  near  as  bad  as  the 
sewer  facilities,  but  this  department  of  the  municipality  has  recently  added  to 
the  cost  of  new  building  sites  by  making  a  direct  charge  for  their  mains. 
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4,  Public  utiliiies. — The  utlJltle*  are  extremely  laggard  in  following  the 
builder.  The  gas  company,  waging  a  franchise  fight,  is  making  no  extensions. 
The  electric  light  company  has  adopted  a  plan  to  add  to  the  cost  of  a  house  by 
c'iiarging  for  poles  and  wires  necessarj-  to  carry  the  current  to  a  new  house. 

This  digest  has  been  confined  primarily  to  a  discussion  of  land  values  in 
their  relation  to  housing,  leaving  to  other  organizations  tlie  problems  of  the 
construction  of  building.  In  concluding,  however,  it  is  desired  to  call  atten- 
tion tothe  belief  of  the  (Cleveland  Real  P^state  Board  that  the  Government  must 
assist  in  financing  homes.  The  following  resolution  was  prepared  by  this  board 
and  approved  by  the  Ohio  State  Association  of  Real  Estate  Boards  In  recent 
amiual  convention : 

Whereas  the  housing  shortage  of  the  present  time  is  creating  a  serious  menace 

to  the  moral,  physical,  and  social  welfare  of  the  people  of  the  State  of  Ohio 

and  the  country  at  large ;  and 
Whereas  the  enormous  demands  for  the  financing  of  industry,  transportation, 

and  foreign  investment  are  malting  it  more  and  more  difficult  to  market  real 

estate  securities:  and 
Whereas  the  increasing  affiliation  of  State  banks  and  trust  companies  with  the 

Federal  Reserve  System  will  inevitably  constantly  lessen  their  ability  to  care 

for  the  necessities  of  home  building :  Therefore  be  it 

Resolved  by  the  Ohio  Association  of  Real  Estate  Boards  in  convention  assetn- 
bled.  That  they  request  the  I,<egislatnre  of  the  State  of  Ohio  to  send  a  memorial 
to  the  Congress  of  the  United  States  petitioning  it  to  enact  such  legislation 
as  will  make  possible  the  inclusion  of  the  rediscount  privilege  for  real  estate 
securities  under  the  control  of  the  Federal  Reserve  System,  and  that  a  copy 
of  this  resolution  be  forwarded  to  the  governor  of  the  State  of  Ohio  and  to 
each  member  of  its  legislature. 

The  Chairman.  Vacant  land,  bn  the  whole,  has  increased  100  per 
cent? 

Mr.  Van  DeBoe.  One  hundred  per  cent. 

The  Chairman.  A  lot  that  you  could  formerly  buy  for  a  thousand 
dollars  you  now  have  to  pay  two  thousand  for? 

Mr.  Van  DeBoe.  That's  just  it.  The  average  building  lot,  with 
all  improvements  except  paving,  in  1914  possibly  would  run  $800; 
it  now  runs  $1,600. 

The  Chahiman.  Has  there  been  a  fairly  active  market  for  vacant 
land  during  the  past  two  years  ? 

Mr.  Van  DeBoe.  Of  course,  during  the  war  there  was  practically 
no  market.  This  spring  there  was  a  very  active  market.  During 
July  and  August,  whic^  is  always  a  dull  period,  the  market  feS 
off.  but  the  market  is  again  picking  up  in  vacant  land.  It  seems 
to  De  very  healthy. 

The  Chairman.  Just  now  there  is  a  demand  for  vacant  land? 

Mr.  Van  DeBoe.  The  demand  has  started  again — increased. 

The  Chairman.  It  looks  to  you  as  though  some  people  may  be 
getting  ready  to  take  advantage  of  the  lowering  of  prices  of  build- 
ing material  ? 

Mr.  Van  DeBoe.  I  don't  know,  Senator,  whether  this  winter  will 
be  a  good  time  to  build  or  not — to  take  advantage  of  the  slackening 
of  the  demand  for  labor.  A  good  many  contractors  have  completed 
their  work,  and  might  be  able  to  get  a  favorable  contract.  That 
ma}^  have  quite  a  little  bit  to  do  with  it.  Building  in  this  city, 
though,  as  I  get  it  from  members  of  the  real  estate  board  who 
build,  is  practically  deadlocked. 

You  asked  some  gentleman  here  how  Cleveland  is  built.  I  should 
imagine  Cleveland  is  built  50  per  cent  by  the  contractor  who  builds 
in  groups  for  sale,  for  the  market,  and  practically  50  per  cent  by 
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individuals.  Cleveland  is  a  great  town  for  double  houses,  and 
during  normal  years  here,  before  the  war,  a  man  would  start  out — 
I  am  talking  about  the  medium-priced  house,  the  workingman's 
house — and  he  would  figure  it  was  very  good  business  on  his  part  to 
build  two  halves  to  his  house  and  let  the  other  fellow  help  pay  for  it. 
There  were  contractors  in  the  business  at  that  time  who  built  possibly 
6  or  10  houses  a  year;  they  were  carpenter  contractors — first-class 
carpenters,  with  two  assistants.  And  they  did  a  good  deal  of  work 
around  Cleveland  when  they  could  be  financed.  Finance  tightened 
up  and  they  couldn't  go  ahead.  There  were  a  lot  of  large  building 
contracts  in  the  citv,  and  those  men  went  back  to  the  saw  and  the 
hammer. 

The  Chairman.  And  these  men  usually  sold  at  ja  reasonable  profit, 
didn't  they? 

Mr.  Van  DeBoe.  They  did ;  yes.  '  The  average  profit  on  a  house 
was  about  $500. 

The  Chairman.  And  they  would  take  that  and  build  a  couple 
more  and  make  just  a  little  more,  and  so  on.  Those  were  healthy  men 
to  have  around. 

Mr.  Van  DeBoe.  Yes ;  they  were. 

The  Chairman.  And  now  they  are  out  of  business  altogether? 

Mr.  Van  DeBoe.  Out  of  business  altogether.  The  Cleveland  Real 
Estate  Board  has  no  particular  idea  for  stimulating  building,  but 
anything  that  we  could  do  to  satisfy  the  public,  if  there  is  a  demand 
for  building,  and  to  bring  back  that  type  of  contractor  on  the 
market,  we  will  be  glad  to  do. 

The  Chairman.  I  know  the  type  very  well,  and  they  are  very 
wholesome  people  to  have  around. 

Mr.  Van  DeBoe.  Cleveland  has  been  very  hirgely  built  by  that 
type.  The  other  type  of  people  have  been  waiting  for  the  regular 
builder,  building  for  the  market.  They  are  in  a  position  right  now 
where  they  won't  buy;  they  are  deadlocked.  The  contractor  has 
stopped  building.  I  know  some  members  of  fhe  Real  Estate  Board — 
one  member  who  has  built  here  for  several  years,  one  of  the  old-line 
companies,  that  used  to  build  a  house  for  $4,000;  that  type  of  house, 
a  six-room  house,  now  costs  $8,000.  He  has  for  sale  about  20  of  those 
houses  at  $8,000,  and  he  tells  me  he  has  actually  spent  $7,700  on  those 
houses.  Of  course,  that  profit  is  not  keeping  him  in  business,  and 
he  can  not  sell  them  at  that  price. 

The  Chairman.  I  would  advise  him  to  sell  under  cost  and  get  rid 
of  them  rather  than  let  it  go  too  far.  Of  course  that  man  has  to 
compete  with  every  house  already  built.  The  builder  who  builds 
under  present  conditions  undertakes  a  very  great  risk.  The  man  who 
manufactures  shoes  only  competes  with  those  shoes;  the  same  with 
clothing  and  furniture,  and  things  of  that  character;  but  the  man 
who  builds  a  house  competes  with  every  house  already  constructed: 
houses  are  built  to  last  a  hundred  years.  He  has  to  rent  all  the  old 
ones  up  to  his  new  cost  before  he  can  sell  his.  That  makes  his 
pi:oblem  exceedingly  difficult. 

Mr.  Van  De  Boe.  The  attitude  here  is,  Senator,  that  the  risk  is 
too  great;  that  it  is  better  to  let  it  alone,  as  Mr.  Goff  stated.  We 
thought  in  the  spring  there  was  a  great  demand,  and  there  doesn't 
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seem  to  be  the  demand.  There  is  a  great  amoimt  of  talk  about  the 
supply  of  houses  greater  than  the  demand  bringing  down  rents, 
and  things  of  that  kind,  and  there  was  an  awful  rent  agitation,  and 
to  relieve  the  pressure  it  was  thought  the  people  would  want  houses. 

The  Chairman.  Is  there  any  evidence  of  a  reduction  in  rents? 

Mr.  Van  De  Bob.  Not  to  my  knowledge.  As  far  as  I  personally 
know,  there  have  been  some  cases  in  Cleveland  of  greatly  increased 
rents.  The  average  rent  in  Cleveland — and  by  that  I  mean  75  per 
cent  of  the  rental  property — I  don't  think  has  increased  over  actual 
cost — that  is,  cost  of  upkeep,  increased  cost  of  carrying.  There  have 
been  some  very  flagrant  cases.  It  is  like  the  man  that  commits 
murder;  he  is  held  up,  and  the  other  good  members  of  the  com- 
munity you  never  hear  anything  about.  And  I  think  that  is  the 
condition  here;  there  have  been  some  very  flagrant  cases  of  rent 
profiteering.  The  general  average  of  rents,  I  tliink,  is  in  keeping 
with  the  rise  in  costs. 

The  Chairman.  Have  you  heard  of  more  or  less  doubling  up, 
of  two  families  living  where  one  used  to  live  ? 

Mr.  Van  De  Boe.  When  people  feel  that  they  can't  afford  to  buy 
a  house  of  their  own  and  spread  out,  they  will  make  the  best  of  the 
circumstances,  naturally.  I  know  from  personal  observation  in  sev- 
eral places,  in  what  we  call  the  industrial  districts,  around  factory 
shop  areas,  thev'are  converting  double  houses  into  triple  houses  by 
knocking  two  clormers  in  the  attic  and  finishing  it  with  wall  board. 
In  driving  around  the  city  I  have  seen  numerous  instances  of  that, 
and  they  are  possibly  confining  them  to  three  rooms  where  their 
natural  dictates  prefer  to  have  six  rooms. 

The  (chairman.  Do  you  have  any  suggestioub  to  make  that  would 
be  helpful  ? 

Mr.  Van  DeBoe.  The  question  arose  this  morning — Senator  Pom- 
erene  asked  some  of  the  people  that  were  testifying  if  they  thought  it 
would  be  a  good  idea  to  take  the  tax  off  of  mortgages  and  put  an 
amendment  to  the  constitution.  There  is  such  an  amendment  in  the 
constitution  of  Ohio.  It  was  passed  and  carried  by  the  people  two 
years  ago,  known  as  the  Shinn  amendment.  This  amendment  has 
been  in  the  constitution  for  two  years,  and  no  action  has  been  taken, 
that  is,  no  statute  has  been  enacted  under  it.  The  Ohio  Association 
of  Real  Estate  Boards  has  addressed  a  memorial  to  the  Sthte  legis- 
lature and  to  the  governor,  requesting  them  to  frame  and  enact  a 
statute  in  compliance  with  that  amendment,  which  we  believe  will 
help  to  some  extent.  Also  at  our  State  convention  in  Canton  very 
recently  we  were  seriously  studying  the  bill  known  as  the  Calder  bill, 
and  we  are  very  much  in  favor — the  whole  State  association — of  some 
such  bill — a  bill  along  those  lines. 

The  Chairman.  Do  you  refer  to  the  bill  in  reference  to  home  loan 
banks? 

Mr.  Van  DeBoe.  Home  loan  banks.  We  think  possibly  that  will 
provide  funds  for  the  people  here,  not  the  builder,  but  the  small 
builder  about  whom  I  was  talking — the  five-house-a-year  man.  If 
we  could  finance  him  and  give  him  some  outlet,  I  think  things  would 
adjiist  themselves. 

The  Chairman.  Mr.  Riester  is  next. 
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STATEMENT  OF  MB.  ATTGITST  E.  EIESTEB,  PBESISENT,  CLEVE- 
LAND BTJILSEBS'  EXCHANGE. 

Mr.  RiESTER.  I  am  here  as  president  of  the  Builders'  Exchange. 

The  Chairman.  Your  exchange  represents  the  men  who  build  for 
the  market,  in  the  main  ? 

Mr.  RiESTER.  The  exchange  is  made  up  of  members  of  the  building 
trades  in  general — all  classes  of  material  men,  as  well  as  contractors 
of  all  trades,  made  up  rather  in  a  social  way.  We  do  not  go  into 
the  labor  disputes  or  anything  of  that  sort.  It  is  just  merely  more 
of  a  social  organization  to  bring  all  of  the  members  together  on  a 
better  footing. 

The  Chairman.  Something  like  a  builders'  club? 

Mr.  RiESTER.  Well,  yes.  We  call  it  the  exchange.  That's  about 
all  it  is. 

The  Chairman.  You  meet  together  to  help  one  another  without 
interfering  with  one's  individual  business  ? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  You  don't  attempt  to  fix  prices  for  labor  and 
material  ? 

Mr.  RiESTER.  No,  sir ;  they  can't  do  that. 

The  Chairman.  You  don't  endeavor  to  deal  directly  with  labor 
unions  or  labor  men? 

Mr.  RiesteR.  No,  sir;  that  is  left  in  the  hands  of  a  separate  or- 
ganization. 

The  Chairman.  You  have  discussed  in  your  exchange  this  housing 
problem,  I  presume? 

Mr.  RiESTER.  Yes;  at  different  times,  whenever  it  came  up,  just 
like  any  other  thing  would  come  up;  we  discussed  it  and  kept  our 
hands  off  of  it. 

The  Chairman.  What  is  your  own  particular  line? 

Mr.  RiESTER.  Sheet  metal  contractor. 

The  Chairman.  Have  you  any  suggestions  to  make  to  the  com- 
mittee that  would  be  helpful  in  making  this  situation  out? 

Mr.  RiESTER.  No,  I  haven't;  unless  you  want  my  personal  views 
of  it. 

The  Chairman.  We  will  be  glad  to  have  that. 

Mr.  RiESTER.  I  believe  in  the  hands-off  policy.  I  think  the  thing 
will  adjust  itself  if  you  let  it  alone,  just  like  a  lot  of  other  things. 
That  is  my  own  mind  about  the  matter.  I  imagine  if  you  will  let 
thin^  just  go  along  as  they  are,  they  will  adjust  themselves;  and 
like  Mr.  Gon  says,  nature  will  take  its  own  course.  I  don't  see  any 
other  way  that  you  can  possibly  hurry  this  matter,  or  help  it  along 
'  in  any  better  way  than  we  have  done.  When  people  want  something 
they  generally  eventually  get  it  without  force.  If  the  prices  are  too 
high  they  are  goin^  to  quit  buying,  and  if  they  quit  buying  the 
prices  of  material  will  come  down ;  and  if  labor  hasn't  any  building 
to  do,  they  will  soon  get  down  to  the  point  where  they  will  give  ^ou 
100  per  cent  efficiency,  which  they  probably  have  not  been  doing 
heretofore.  And  you  can  tell  it  as  you  go  along.  For  the  last  three 
months  the  production  in  labor  has  increased  considerablv,  just  be- 
cause there  wasn't  so  much  to  do,  and  I  think  when  people  get  sick 
of  high  prices  thej-  will  soon  call  a  halt  to  it  and  fix  it  so  prices  will 
come  down. 
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The  Chairman.  You  are  a  sheet  metal  worker? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  You  make  cornices  and  metal  work  of  every  char- 
acter for  buildiii^  ? 

Mr.  RrESTER.  Yes,  sir. 

The  Chairman.  Outside  work,  usually? 

Mr.  KiESTER.  Yes,  sir ;  and  inside  fabricated  metal  work. 

The  Chairman.  Your  men  that  you  employ  are,  in  the  main,  mem- 
bers of  organized  labor? 

Mr.  RiESTER.  Yes,  sir ;  altogether.    We  have  contracts  with  them. 

The  Chairman.  Do  you  have  any  system  of  apprenticeship,  em- 
ploying apprentices  ?    What  is  the  rule? 

lir.  Kiester.  We  have  our  rule,  and  we  are  probably  one  of  the 
very  few  trades  that  have  the  apprenticeship  system.  They  allow 
us  one  apprentice  to  every  three  journeymen.  They  allow  us  that. 
It  isn't  what  we  want;  it  is  what  they  allow  us.  We  have  a  very 
good  contract,  I  think,  with  our  sheet  metal  workers'  union,  and  1 
think  they  are  one  of  the  best  in  the  city  to  deal  with. 

The  Chairman.  What  is  the  pay  of  a  journeyman  to-day  I 

Mr.  RiESTER.  $10  a  day. 

The  Chairman.  Several  grades,  or  one  grade? 

Mr.  RiESTER.  One  grade. 

The  Chairman.  Eight  hours? 

Mr.  RiESTER.  Ei^t  hours. 

The  Chairman.  Four  hours  Saturday? 

Mr.  RiESTER.  Four  hours  Saturday. 

The  Chairman.  For  which  you  give  them  four  hours'  pay? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  And  the  pay  is  $55  for  a  full  week? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  You  are  allowed  one  apprentice  to  every  three 
men? 

Mr.  RiESTER.  Yes,  sir. 

The  Chairman.  Do  you  have  your  apprentice  list  filled  full  in 
your  shop? 

Mr.  RiESTER.  Yes ;  we  do ;  but  our  business  goes  up  and  down,  and 
where  we  may  be  short  20  ^apprentices  in  August,  we  may  have  an 
oversupply  wnen  the  fall  ana  the  winter  come. 

The  (jhairman.  What  then? 

Mr.  RiESTER.  Then  we  are  in  trouble. 

The  Chairman.  When  the  journeyman  is  laid  of  is  the  apprentice 
laid  off.  too? 

Mr.  RiESTER.  They  have  been  very  decent  about  it,  and  have  been 
overlooking  the  thing,  with  the  exception  of  always  calling  our  atten- 
tion to  it. 

The  Chairman.  Do  you  have  any  trouble  in  getting  young  men  to 
learn  the  trade? 

Mr.  RiESTER.  No  and  yes.  We  have  to  pay  them  a  good  wage  now 
to  start  with,  and  much  larger  than  it  used  to  be,  of  course,  and  we 
get  them  more  handily;  but  in  our  trade  our  apprenticeship  agree- 
ment provides  that  the  apprentice  must  go  to  the  tech  school  here. 
That  is  part  of  his  agreement ;  he  has  got  to  po  through  just  so  many 
regular  school  terms  of  night  school  in  the  winter,  and  he  must  attend 
those  classes.     We  are  trying  to  arrange  to  take  the  apprentices  that 
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come  out  of  the  tech  schools  from  the  sheet-metal  departments  and 
allow  them  just  such  a  length  of  time  as  they  might  serve,  possibly 
a  year  of  their  apprenticeship,  and  allow  them  for  what  they  learned 
in  the  tech  school  from  the  age  of  14  to  16,  when  they  are  in  what  we 
call  the  "  loafing  time,"  between  the  time  they  are  out  of  thiB  eighth 
grade  and  when  they  would  go  to  work,  and  haven't  money  enough 
to  go  to  high  school.  So  we  are  encouraging  them  to  go  to  tech 
school. 

The  Chairman.  In  the  dajrtime. 

Mr.  RiESTER.  Yes;  and  then  allow  them  a  certain  amount  of  that 
time  in  the  apprenticeship. 

The  Chairman.  What  is  the  age  of  the  apprentice? 

Mr.  RiESTER.  Sixteen  when  they  start. 

The  Chairman.  How  long  must  they  serve  ? 

Mr.  RiESTER.  Four  years. 

The  Chairman.  What  pay  do  you  give  them  when  they  enter 
their  apprenticeship? 

Mr.  RiESTER.  I  am  not  quite  certain  just  what  we  are  doing  now. 
The  union  controls  that  part  also.    I  think  it  is  $12  a  week  to  start. . 

The  Chairman.  I  am  asking  you  these  questions  because  I  think 
the  matter  of  apprenticeship  in  the  important  building  trades  is  an 
important  question.  I  find  in  the  carpenter  line,  for  instance,  we 
are  not  getting  the  apprentices ;  we  are  not  making  to-day,  in  New 
York,  at  least,  as  many  good  carpenters.  I  have  had  in  my  employ 
recently  30  carpenters  that  didn't  have  an  apprentice,  and  tnere 
wasn't  but  one  of  the  carpenters  under  50  years  of  age. 

Mr.  RiESTER.  They  are  not  making  carpenters  here  to  any  gi*eat 
extent.  They  have  a  short  way  of  making  carpenters  here;  a  man 
starts  as  a  concrete-form  worker  and  from  there  he  jumps  to  jour- 
neyman carpenter. 

The  Chairman.  I  am  afraid  that  we  are  not  making  as  good  car- 
penters as  we  used  to,  but  we  do  get  good  apprentices  in  the  mason 
trade,  bricklayers,  plumbers,  and  electricians,  and  in  your  line. 
Have  you  any  suggestions  to  make  as  to  apprenticeship  matters  in 
the  country? 

Mr.  RiESTER.  I  think  that  is  one  of  the  most  important  things  for 
our  trade.  One  of  the  biggest  architects  in  the  city  during  an  ex- 
cursion, to  the  Carnegie  School  of  Technology  that  the  Builders' 
Exchange  made  a  couple  of  weeks  ago  made  the  statement  that  in 
10  years  from  now,  if  things  kept  on,  he  would  not  be  able  to  build 
a  high-class  building  because  there  wouldn't  be  mechanics  enough 
to  do  a  high-class  job.  They  are  not  making  high-class  men  any 
more;  they  are  dying  out,  and  it  is  a  fact.  Every  time  we  have  a 
nice  piece  of  sheet-metal  work  to  make  we  have  only  got  some  men 
there  between  50  and  70  years  old  that  can  do  that  work;  the  rest 
of  them  can't  do  it.  They  are  specializing  along  certain  lines.  That 
is  one  kind  you  are  turning  away,  at  least  in  our  line  of  business. 

The  Chairman.  That  seems  too  bad,  in  view  of  the  opportunities 
for  young  men  in  America  to  learn  a  good  trade  and  get  big  pay  out 
of  these  opportunities,  which  were  never  so  good  as  they  are  to-day. 

Mr.  RiESTER.  The  best  sheet-metal  men  Ave  have  are  those  we  have 
made  ourselves,  20  years  back,  and  are  still  in  our  employ  there.  It 
shows  that  the  boy  that  learns  the  trade  thoroughly  becomes  a  good 
mechanic. 
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The  Chairman.  Have  you  any  other  suggestions  to  make  to  us? 

Mr.  RiESTER.  No ;  I  haven't. 

The  Chairman.  Now,  we  will  hear  Mr.  Klie. 

STATEMENT  OF  MB.  WALTEB  KLIE,  PEESISENT,  BUILDING 

TBADES  EMPLOYEES'  ASSOCIATION. 

The  Chairman.  Mr.  Klie,  you  are  president  of  the  Building 
Trades  Employers'  Association? 

Mr.  Klie.  les,  sir. 

The  Chairman.  And  your  organization  deals  with  the  labor 
problems  ? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  And  adjusts  difficulties  with  labor? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  What  other  fimction  has  your  organization? 

Mr.  Klie.  That  is  our  entire  function — one  of  labor  problems  and 
labor  agreements,  and  the  enforcing  of  labor  agreements,  and  en- 
deavoring to  secure  sufficient  help  for  work  when  it  is  particularly 
rushed.    The  problem  is  entirely  one  of  labor. 

The  Chairman.  What  is  your  own  personal  business  ? 

Mr.  Klie.  Heating  and  plumbing  contracting  business. 

The  Chairman.  Have  you  had  any  serious  labor  difficulties  this 
year  ? 

Mr.  Klie.  We  have  in  our  particular  business;  yes,  sir — in  the 
plumbing  and  heating  business ;  we  have  had  quite  a  strike. 

The  Chairman.  Is  it  on  now  ? 

Mr.  Klie.  No.    It  lasted  13  weeks,  the  plumbing  proposition. 

The  Chairman.  There  are  no  labor  dimculties  now  in  your  line? 

Mr.  Klie.  No;  not  in  our  line. 

The  Chairman.  You  make  your  contracts  by  the  year? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  Do  they  live  up  to  them,  generally  ? 

Mr.  Klie.  They  do,  as  a  rule ;  yes,  sir.  Our  organization  is  com- 
paratively young  and  our  plumbers'  strike  was  largely  one,  in  a  way, 
of  misunderstanding;  that  is,  our  plumbers'  union  had  never  con- 
sidered this  a  part  of  this  general  agreement  with  the  building  trades 
council  as  one  association  which  should  bind  all  the  building  trades. 
There  was  some  misunderstanding  in  their  own  ranks  with  the  build- 
ing trades  council.  They  took  a  stand  which  we  considered  a  false 
one  and  which  was  proven  to  be  a  false  one,  of  hot  being  bound  by 
this  general  a^eement,  which  calls  for  no  strikes.  As  a  result  of 
that  we  had  this  long  strike.  But  the  other  building  trades  realized 
that  it  was  a  violation  of  this  general  agreement,  and  consequently 
we  had  the  support  of  the  other  building  trades,  at  least  passive  sup- 
port, and  perhaps  a  little  more  than  that. 

The  Chairman.  How  many  men  are  there  employed  in  the  build- 
ing trades  in  the  city  of  Cleveland? 

Mr.  Klie.  I  should  say  something  like  20,000  all  told;  somewhere 
near  those  figures. 

The  Chairman.  Have  you  observed  a  slackening  of  building? 

Mr.  Klie.  Oh,  yes. 

The  Chairman.  Have  you  thought  of  anything  that  might  help 
to  revive  it? 
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Mr.  Klte.  Well,  I  think  the  unsatisfied  demand  for  buildings  will, 
in  a  comparatively  short  time,  revive  it.  I  think  that  is  bound  to 
happen.  The  supply  has  not  been  taken  care  of,  and  it  would  seem 
that  would  get  it  to  going  very  shortly. 

The  Chairman.  Of  course,  the  slackening  up  is  the  result  of  high 

C!OStS  ? 

Mr.  Klie.  Yes;  and  tlie  uncertainty  as  to  whether  these  higher 
costs  are  going  to  endure  or  whether  they  will  drop — our  costs  in  the 
building  trades.  I  have  here  with  me  a  copy  of  our  agreement, 
which  J  will  be  verv  glad  to  leave  with  you. 

The  Chahiman.  We  will  be  very  glad  to  have  you  read  it  and  incor- 
porate it  in  the  record.     Does  that  include  the  rates  of  pay? 

Mr.  EiESTER.  No.    I  also  have  a  copy  of  that. 

The  Chairman.  I  will  be  glad  to  have  that. 

Mr.  RiESTER.  This  is  a  rate  of  wage  that  went  into  effect — most  of 
them  did — the  1st  of  May  this  year,  a  few  the  1st  of  April,  and  one 
the  1st  of  June,  and  we  issued  this  order  from  the  employers'  asso- 
ciation to  our  membership,  prohibiting  the  payment  of  wages  in  ad- 
vance of  this.  We  began  paying  this  fliis  last  spring,  upon  the  form- 
ing of  the  new  agreements,  because  our  experience  the  year  before 
had  been  rather  bad.  In  May  of  1919,  when  we  made  our  new  agree- 
ments, there  was  a  temporary  cessation  of  building;  after  the  armi- 
stice evervone  felt  that,  and  when  these  new  waires  Avere  made  at  that 
time,  the  scales  previous  to  these,  the  thing  was  to  endeavor  to  get 
work.     Things  Avere  rather  slack. 

Well,  very,  very  suddenly  it  opened  up,  and  before  long  there  was 
a  great  building  boom  here,  an  unusual  amount  of  activity,  and  we 
found  almost  overnight  that  instead  of  looking  for  work  we  had  a 
great  shortage  in  our  labor  situation.  We^  of  course,  could  do  noth- 
ing with  anyone  other  than  members  of  our  association  in  the  way 
of  telling  them  what  thev  should  pay  and  not  to  go  beyond  scales,  and 
the  great  demand  for  tliese  men  resulted  in  bidding  beyond  estab- 
lished scales.  We  did  everything  possible;  we  brou^t  in  more  men 
in  the  various  trades,  in  some  cases  with  the  cooperation  of  the  build- 
ing-trades unions,  from  other  cities,  where  this  building  boom  had  not 
taken  hold  so  rapidly.  We  spent  a  lot  of  money  bringing  these  men 
into  the  city,  paying  their  transportation  here  and  a  day^s  traveling 
time,  making  those  inducements  to  get  them  here. 

Before  long  other  cities  began  to  feel  this  same  activity,  and  we 
were  unable  to  get  them  in  in  quite  the  numbers  we  needed.  Of 
course  that  began  to  establish  rather  high  wage  scales,  in  excess  of 
our  1919  agreements,  so  that  when  we  established  our  new  agree- 
ments in  1920  they  seemed  out  of  line  with  our  1919  scales. 

The  difficulty  was  that  in  this  bidding  for  men  the  real  wages 
paid  had  considerably  exceeded  the  1919  wage  scales  before  our  1920 
agreements  were  made,  so  the  increases  were  not  so  large  in  1920 
over  what  was  actually  paid  as  they  seemed  to  be.  That  is  why  in 
1920  we  issued  an  order  to  our  membership.  We  increased  our  mem- 
bership considerably,  and  we  appealed  to  architects  and  builders  not 
to  start  this  bidding  again,  so  that  we  could  maintain,  if  possible, 
a  maximum  scale  this  year.  The  results  so  far  have  been  quite  good 
in  that  way,  and  we  nave  had  practically  none  of  that  bidding  to 
deal  with  this  year. 
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The  Chairman.  What  is  the  pay  now  for  bricklayers  and  masons? 

Mr.  Klie.  $1.25. 

The  Chairman.  That  is  $10  a  day  ? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  And  for  plasterers? 

Mr.  Klie.  The  plasterers  also  get  a  dollar  and  a  quarter. 

The  Chairman.  What  is  the  pay  of  the  bricklayer  s  laborer? 

Mr.  Klie.  Eighty-seven  and  a  half. 

The  Chairman.  And  the  plasterer's  helper? 

Mr.  Klie.  Well,  those  men — the  men  who  attend  these  plasterers 
and  brick  masons — are  always  paid  a  little;,  bit  more  than  that,  al- 
though in  our  scale  that  we  have  here  all  builders'  laborers  are  87^, 
but  by  custom  they  generally  get  5  cents  an  hour  more  when  they  are 
assisting  plasterers  or  brick  masons. 

Xhe  Chairman.  Plumbers  receive  how  much? 

Mr.  Klie.  $1.37^. 

The  Chairman.  That  is  how  much  a  day? 

Mr.  Klie.  $11  a  day. 

The  Chairman.  And  carpenters? 

Mr.  Klie.  $1.25. 

The  Chairman.  That  is  $10  a  day. 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  This  slackening  up  of  building,  has  that  brought 
about  a  situation  on  the  part  of  labor  whereby  they  will  take  less  pay? 

Mr.  Klik.  Xo;  no,  it  has  not. 

The  Chairman.  Has  any  suggestion  been  made  by  them  that  they 
take  less  pay,  so  as  to  have  more  business  for  the  wintet? 

Mr.  Klie.  I  think  not. 

The  Chairman.  And  you  rather  think  that  will  go  through  until 
the  1st  of  next  May? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  That  is  a  yearly  agreement? 

Mr.  Klie.  Yes,  sir. 

The  Chairman.  What  is  the  general  condition  of  the  trades  in 
the  city  now?    Are  they  all  pretty  busy? 

Mr.  Klie.  Well,  there  is  considerable  slackening  in  quite  a  few  of 
the  trades.  Of  course,  my  judgment  may  he  a  little  bit  prejudiced 
in  this  way:  after  1*^  weeks  in  a  tieup  in  the  particular  business  in 
which  I  am  engaged  we  are  naturally  still  busy  catching  up  with  that 
old  work.  The  strike  ended  August  25,  and  we  are  just  about  catch- 
ing up  with  ourselves:  but  T  understand  from  other  builders  that 
in  most  other  trades  where  thev  didn't  have  that  to  contend  with 
that  they  are  well  caught  up  and  there  is  a  good" supply  of  labor  in 
most  of  the  trades. 

The  Chairman.  In  New  York  the  labor  is  fairly  busy  yet.  Of 
course  we  have  a  good  many  big  structures  going  up — office  build- 
ings, factories,  and  warehouses — but  there  has  not  been  a  slackening 
yet :  that  is,  there  are  no  building  permits  yet,  but 

Mr.  Klie.  That's  about  the  situation  here.  We  can  build  them 
from  the  estimating  end  of  our  business. 

The  Chairman.  What  suggestions  have  you  to  make  that  will 
stimulate  business? 

Mr.  Klie.  Well,  I  don't  know  just  what  would  stimulate  it,  but  I 
think  something  should  be  done  to  prevent  repetition  of  this  bidding 
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for  labor,  which  makes  things  go  out  of  proportion,  and  which  in 
turn  reduces  efficiency  a  great  deal.  I  mean  the  conditions  we  had 
here.  For  instance^  in  the  latter  part  of  1919  and  early  part  of  1920. 
if  there  >were  two  jobs  for  every  man,  or  almost  that,  it  is  natural 
that  many  men  would  not  produce  the  maximum,  because  if  the 
employer  didn't  like  what  they  were  doing,  there  was  another  job 
waiting  for  them  for  at  least  as  much  money. 

I  believe  if  every  contractor  in  every  line  of  business  keeps  up 
the  number  of  apprentices  that  his  agreemjent  calls  for,  to  the 
maximum,  it  will  be  very  important,  not  only  here  but  throughout  the 
country ;  and  if  there  are  any  trades  where  the  maximum  has  proven 
to  be  insufficient,  then  lAake  changes  in  the  agreements  that  increase 
that  maximum  so  that  there  will  he  more  mechanics  in  the  building 
trades  producing  throughout  the  country.  I  think  that  is  really  a 
fundamental  thing  that  will  help  the  situation  a  great  deal,  and 
indirectly  that  will  help  to  stimulate  building. 

In  the  housing  situation  I  met  with  some  committees  when  we  were 
planning  to  build  5,000  homes  some  time  ago.  That  was  a  time  when 
the  clamor  for  men  was  really  at  its  height,  and  I  couldn't  see  how 
it  was  possible  or  practical  to  carry  that  program  out,  because  there 
were  not  enough  men  to  carry  on  the  work  already  contracted  for, 
although  we  were,  as  an  employers'  association,  getting  results  in 
bringing  men  in;  but  it  was  simply  taking  them  from  other  cities 
who  would  in  turn  suffer.  So  I  think  fundamentally  the  number  of 
mechanics  should  be  increased,  if  possible ;  and  that  can  be  done.  I 
believe  there  may  be  some  restrictions  in  some  of  the  trades,  that 
keep  the  apprentices  down  pretty  close,  but  I  believe  in  some  cases 
that  contractors  are  also  a  little  bit  neglectful  in  not  seeing  that  they 
have  their  full  quota  as  allowed. 

Another  reason  for  that  condition,  I  beUeve,  was  that  during  the 
past  years  any  boy  could  go  out  in  the  factory,  during  the  war  time 
and  immediately  after,  and  earn  big  money — a  very  young  bov :  and 
it  took  a  pretty  good  boy  to  look  tar  enough  ahead  to  say,  "  I  am 
going  to  work  iov  very  low  pay  and  consider  I  am  continuing  school, 
because  eventually  I  will  learn  a  trade  that  will  give  me  good  money." 
He  would  be  attracted  by  this  immediate  big  pay,  and  it  made  it 
very  difficult  to  get  the  full  quota  of  apprentices  in  the  various 
trades.  In  some  of  the  trades  now  they  are  increasing  the  pay  of 
these  apprentices  so  as  make  it  more  attractive  and  more  possible  to 
get  these  men. 

The  Chahiman.  Mr.  KUe,  do  you  know  of  any  combination  of 
labor  men  here  in  Cleveland  that  have  held  up  con^ruction  work  for 
their  own  material  purposes? 

Mr.  Klie.  No,  sir.    I  nave  known  of  none  such. 

The  Chairman.  No  labor  leader  is  engaged  in  that  kind  of  prac- 
tice here? 

Mr.  Klie.  No,  sir ;  I  know  of  none  here.  We  had  some  notoriety 
here  before  our  agreement  was  formed. 

The  Chaibman.  Do  you  know  of  any  combination  of  employing 
interests  that  fix  prices  in  any  of  our  trades? 

Mr.  KxiE.  No,  sir;  I  don't. 

The  Chaibman.  You  are  in  the  plumbing  business? 

Mr.  Klie.  Plumbing  and  heating. 

The  Chairman.  You  have  an  association? 
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Mr.  Kt.tk.  Yes,  sir. 

The  Chairman.  Don't  you  have  an  arrangement  between  your- 
selves as  to  what  you  should  charge  for  certain  goods? 

Mr.  Klie.  Absolutely  not. 

The  Chairman.  There  is  no  agreement  in  the  employers'  associa- 
tion between  the  members  just  how  much  this  house  shall  be  plumbed 
,for  or  that  house  plumbed  for? 

Mr.  Klie.  No,  sir. 

The  Chairman.  There  is  no  agreement  on  the  part  of  the  plumb- 
ing-supply men  by  which  there  is  a  certain  standard  price  for  every 
stock  article  you  buy  no  matter  whom  you  buy  it  from? 

Mr.  Klie.  Not  that  I  know-  of. 

The  Chairman.  You  can  bid  around  on  different  items  and  get 
different  prices  from  different  men? 

Mr.  KiJE.  Yes;  to  a  certain  extent  you  can  do  that. 

The  Chairman.  In  some  cases  the  prices  are  the  same? 

Mr.  Klie.  Well,  they  don't  vary  a  great  deal.  They  probably 
naturally  wouldn't  vary  a  great  deal.  Our  business  is  quite  stable, 
and  pipe  and  fittings  and  things  of  that  kind,  and  I  understand  the 
jobbers — I  don't  know  anything  about  the  jobbing  business — ^handle 
that  kind  of  staple  stuff  at  a  pretty  close  margin,  and  I  don't  imagine 
there  would  be  much  opportunity  for  variation  to  any  extent  in  that. 
For  instance.  I  understand  sometimes  if  you  buy  a  grade  of  j)ipe  the 
man  merely  handles  the  account  as  low  as  a  5  per  cent  margin.  Of 
course,  I  am  in  the  contracting  end  of  the  game;  I  am  not  in  the 
jobbing  game  and  know  nothing  definite  about  it  at  all. 

In  regard  to  these  prices,  comparing  it  with  different  cities,  there 
is  one  thing  that  is  quite  often  deceiving,  as  it  would  have  been  here 
in  this  city  during  part  of  last  year,  and  that  is :  Do  or  do  they  not 
adhere  to  wage  scales  agreed  upon?  I  know  there  was  a  time  here, 
during  this  bidding  for  men,  when  some  of  the  wage  scales — our 
printed  wage  scales,  before  we  made  any  definite  effort  not  to  have 
these  wages  exceeded  after  they  were  agreed  upon — that  it  sometimes 
brings  these  wages  up  higher  than  the  scales,  and  I  understand  that 
holds  forth  in  some  of  the  other  cities  to  which  Cleveland  might  be 
compared.  So  the  prevailing  wage  that  is  being  paid  is  really  the 
thing  that  should  anord  the  proper  basis  of  comparison  as  to  wages. 

Mr.  Miller.  I  would  like  to  ask  if  you  have  been  interfered  with 
at  all  by  lack  of  transportation — irregularities  of  transportation? 

Mr.  Klie.  Oh,  yes;  yes,  sir.  For  instance,  we  had  several  cars  of 
pipe  ordered  as  far  back  as  last  January,  and  we  got  a  couple  of  them 
in  a  few  weeks  ago — the  first  ones. 

Mr.  Miller.  That  has  added  to  the  cost  of  your  work? 

Mr.  Klie.  Oh,  j^es ;  because  we  have  to  pick  up  instead  of  buying 
in  carload  lots — pick  it  up  where  we  could  get  it,  and  cart  it,  per- 
haps, or  do  anything  that  would  be  necessary. 

Mr.  Miller.  With  free  and  full  and  ample  transportation,  as  good 
as  you  ever  knew  it  to  be,  you  could  figure  on  a  job  cheaper  than  you 
can  now  ? 

Mr.  Klie.  No  question  about  it. 

Mr.  Miller.  Perhaps  10  per  cent? 

Mr.  Klie.  I  should  think  so. 

Mr.  Miller,  Twenty  per  cent? 
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Mr.  Klie.  I  don't  know  as  it  would  go  that  far,  but  it  is  quite  a 
factor.  There  is  iust  one  other  thing  that  would  help  in  preventing 
the  shortage  of  labor,  and  that  is  an  effort  to  have  any  public  work — 
city  work,  street  work,  public  buildings,  or  anything  of  that  kind — 
done  as  nearly  as  possible  during  the  time  when  labor  is  more  nearly 
available. 

Mr.  Miller.  That  is,  for  the  cities  arid  the  Government  to  do  theii; 
work  in  times  of  depression  ? 

Mr.  Klie.  Yes. 

The  Chairman.  Next  we  will  hear  Mr.  Gavlak. 

STATEMENT  OF  ME.  JOSEPH  M.  QAYLAE,  PEESISENT,  BXnLDINO 

TEADES  COUNCIL,  CLEVELAND,  OHIO.    ' 

The  Chairman.  Mr.  Gavlak,  you  are  president  of  the  Building 
Trades  Council  of  the  city  of  Cleveland  ? 

Mr.  Gavlak.  Yes,  sir. 

The  Chairman.  Mr.  Gavlak,  what  is  your  own  trade? 

Mr.  Gavlak.  Slate  and  tile  roofer. 

The  Chairman.  You  have  been  president  of  this  organization  for 
how  long? 

Mr.  Gavlak.  About  four  years. 

The  Chairman.  You  live  in  Cleveland  and  have  been  here  for  a 
number  of  years? 

.Mr.  Gavlak.  ir^ractically  all  my  life. 

The  Chairman.  Have  you  any  suggestions  to  make  that  would 
aid  or  might  help  us  in  reviving  the  general  business  ? 

Mr.  Gavlak.  I  am  sure  I  don't  Icnow.  There  has  been  many  sug- 
gestions made.  The  only  suggestion  I  have  to  offer  is  this:  That 
]ust  as  soon  as  the  price  of  material  will  become  stationary  and  not 
fluctuate  as  it  has  m  the  past  year  or  two  it  will  encourage  more 
building.  The  prospective  home  builder  in  the  last  year  or  two  was 
confronted  by  this  situation :  That  he  was  not  assured  when  he  com- 
pleted his  building  that  the  prices  would  not  drop. 

A  contractor  going  to  the  supply  company  for  building  material 
was  not  assured  that  the  price  tor  that  material  would  be  as  he  con- 
templated for  the  building,  and  the  people  in  this  city  do  not  wish 
to  undertake  building  until  such  time  as  they  are  assured  that  the 
cost  will  be  a  certain  price,  and  that  does  not  prevail  at  the  present 
time  and  has  not  for  the  past  two  years. 

Another  bad  feature  of  the  building  industry  here  is  this:  That 
the  cost-plus  plan  has  crept  into  the  building  industry,  and  people 
are  not  so  ready  and  willing  to  go  ahead  with  the  undertaking  for 
the  same  reason — ^that  they  don't  know  what  it  will  cost  them  after 
the  building  is  completed. 

The  Chairman.  Has  that  become  quite  prevalent,  the  cost'  plus? 

Mr.  Gavlak.  It  has  become  more  so  in  the  last  year  than  ever 
before  in  the  city.  The  contractors  do  not  take  contracts  for  build- 
ing because  they  don't  know  what  it  will  cost  them. 

The  Chairman.  I  am  informed  that  is  quite  common  on  big  jobs 
throughout  the  country. 

Mr.  Gavlak.  On  residences  as  well. 
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The  Chairman.  I  know  in  the  big  office  buildings  and  warehouse 
work  in  New  York,  in  the  main  that  has  been  the  system  in  the  past 
six  months,  because  the  man  who  built  was  uncertain  as  to  the  cost 
and  did  not  want  to  take  the  risk. 

Mr.  Gavlak.  Naturally. 

The  Chairman.  And  you  and  I  agree  that  that  tends  to  high  cost, 
and  I  think  you  will  agree  with  me  that  that  is  a  deterrent  to  effi- 
ciency in  labor. 

Mr.  Ga\xak.  More  so  than  anything  else. 

The  Chairman.  It  tends  to  discourage  the  builder  to  manage  his 
work  and  get  the  best  out  of  his  men,  and  that  follows  down  to  the 
men.    I  quite  agree  with  you  that  that  is  a  very  bad  system. 

Mr.  Gavlak.  If  that  was  prevented  building  operations  in  this  city 
would  go  on  as  fast  as  they  have  done  before. 

The  Cel^irman.  On  our  own  cost-plus  system  during  the  war — I 
don't  know  whether  it  could  have  been  avoided — but  I  criticized 
severely  doing  that  sort  of  work,  as  I  believed  that  system  tended 
materially  to  extravagance  and  waste  and  cost  entirely  out  of  propor- 
tion.   I  am  glad  that  you,  as  a  laboring  man,  condemn  it  also. 

Mr.  Ga>xak.  We  surely  do,  because  it  is,  we  find,  a  detriment  to 
organized  labor. 

The  Chairman.  It  breaks  down  the  whole  morale  of  business,  and 
of  labor,  too.  Have  you  thought  out  anything  that  the  Government 
can  do  in  the  way  of  helping  to  stimulate  the  Duilding  industry? 

Mr.  Gavlak.  Well,  I  am  sure  I  can't  say,  Senator.  We  have  had 
here  in  the  city  for  the  past  16  or  18  years  a  steady  growth,  and  of 
course  if  it  wasn't  for  the  order  of  the  United  States  Government  dur- 
ing the  war  to  stop  building  we  would  be  going  as  we  have  in  the 
past.  Of  course,  that  order  was  obeyed  and  we  have  got  away  froni 
the  habit,  and  the  people  do  not  wish  to  pay  the  prices  that  are  being 
asked  for  building.  As  you  have  been  tola  by  the  various  men  here, 
these  prices  have  doubled  and  in  some  cases  tripled,  and  the  wages 
have  mcreased. 

Tne  Ofairman.  The  wages  have  doubled  ? 

Mr.  Gavlak.  No  ;  they  have  not. 

The  Chairman.  They  have  not  doubled? 

Mr.  Gavlak.  No,  sir.  We  think  in  the  past  three  years  the  build- 
ing industry  has  not  increased  any  more  than  60  per  cent. 

The  Chairman.  Your  work  is  sheet  metal? 

Mr.  Gavlak.  Slate  and  tile  roofer. 

The  Chairman.  What  is  the  pay? 

Mr.  Gavlak.  A  dollar  and  a  quarter  an  hour. 

The  Chairman.  That  is  $10  a  day  ? 

Mr.  Gavlak.  Yes,  sir. 

The  Chairman.  What  was  the  pay,  say,  in  1916  ? 

Mr.  Gavlak.  I  think  we  were  getting  90  cents  an  hour. 

The  Chairman.  $7.20.    You  were  getting  as  much  as  that? 

Mr.  Gavxak.  Yes,  sir. 

The  Chairman.  I  know  that  you  can't  expect  labor  to  reduce  its 
wage  unless  the  general  cost  of  living  goes  down;  that  is  what  the 
workinsman  says,  and  it  is  pretty  hard  to  argue  against  that. 

Mr.  UAVLAK.  A  man  must  live. 
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The  Chairman.  At  the  same  time,  I  don't  see  much  hope  for  lower 
costs  unless  we  do  something  to  increase  the  output  of  labor,  and  that 
can  be  done  in  many  ways;  perhaps  by  the  introduction  of  newer 
methods  of  manufacture;  perhaps  by  changing  our  building  laws  in 
some  w  ay  so  as  to  increase  the  output  somewhat  of  labor.  It  is  a  big 
problem  that  we  must  all  give  our  best  thought  to  in  the  best  in- 
terests of  the  Nation.    I  know  you  agree  to  that,  and  we  all  do. 

Mr.  Miller.  Do  you  have  any  way  of  getting  hold  of  apprentices? 
First,  do  you  believe  that  the  building  trades  offer  opportunities  for 
a  young  man? 

Mr.  TxAVLAK.  Well,  to  get  my  opinion  on  it,  I  would  say  that  in 
some  of  the  building  industries  I  wouldn't  advise  it.  Of  course,  that 
is  my  own  opinion.    But  we  do  not  prohibit  apprentices. 

Mr.  Miller.  In  what  line  do  you  think  there  is  the  least  promise 
for  apprentices  ? 

Mr.  Gavlak.  Well,  for  instance,  in  my  line. 

Mr.  Miller.  Do  you  think  a  carpenter's  job  promises  better  ? 

Mr.  Gavlak.  More  steady  work. 

Mr.  Miller.  And  a  bricklayer  has  more  steady  work? 

Mr.  Gavlak.  Well,  I  don't  know  about  that. 

Mr.  Miller.  What  is  the  percentage  of  idleness  in  your  line 
through  bad  weather  ? 

Mr.  Gavlak.  We  lose  practically  four  months  of  the  year. 

The  Chairman.  Then  you  are  employed  about  two-thirds  of  the 
time. 

Mr.  Gavlak.  Just  about. 

The  Chairman.  Will  it  average  that  much  ? 

Mr.  Ga\xak.  I  think  it  will  in  this  city. 

Mr.  Miller.  You  have  had  idleness  cluring  the  past  year  due  to 
lack  of  delivery  of  materials  through  freight  congestion? 

Mr.  Ga\xak.  Well,  it  has  not  been  noticed  so  much  because  of  our 
employers  being  stocked  up  with  materials — that  is,  slate. 

Mr.  Miller.  The  chief  cause,  then,  for  the  unattractiveness  of 
the  work  for  young  men  is  not  the  daily  wage  or  the  character  of 
work,  but  the  irregularity  of  employment? 

Mr.  Gavlak.  Yes;  hazards  and  other  things. 

Mr,  Miller.  Do  you  think  bricklaying  is  the  most  attractive? 

Mr.  Gavlak.  No;  I  wouldn't  say  so.  I  would  choose  to  be  an 
electrical  worker. 

Mr.  Miller.  That  is  inside  and  steady  work? 

Mr.  Gavlak.  Yes. 

The  Chairman.  Plumbing  is  fairly  so  ? 

Mr.  Gavlak.  That  is  steady,  but  it  is  outside  some. 

The  Chairman.  You  are  thinking  of  the  regular,  steady  em- 
ployment ? 

Mr.  Ga\xak.  Exactly. 

Mr.  Miller.  Regular,  steady  employment  is  the  issue  of  the  trade? 

Mr.  Gavlak.  Surely. 

The  Chairman.  Have  you  anything  else  to  suggest  ? 

Mr.  Gavlak.  Not  that  1  know  of.  Senator,  I  am  sure. 

The  Chairman.  The  committee  would  be  glad  to  have  you  com- 
municate with  us  if  anything  further  occurs  to  you  or  your  organiza- 
tion. 

Mr.  Gavlak.  I  will  be  very  glad  to  do  so,  I  am  sure. 
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STATEMEHT  OF  MB.  FEANK  H.  BAEB,  T&AITIC  COMHISSIONEB^ 
CHAMBEB  OF  COMUEBCE,  CLEVELAND,  OHIO. 

The  Chairman.  Mr.  Baer,  the  committee  is  very  sorry  to  have 
kept  you  waiting. 

Mr.  Baer.  I  have  been  much  interested  in  the  hearing. 

The  Chairman.  Mr.  Baer,  you  are  the  traflSc  commissioner  of  the 
chamber  of  commerce? 

Mr.  Basb.  Yes. 

The  Chairman.  What  is  your  own  individual  business? 

Mr.  Baer.  That  is  my  sole  business.  I  might  say,  incidentally,  that 
I  am  temporarily  the  chairman  of  the  special  terminal  committee 
appointed  oy  the  Interstate  Commerce  Commission.  That  takes  part 
01  my  time  at  present. 

The  Chairman.  Well,  that  is  a  very  important  work  jou  are 
doing,  and  one  that  is  nation-wide  in  its  aspect.  Our  committee  has 
given  some  study  to  traffic  conditions  in  the  East.  There  has  been 
correspondence  with  men  all  over  the  country  concerning  traffic 
and  its  effect  upon  delivery  of  building  materials  during  the  past 
year.  Of  course,  you  know  the  result  of  the  priority  orders  made 
by  the  Interstate  Commerce  Commission  taking  from  building  and 
other  business  a  great  deal  of  opportunities  for  delivery,  which 
were  accorded  to  coal,  and  necessarily  so,  I  believe.  Are  traffic  con- 
ditions better  now  in  this  part  of  the  country? 

Mr.  Baer.  Traffic  conditions  at  Cleveland  are  better  than  normal. 
If  you  care  to  have  some  figures  that  will  show  that,  I  will  be  very 
glad  to  furnish  them.  For  example,  the  average  movement  at  this 
time  of  the  year  in  and  ouc  of  this  terminal  is  10,310  cars — that  is, 
on  this  day  that  I  have  taken,  October  23,  the  actual  movement 
was  11,766.  June  1  was  the  height  of  the  congestion,  caused  largely 
by  the  switchmen's  strike. 

The  movement  then  was  9,355  cars,  whereas  an  average  movement 
for  that  day  would  have  been  10,555.  I  think  those  figures  give  a 
very  good  indication  of  the  improvement  that  has  occurred  since 
then.  There  are  no  cars  held  out  of  the  terminal  to-day,  whereas 
June  1  there  were  713  that  could  not  be  brought  in  at  all.  On  that 
day  there  were  held  out  for  delivery  on  team  tracks  425  cars  that 
were  actually  in  the  terminal  but  could  not  be  placed.  On  October 
23  there  were  only  35.  That  is  only  one  example  of  many  improve- 
ments that  are  noticeable  here. 

Mr.  Mhjler.  Have  you  had  coal  cars  held  up  here  for  speculation  ? 

Mr.  Baer.  Not  that  I  am  aware  of.  As  a  matter  of  fact,  there  have 
been  very  rigid  orders  against  cars  held  for  reconsignment,  and 
penalties  that  were  in  these  service  orders  that  would  prevent  that. 

Mr.  MiUiER.  Do  you  know  whether  car-service  order  No.  20  is  still 
in  effect  ? 

Mr.  Baer.  I  understand  it  is  modified  so  as  to  allow  42  inches  on 
all  hopper-bottom  and  flat-bottom  cars,  whereas  the  recent  limits 
have  been  38  inches.  That  would  release  ordinarily  25,000  more  cars 
for  general  purposes. 

MS".  Miller.  However,  with  the  old  or  present  rule  that  a  man 
can  buy  a  car  of  coal,  move  it  to  a  port,  ana  keep  it  there  as  long  as 
he  likes,  as  long  as  he  pays  the  public  charge  or  $2  a  day  and  have 
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five  days  furnished,  that  costs  him  about  a  dollar  a  ton  to  hold  coal 
in  port.    Can  he  do  that  in  this  port? 

Mr.  Baer.  Under  the  operations  he  could,  but  as  a  matter  of  prac- 
tice in  the  consignment  of  coal  in  this  lake  pool  he  could  not.  In 
other  words,  the  coal  is  dumped  as  fast  as  l)ottoms  are  available. 

Mr.  Miller.  The  old  way? 

Mr.  Baer.  Yes. 

Mr.  Miller.  How  many  davs  is  it  held  here? 

Mr,  Baer.  Are  you  speaking  of  Cleveland  itself  or  all  of  the 
Lake  Erie  ports?  Because  Cleveland  is  only  one  port  of  many,  and 
does  not  deliver  as  much  coal  to  the  lake  as  some  of  the  other 
ports. 

Mr.  Miller.  Speaking  of  the  Cleveland  port,  to  be  specific. 

Mr.  Baer.  I  don't  know  of  any  coal  that  has  been  held  here  over 
four  days.  It  seems  to  me  there  was  some  delay  along  the  end  of 
August,  due  to  lack  of  ships,  but  on  that  noint  I  think  Mr.  Griggs, 
the  agent  of  the  Interstate  Commerce  (Jommission  handling  this 
lake  po61,  can  give  more  component  testimony. 

Mr.  Miller.  Have  you  had  complaints  from  the  building  industry 
as  to  the  lack  of  cars  during  the  summer? 

Mr.  Baer.  Many  of  them. 

Mr.  Miller.  Did  you  do  anything  to  relieve  that  ? 

Mr.  Baer.  There  was  no  relief.  In  the  first  place,  before  the  gen- 
eral service  order  which  you  had  in  mind  was  issued,  there  were 
orders  issued  May  25  which  definitely  allocated  30,000  box  cars  to 
the  West. 

Mr.  Miliar.  To  the  East. 

Mr.  Baer.  No  ;  box  cars  to  the  West — to  Greenwood.  People  were 
not  confined  to  open-top  equipment.  Then  later,  and  effective  June 
1,  service  order  No.  7  became  effective,  which  gave  priority  for  all 
open-top  cars,  and  there  has  been  a  steady  movement  of  box  cars 
out  of  this  terminal  empty  in  order  to  comply  with  these  orders 
of  the  commission:  and  there  has  been  this  preference  in  priority 
given  to  the  coal  trade,  which  means  practically  after  they  filled 
their  lake  obligations  there  wasn't  anything  left. 

Mr.  Miller.  You  have  in  mind,  as  a  representative  of  the  Cham- 
ber of  Commerce  of  Cleveland,  which,  among  its  other  considerations, 
has  the  housing  problem  and  building  problem  probably  at  heart, 
that  the  effect  of  irregular  delivery  of  building  materials  tends  to 
make  a  spot  market  in  building  materials,  as  it  would  in  coal,  and 
tends  to  mterrupt  the  continuity  of  processes  of  building,  and  to 
make  prudent  contractors  estimate  high,  or  refuse  to  estimate  at  all, 
and  work  on  a  cost-plus  basis,  I  presume  ? 

Mr.  Baer.  I  realize  that  fully,  and  even  specifically  through  the 
embargoes  which  we  were  compelled  to  place  here,  and  which  were 
only  canceled  in  the  last  30  days.  The  placing  of  an  embargo  on  the 
intercity  movement  of  materials  in  carloads  forced  us  to  haul  over 
the  streets.    That  had  its  effect  on  the  cost  of  materials. 

Mr.  Miliar.  It  is  contended  bv  some  that  with  a  free  delivery  of 
building  materials  and  a  free  delivery  of  coal  at  normal  prices,  the 
natural  cost  of  construction  would  come  down  a  great  deal  witnout 
reducing  the  cost  of  labor  or  other  things  unnaturally,  and  that  this 
present  condition  of  subnormal  building  during  the  past  six  months 
is  due  largely  to  these  priority  orders  and  the  monopoly  of  transpor- 
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tation  by  the  coal  industry;  and  being  a  Lake  port  through  which 
this  coal  for  the  Northwest  must  clear,  it  would  seem  that  the  cham- 
ber of  commerce  should  give  thought  in  advance  and  prearrange  the 
transportation  of  buildii^  materiSs  in  order  to  get  building  done  at 
normal  prices. 

In  other  words,  there  is  no  use  in  saying  that  the  price  of  building 
is  too  high  without  going  into  the  cause  of  the  high  prices,  and  if  the 
cause  is  monopoly  of  transportation,  and  if  vou  nave  to  do  with  the 
transportation  matter  in  the  interest  of  the  public,  through  the 
chamber  of  commerce,  it  might  well  be  a  matter  to  which  you  should 
give  serious  consideration  next  year. 

Mr.  Baer.  We  have.  We  gave  it  serious  consideration  this  vear. 
We  got  an  economic  movement  to  these  box  cars  by  giving  them  loads 
in  the  direction  in  which  they  were  ordered.  The  same  practice  was 
true  in  the  open-type  cars,  although  it  wasn't  our  prime  interest— 
the  building  materials.  We  have  a  very  much  more  impressive  prob- 
lem before  us,  and  that  was  getting  coal  to  the  domestic  consumer,  to 
ward  off  any  prospect  of  a  coal  famine  this  winter.  And  the  service 
order  No.  10,  which  gave  that  priority  to  the  Lake,  wasn't  five  days 
old  before  we  lodged  our  protest  in  Washington,  loUowed  there  by 
oral  protest.  The  transportation  department  of  the  chamber  of 
commerce  has  been  very  active  in  that  line,  to  get  these  orders 
modified. 

Mr.  Miller.  That  order  did  not  work,  did  it  ?  Do  you  know  why 
it  did  not  work? 

Mr.  Baer.  I  think  it  was  unjustified  to  begin  with,  and  I  think 
that  is  one  very  good  cause.  One  witness  this  morning  testified  that 
for  manv  years  there  is  always  a  threatened  emergency  in  the  North- 
west. The  same  thing  is  true  of  an  emergency  in  the  West,  as  far  as 
grain  loading  is  concerned.  But  those  emergencies  have  always  been 
met  before  without  any  such  drastic  orders  as  given  in  these  cases. 

Mr.  Miller.  What  prices  are  you  paying  for  anthracite  for  do- 
mestic use  delivered  tD-day? 

Mr.  Baer.  I  couldn't  speak  with  any  degree  of  accuracy,  but  I 
think  the  price  of  anthracite  coal  delivered  is  perhaps  around  $19  or 
$20. 

Mr.  Miller.  What  price  was  it  at  this  time  last  ve^r? 

Mr.  Baer.  That  I  don't  know. 

Mr.  Miller.  Or  two  or  three  years  ago! 

Mr.  Baer.  Two  or  three  years  ago  it  was  probably  ^. 

Mr.  Miller.  Can  you  account  for  the  difference  between  $8  two 
or  three  years  ago  and  $19  to-day? 

Mr.  Baer.  No  ;  but  these  priority  orders  have  not  directly  affected 
the  movement  of  anthracite  coal. 

Mr.  Miller.  Don't  you  think  the  priority  orders  and  the  conges- 
tion of  cars  at  the  port  by  bituminous  have  crowded  out  anthracite? 

Mr.  Baer.  If es ;  I  think  it  has  had  its  effect  on  it. 

Mr.  Miller.  What  else  could  have  been  the  cause  of  a  rise  from 
$8  to  $19  in  anthracite  coal? 

Mr.  Baer.  Why,  I  couldn't  answer  you  fully  on  that.  Of  course, 
the  increase  in  the  freight  rate  itself  has  had  something  to  do  with 
it:  the  same  thing  is  true  with  the  bituminous  coal,  and  the  same 
thing  is  true  of  the  building  materials  cost.    I  had  intended  to  intrg- 
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duce  some  testimony  on  that  subject,  something  specific  as  far  as  the 
building  materials  are  concerned. 

Mr.  Miller.  If  you  will,  please. 

Mr.  Baer.  Before  August  26  of  this  year  the  rate  on  bituminous 
coal  from  Pittsburgh  was  $1.45  a  ton ;  it  is  now  $2.05^  per  ton.  The 
rate  on  cement  from  Sandusky  before  August  26  was  7  cents  per 
hundred ;  it  is  now  10.  From  liehigh,  Pa.,  the  old  rate  was  18 ;  the 
present  rate  is  25  cents ;  from  New  (Jastle,  8^  and  12,  respectively. 

On  lumber — I  take  the  principal  sources  of  production — Seattle, 
Wash.,  the  old  rate  was  71^  a  hundred,  the  new  rate  96^ ;  Jackson, 
Miss.,  the  old  rate  was  37,  the  new  rate  49^.  On  brick,  which  largely 
is  manufactured  here  in  Cleveland,  the  movement  on  switching 
rates,  the  old  rate  for  single-line  haul — that  is,  a  movement  made 
over  the  line  of  one  railroad — was  30  cents,  and  is  now  42 ;  a  two-line 
haul  was  40,  and  is  now  56.  And  those  rates  previously,  as  you 
know,  were  increased  very  considerably  since  1914. 

Mr.  Miller.  You  are  speaking  now  of  the  increase  in  rates  taking 
place  on  the  26th  dav  of  August,  over  and  above  the  rate  which  was 
made  in  June,  1918? 

Mr.  Baer.  Yes. 

Mr.  Miller.  At  which  time  the  rate  on  those  materials  had  been  in- 
creased about  50  per  cent? 

Mr.  Baer.  Twenty-five. 

Mr.  Miller.  Well,  the  ordinary  commodity  had  increased  about  25. 

Mr.  Baer.  And  before  that  variously  15  per  cent  and  5  per  cent 
since  1914. 

Mr.  Miller.  I  noted  with  a  great  deal  of  interest  that  the  Bureau 
of  Economics  at  Washington  had  figured  it  out  how  much  it  had 
cost  to  move  a  carpet  sweeper  from  one  place  to  another,  and,  to 
make  it  complete,  how  much  it  cost  to  move  a  vacuum  cleaner,  and 
also  how  much  the  increased  freight  rate  affected  the  moving  of  a 
felt  hat  and  a  dozen  of  lemons,  and  hundreds  of  those  commodities ; 
they  covered  the  movement  of  coal  from  Rock  Springs,  Utah,  to  a 
place  in  Wyoming,  and  the  matter  of  cement  from  Fresno,  Calif,  I 
think,  to  San  Francisco;  and  we  have  asked  them  if  they  wouldn't 
be  kind  enough  to  give  us  the  figures  of  the  effect  of  the  increased 
freight  rate  of  June,  1918,  and  August.  1920,  on  cement  per  barrel 
from  its  principal  sources  and  lumber  rrom  its  principal  sources  in 
order  to  see  what  material  effect  the  increase  in  freight  rates  have 
had  on  basic  building  materials  since  before  the  war,  and  if  any  of 
those  figures  are  put  into  the  report  it  might  be  worth  your  noting. 

Mr.  Baer.  Yes ;  I  would  be  very  glad  to  have  it. 

Mr.  Miller.  It  would  simplify  the  figures  you  have  given. 

Mr.  Baer.  Of  course,  on  these  basic  commodities  the  effect  is  very 
marked,  there  is  no  doubt  about  that;  they  are  quite  an  element  in 
the  cost. 

Mr.  Miller.  It  has  been  suggested  to  me  by  some  that  where  gen- 
eral commodities  are  paying  $1.85  against  a  dollar  that  they  paid  for 
transportation  before  the  war,  the  building  materials  and  the  heavier 
things  are  paying  $2.40  now  against  the  dollar  which  they  paid  before 
the  war,  and  those  figures  which  you  give  wouldn't  seem  to  contradict 
that. 

The  Chairman.  Now,  Mr.  Gott. 
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STATEMENT  OF  ME.  PHILIF  P.  OOTT,  SECEETAET,  THE  BiniDEBS' 

EXCHANGE,  AKEON,  OHIO. 

Mr.  GoTT.  I  have  this  entire  report  in  writing,  and,  to  save  time, 
perhaps  it  would  be  advisable  to  leave  this  with  you  instead  of  taking 
up  your  time  further  to-day. 

The  Chairman.  Your  statement  in  writing  is  of  conditions  in 
Akron  ? 

Mr.  GoTT.  Of  conditions  in  Akron,  and  such  recommendations  as 
have  been  found  advisable  from  contractors,  architects,  and  bankers 
that  I  have  called  upon  in  behalf  of  this  meeting. 

The  Chairman.  Let  us  have  the  recommendations,  and  the  rest 
you  can  file  with  the  committee. 

Mr.  GoTT.  I  have  here  a  recommendation  by  a  committee  of  three 
bankers  of  the  Akron  Clearing  House  Association,  considering  the 
present  state  of  the  building  industry  from  the  viewpoint  oi  the 
banker,  and  having  carefully  studied  the  fundamental  elements  caus- 
ing the  present  stagnation  of  building  operations,  we  have  concluded 
to  submit  the  following  recommendations  r 

1.  We  advise  the  revision  of  the  tax  laws  on  real  estate  property,  so  that 
mortgages  of  all  kinds  can  compete  with  nontaxable  bonds  and  preferred 
stocks,  thereby  causing  more  private  capital  to  be  available  for  building  invest- 
ments, as  well  as  furnishing  more  encouragement  to  banking  institutions  in 
lending  money  on  construction  loans  as  against  other  investments. 

2.  We  also  advise  the  revision  of  the  excess-profit  tax  laws,  thereby  stimulat- 
ing production  to  a  degree  that  the  automatic  operation  of  the  law  of  supply 
and  demand  would  moderate  and  stabilize  prices. 

That  is  signed  *by  Charles  Herberich,  Ira  E.  Myers,  and  C.  R. 
Musser,  bankers  of  Akron.  The  same  letter  I  also  have  here  from 
three  of  the  architects  covering  the  same  recommendations  just  read 
to  you,  together  with  a  further  recommendation  which  I  might  take 
the  time  to  read  to  you. 

We  advise  the  education  and  training  put  to  use  in  more  practical  planning, 
simplified  design,  and  durable,  economical  construction,  making  possible  more 
desirable  domestic  environment,  better  investments,  and  more  economical 
upkeep,  lessening  the  burdens  of  home  owners. 

That  is  signed  by  three  of  the  architects. 

The  CHAiR3f  AN.  In  connection  with  that  recommendation  I  might 
inform  you  and  the  ladies  and  gentlemen  present  that  we  have  in- 
vited a  number  of  the  leading  architects  and  construction  engineers 
of  the  country  to  meet  together  to  formulate  recommendations  to 
the  building  fraternity  of  the  country,  modifying  present  building 
regulations,  in  the  end  that  construction  may  be  Tiad  at  a  less  cost. 
Any  further  recommendations? 

Mr.  GoTT.  They  were  the  principal  ones.  Of  course  we  cover  in 
the  report  the  suoject  of  vocational  training,  increasing  the  appren- 
tice system  through  the  vocational  schools;  the  subject  of  employ- 
ment, and  other  subjects  arising  in  regard  to  this  question. 

The  Chairman,  i  ou  are  very  kind  to  come  to  tne  meeting,  and  I 
appreciate  very  much  your  attention.    Now,  Mr.  Griggs,  you  are  next. 

STATEMENT  OF  ME.  HEEMAN  M.  OBIOOS,  MANAOEB,  COAL  AND 
OBE  EXCHANGE,  AGENT  OF  THE  INTEBSTATE  COMMERCE  COM- 
MISSION UNDER  SERVICE  ORDERS  5  AND  10. 

Mr,  MiLLEK.  We  have  heard  you  spoken  of  in  the  East,  Mr.  Griggs, 
as  the  man  in  whom  everyone  has  confidence. 
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Mr.  Griggs.  That  is  very  nice  of  them. 

Mr.  Miller.  The  car  service  orders  are  now  all  suspended? 

Mr.  Griggs.  The  Service  Order  No.  10  is  suspended.  Service  Or- 
ders 5  and  10  related  to  the  Lake  business  and  6  is  still  in  effect,  but 
5  only  requires  a  pooling  of  coal  to  the  Lakes — that  is,  it  provides 
that  all  coal  shipped  to  the  Lakes  for  transshipment  shall  be  consigned 
to  pools. 

Mr.  Miller.  No.  6  is  the  only  order  in  effect. 

Mr.  Griggs.  As  far  as  the  Lake  coal  business  is  concerned.  There 
are  a  number  of  other  orders  with  which  I  am  not  altogether  fa- 
miliar— Order  9;  original  Order  9. 

Mr.  Miller.  Originally  7,  and  then  9. 

Mr.  Griggs.  Well,  the  priority  order  for  public  utilities,  that  is 
not  in  effect. 

Mr.  Miller.  How  are  the  public  utilities  being  supplied  here  now? 
Are  they  safe? 

Mr.  (xRioos.  Yes;  I  think  they  are.  Since  Service  Order  10  was 
suspended,  which  was  at  the  close  of  business  on  October  27,  the 
loading  oi  coal  to  the  Lakes  has  decreased  more  than  half.  The 
average  for  the  last  three  days  of  last  week  was  1,813  cars,  whereas 
prior  to  October  27  we  were  running  a  little  over  4,000  cars  per  dav. 
and  that  difference,  I  think,  is  practically  all  going  to  domestic 
consumers  and  to  the  utilities. 

Mr.  Miller.  How  many  days'  supply  have  the  public  utilities  here 
on  hand  now  ? 

Mr.  Griggs.  I  don't  know.  That  is  a  matter  I  haven't  kept  in 
touch  with,  because  my  job  now  has  been  handliltig  the  Lake  coal. 

Mr.  Miller.  Do  you  know  what  the  public  utilities  are  paying 
here? 

Mr.  Griggs.  I  do  not. 

Mr.  Miller.  Do  you  know  whether  they  have  had  their  contracts 
fulfilled  or  broken? 

Mr.  Griggs.  Such  contracts  as  the  illuminating  company,  which 
is  the  largest  utility  consumer  in  Cleveland,  is  concerned,  tneir  con- 
tracts were  from  tne  output  of  certain  mines,  and  those  contracts 
were  carried  out.  Outside  of  that,  I  think  they  had  to  buy  in  the 
open  market. 

Mr.  Miller.  How  high  did  the  price  go  in  thei  open  market? 

Mr.  Griggs.  Generally  speaking,  or  to  the  illuminating  company  i 

Mr.  Miller.  Well,  to  the  illuminating  company. 

Mr.  Griggs.  Well,  the  public  utilities  I  don't  think  paid  as  high 
prices  for  coal  as  some  of  the  industries.  The  Service  Order  9,  I 
think,  was  the  first  order  given  for  the  benefit  of  the  public  utilities 
providing  them  with  a  supply  of  coal,  on  which  they  were  not  re- 
quired to  pay  so  much  for  in  the  open  market,  in  my  opinion.  But 
generally  speaking,  the  price  of  some  coal  sold  in  this  market  ran  as 
hich  as  nine,  nine  and  a  naif,  and  ten  dollars  a  ton. 

Mr.  Miller.  At  the  maximum  ? 

Mr.  Griggs.  I  should  hope  it  was  the  maximum  in  this  territory. 
The  territory  I  speak  of  is  m  the  coal-producing  territory  that  serves 
tidewater.  In  tidewater  territory,  of  course,  the  price  has  been 
higher  than  that. 

Mr.  Miller.  The  Boston  Elevated  bought  60  tons,  on  the  26th  of 
October  for  $12.85  at  the  mines.    The  people  in  New  York  are  pro- 
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testing  cancellation  of  this  Order  No.  9,  saying  they  have  only  15 
days'  supply  for  public  utilities  in  New  York  all  told,  and  they 
need  at  least  45  days'  supply  as  a  reserve  to  draw  on  in  the  winter 
months.    Is  there  any  such  condition  as  that  here  in  Cleveland? 

Mr.  Griogs.  No  ;  I  don't  think  we  have. 

Mr.  Miller.  Was  Car  Service  Order  10  a  successful  order? 

Mr.  Griggs.  Yes;  I  think  it  was.  It  didn't  function  a  fuU  hundred 
per  cent,  but  I  think  it  came  as  near  the  basis  of  4,000  cars  per  day 
as  conditions  would  permit. 

Mr.  Miller.  Mr. writes  this :  That  they  are  still  25  per  cent 

short  up  there. 

Mr.  Griggs.  I  don't  think  they  are  that  much  short. 

Mr.  Miller.  They  expected  to  get  4,000  cars  a  day  on  that  thing. 
How  near  did  they  average  during  the  days 

Mr.  Griggs.  In  the  last  three  weeks  of  the  order,  after  there  was 
more  ginger  put  into  it,  we  averaged  about  4,300  cars  a  day  for  18 
days. 

Mr.  Miller.  Why  didn't  it  work  in  the  first  place? 

Mr.  Griggs.  Well,  it  was  a  new  thing,  and  the  putting  out  of  tiie 
regulations,  and  the  handling  of  it  by  the  railroads,  and  the  attempts 
of  the  coal  operators,  perhaps,  to  get  exemption  from  being  required 
to  ship  to  the  Lake — ^they  didn't  get  it  into  operation  as  quickly  as 
they  had  been  accustomed  to  doing  in  the  past. 

Mr.  Miller.  Has  there  been  any  coal  held  hereabouts  for  specula- 
tive purposes? 

Mr.  Griggs.  In  the  I^ikes?      No,  sir. 

Mr.  Miller.  Not  hereabouts? 

Mr.  Griggs.  I  am  speaking  of  what  I  have  knowledge  of,  and  that 
is  the  Lake  coal,  consigned  to  the  Lake  ports  for  transshipment ;  but 
I  haven't  any  knowledge  of  any  particular  coal  being  held  on  tracks 
for  speculation.    I  doirt  believe  there  was  any  to  speak  of. 

Mr.  Miller.  Mr.  Willard  testified  that  a  man  could  buy  a  car  of 
coal,  move  it  to  a  port,  and  keep  it  there  as  long  as  he  wanted  to 
as  long  as  he  paid  tne  public  charge  of  $2  a  day,  with  five  days  free 
of  demurrage  charges. 

Mr.  Griggs.  He  couldn't  do  that  about  the  Lake,  because  they 
wouldn't  let  him.  I  would  make  somebody  move  that  coal  before  it 
set  fi\  e  days.  We  don't  permit  anybody  to  hold  coal  that  way  in  the 
Lake  front. 

Mr.  Miller.  Do  you  remember  the  latter  part  of  July  there  was 
an  order  issued  by  the  Interstate  Commerce  Commission  permitting 
railroads  to  penalize  the  shipper  for  holding  coal  cars? 

Mr.  Griggs.  Yes,  sir. 

Mr.  Miller  And  then  there  was  an  agitation  against  it.  and  the 
order,  e"ven  though  it  was  permissible  aiul  not  mVudatorv.  was  re- 
pealed.    Do  you  know  why  that  was  repealed? 

Mr.  Griggs.  You  mean  (m  the  demurrage  charges? 

Mr.  Miller.  Yes. 

Mr.  Griggs.  Well,  there  was  so  much  pressure  put  on  the  com- 
mission against  those  excessive  charges,  as  the  shippers  looked  at  it. 
that  thev  withdrew  the  order  on  midnight  of  the  dav  it  was  to  take 
effect. 

Mr.  Miller.  The  shippers  were  making  lots  of  profit;  why  should 
they  object? 
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Mr.  Griggs.  They  don't  always  think  they  are  making  a  profit. 
They  will  object  to  a  good  many  things — the  shippers. 

Mr.  Miller.  The  Interstate  Commerce  Commission  made  a  very 
heavy  penalty  of  $10  a  day  for  holding  cars  for  the  use  of  Imnber, 
when  there  was  no  emergency,  and  that  is  still  on.  It  is  a  strange 
thing  that  that  other  order  was  put  on  and  then  repealed  at  a  time 
of  unprecedented  coal  prices. 

Mr.  Griggs.  Well,  I  think  it  was  the  industries  or  the  people  that 
brought  the  pressure  to  bear  on  the  commission. 

Mr.  Miller.  It  was  the  user? 

Mr.  Griggs.  The  user,  the  consumer.  I  don't  think  the  coal  oper- 
ators would  have  any  particular,  interest  in  that.  The  only  benefit 
it  would  give  him  by  such  penalties  would  result  in  an  increase  in  the 
car  supply,  of  greater  efficiency  which  prompt  release  of  cars  would 
create  in  the  car  supply. 

Mr.  Miller.  Do  you  think  these  priority  orders  have  given  the  coal 
operators  the  opportunity  of  profiteering,  which  would  not  have  oc- 
curred had  the  priority  orders  not  been  issued  ? 

Mr.  Griggs.  Why,  1  don't  think  so,  unless  you  say  the  more  coal 
produced  the  more  opportunity  they  had.  Other  than  that  I  don't 
think  there  was  any  special  opportunity  in  priority  orders  to  permit 
profiteering  in  coal. 

Mr.  Miller.  It  has  been  currently  reported  in  the  newspapers  that 

Eermits  and  other  licenses  under  the  priority  orders  have  been 
ought  and  sold. 

Mr.  Griggs.  That  may  be  true  in  the  tidewater,  but  not  in  respect 
to  lake  coal  at  all. 

Mr.  Miller.  A  witness  testified  a  few  minutes  ago — perhaps  this 
is  out  of  your  line — that  formerly  domestic  coal  cost  $8  a  ton,  and 
now  it  is  costing  $19.     Can  you  account  for  the  difference? 

Mr.  Griggs.  Xo,  sir;  I  can  not.  I  just  had  a  conversation  with  a 
man  who  told  me  he  paid  $19  for  his  household  coal,  and  I  couldn't 
figure  it  out ;  neither  could  he. 

Mr.  Miller.  Have  you  any  plans  to  prevent  a  recurrence  of  this 
monopoly  of  cars  by  the  coal  industry  for  another  year,  and  the 
crowding  out  of  general  commerce  ? 

Mr.  Griggs.  No;  I  haven't.  The  only  idea  about  this  regulation, 
if  you  want  to  call  it  that,  that  I  have  is  the  preparation  of  statis- 
tics covering  the  coal  business — the  production  of  mining  districts 
and  the  distribution  to  the  various  consuming  districts.  In  other 
words,  if  you  want  to  find  out  anything  about  anv  fluctuation  of  the 
coal  business,  and  the  usual  source  of  coal  supply  of  a  community, 
there  are  no  statistics  at  the  present  time  that  are  sufficient  to  give 
you  the  information  you  desire.  I  think  if  jou  are  going  to  know 
what  the  coal  business  is,  and  if  you  are  going  to  attempt  to  form 
any  corrective  measures  in  respect  to  that,  the  statistics  should  be 
prepared  regularly  and  be  available  to  all  interested  bodies  and 
people  to  know  just  where  this  coal  comes  from,  and  where  it  moves 
to,  and  the  purpose  for  which  it  is  used — ^by-products,  or  gas,  or 
steam,  or  domestic. 

I  believe  that  the  railroads  should  keep  prepared  such  statistics. 
Now,  the  railroads  do,  in  a  minor  way,  keep  statistcs  of  the  coal 
traffic,  but  my  experience  prior  to  becoming  identified  with  the  coal 
exchange  has  been  on  the  railroads,  and  it  has  been  one  of  my  theories 
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that  you  can't  tell  much  about  the  business  unless  you  have  definite 
and  exact  information  about  it.  The  fluctuation  in  the  sources  of 
supply  will  give  a  good  guide  to  the  changes  in  price  of  coal  at 
times,  and  it  will  give  you  a  good  index  into  whether  those  districts 
which  ordinarily  supply  certain  large  consuming  districts,  and  par- 
ticularly when  the  consumption  fluctuates,  in  those  districts — whether 
that  supply  is  going  to  continue  from  that  district  or  not. 

Mr.  Miller.  In  August  of  this  year  Mr.  Willard  said  he  thought 
it  would  be  to  the  advantage  of  the  railroads  to  get  busy  and  arrange 
for  coal  movements  as  early  as  January,  rather  than  let  the  thing 
come  as  an  emergency  measure  in  June,  and  we  are  now  getting  along 
to  December,  and  realizing  the  consequences  of  tying  up  general 
industry  by  these  priority  orders  during  the  past  year.  A  great  many 
people  hope  some  action  is  already  being  taken  by  the  railroads  to 
gather  such  statistics  and  plan  such  movements  this  year  for  next 
year. 

Mr.  Griggs.  Well,  I  think  they  are  absolutely  essential  alone  the 
requirements  of  the  coal  industry,  for  the  coal  consumers  ot  this 
countrv  to  have  such  statistics.  It  makes  a  difference  as  to  how 
much  transportation  is  required,  whether  you  have  to  haul  that  coal 
100  miles  from  the  point  of  production  to  the  point  of  consumption, 
or  whether  you  have  to  haul  that  300  miles.  In  one  case  your  trans- 
portation might  be  fully  ample  to  take  care  of  it,  and  yet  if  jou  had 
to  haul  these  greater  distances  with  that  same  transportation,  you 
couldn't  do  it. 

ilr.  Miller.  I  will  ask  you  one  more  question,  and  that  is  how 
about  the  supply  of  anthracite  ? 

Mr.  Griggs.  Well,  I  don't  know  very  much  about  anthracite.  We 
deal  entirely  in  bituminous  in  this  exchange,  but  I  understand  the 
anthracite  movement  to  the  head  of  the  Lakes,  from  a  statement 
made  to  me  last  night  by  an  anthracite  representative,  is  that  it  is 
about  the  same  as  it  was  last  year. 

Mr.  Miller.  Yes.    It  is  better  than  bituminous? 

Mr.  Griggs.  Yes. 

Mr.  Miller.  But  how  about  this  locality  here  ? 

Mr.  Griggs.  I  don't  know  about  the  details  of  that,  Mr.  Miller. 

Mr.  Miller.  Is  there  anything  further  that  you  would  like  to 
say? 

Mr.  Griggs.  I  might  say  to  you,  on  this  Lake  schedule  under  Serv- 
ice Order  No.  10,  that  the  movement  of  coal  by  Lakes  will  be  to- 
morrow morning  about  an  even  20,000,000  tons.  It  might  be  a 
hundred  tons  more  or  a  hundred  tons  less,  but  with  the  loading  we 
are  doing,  you  can  call  it  an  even  20,000,000  tons. 

Mr.  Miller.  What  rate  is  it  going  up  there  on  the  railroads?  I 
mean  around  the  other  way. 

Mr.  Griggs.  Oh,  you  mean  by  rail  ? 

Mr.  Miller.  Yes ;  how  many  tons  a  day  ? 

Mr.  Griggs.  I  don't  have  any  statistics  on  that. 

Mr.  Miller.  Have  you  any  idea  ? 

Mr.  Griggs.  No;  I  haven't.  There  always  is  a  movement  at  this 
season  of  the  year  from  the  Illinois  mines  to  the  Northwest,  but  the 
statistical  bureau  for  that  traffic  was  discontinued  during  the  war, 
and  there  are  no  statistics  that  will  show  just  how  much  the  aggre- 
gate movement  is. 
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May  I  make  an  additional  statement  about  these  prices?  I  don't 
want  to  be  understood,  in  ^ving  the  prices  of  coal,  which  I  under- 
stood was  the  maximum  prices  at  the  mines,  which  was  on  the  basis 
of  carload  shipments,  to  mean  that  that  was  the  general  run  of 
prices  of  bituminous  coal  in  this  territory.  A  large  number  of  op- 
erators sold  their  coal  at  considerably  less — less  than  half  that 
amount. 

Mr.  Miller.  The  question  was,  What  was  the  maximum? 

Mr.  Grigos.  Yes. 

Mr.  Miller.  What  is  it  to-day? 

Mr.  Gtriggs.  I  should  say  five  to  five  and  a  half,  maximum.  There 
are  some  people,  I  believe,  asking  six,  but  I  should  say  five  to  five  and 
a  half ;  and  I  believe  five  dollars  is  the  maximum  price. 

The  Chairman.  Mr.  Blair,  you  proceed. 

STATEMENT  OF  ME.  WILLIAM  P.  BLAIE,  VICE  PBESIDENT,  NA- 
TIONAL  PAVINO-BBICK  MANTIFACTUEEES'  ASSOCIATION. 

Mr.  BijiiR.  I  have  a  statement  here  in  writing  which  I  will  read : 

The  undersigned  respectfully  submits  for  your  consideration  the  following 
statement,  having,  as  he  believes,  a  most  fundamental  relationship  to  the  prob- 
lem before  you. 

As  to  how  construction  of  highways  is  hindered  and  obstructed  is  readily 
answered,  and  the  answer  itself  discloses  very  largely  the  relationship  which 
highways  bear  to  all  other  construction  activities. 

Building  material  must  be  moved  and  distributed  if  you  would  build  homes, 
Just  the  same  as  wheat  must  be  moved  if  you  would  feed  the  people. 

Shortage  in  steam-railway  transportation,  affording  only  intermittent  delivery 
at  best,  of  brick,  stone,  sand,  cement,  and  gravel,  destroys  labor  organization, 
both  at  the  production  end  and  at  the  point  of  road  improvement.  Irregularity 
of  coal  at  the  production  i)oint  of  road  material  increases  expense,  destroys  all 
elements  of  economy  which  are  attained  by  system,  compliance  with  contractual 
engagements,  and  harmonious  effect  produced  by  one  party's  dependence  upon 
another.  Resultant  uncertain  conditions  make  not  only  for  unreasonable  prices 
but  are  almost  a  complete  discouraging  influence  against  any  undertaking  which 
involves  such  hazards  and  annoyance. 

Improved  roads  as  a  transportation  facility  for  the  improvement  of  other  roads 
or  for  any  kind  of  construction  are  in  truth  and  in  fact  but  a  negligible  factor 
for  assistance,  because  th'ey  do  not  function  as  a  transportation  agency.  We 
have  scarcely  a  single  road  in  this  country  that  is  a  complement  to  the  truck 
for  transportation  purposes. 

Road  service  can  now  only  be  measured  in  minutes,  sftircely  by  hours.  We 
have  no  road  for  a  day  and  weekly  going.  Our  roads  scarcely  sorve  a  restrlcteit 
neighborhood.  They  do  not  reach  from  one  cycle  of  exchange  to  lliat  of  another. 
Not  a  single  center  of  population  in  the  country  is  provided  with  rural  .service 
over  a  dependable  highway  exceeding  25  miles — no  intercounty.  much  less  a 
State  or  Interstate,  road  that  can  be  used  as  a  convenience  for  any  trnnsi)orta- 
tion  of  any  exchange. 

What  road  Improvement  has  been  so  far  accomplished  is  in  stretches  and 
patches.  These  stretches  and  patches  are  so  intensively  used  as  to  make  per- 
fectly apparent  the  economic  value  of  a  real  road.  Figures  and  data  are  of  but 
little  use,  although  I  have  two  statements  in  connection  with  that  that  I  can 
file  with  this  statement.  The  tragedy  involved  in  the  attempt  to  use  a  wreck 
of  a  road  should  arouse  attention  to  the  economic  waste  It  causes  and  compel 
action.  There  has  been  no  vision,  no  plan,  no  grasp  for  the  nation-wide  high- 
way service.  For  all  practical  purposes  it  is  as  undeveloped  as  a  pathway  to 
the  Pacific  before  Fremont  started  out  with  his  woolly  horse.  With  war  upon 
us,  an  exploring  expedition  had  to  be  fitted  out  to  discover  a  route  from  Detroit 
to  the  Atlantic. 

Pending  an  Increase  of  actual  population  of  20,000,000,  an  Increase  in  tonnage 
movement,  due  to  increase  In  domestic  conveniences,  comforts,  and  luxuries  t»qual 
to  another  20,000,000  of  transportation  ilemand,  we  have  not  adder!  an  inch  to 
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transportation  facilities.  So  we  nre  confrontetl,  as  it  were,  with  a  Nation  of 
40,000,000  of  people  without  a  single  provision  for  their  transportation  needs. 
We  are  merely  sharing  with  them  what  we  had  15  years  ago.  With  30  per  cent 
of  our  coal  consumption  within  50  miles  of  the  coal  supply  of  this  country, 
scarcely  a  ton  Is  delivered  by  all-inclusive  highway.  The  highway  is  not  a  local 
neighborhood  convenience.  It  is  a  nation-wide  necessity,  and  therefore  should 
be  of  national  concern — to  give  use  as  the  shortest  route  and  most  immediate 
relief,  a  sjstem  of  national  highways. 

There  is  one  exhibit  that  I  wish  to  show  the  committee.  It  is  the 
official  road  map  of  the  State  of  Ohio,  which  illustrates  a  conditioil 
many  per  cent  better  than  any  other  State  in  the  Union.  Now,  that 
map  represents  fairly  improved  highways,  but  you  can  readily  see 
there  that  it  represents  the  patches  in  between,  so  that  there  isn't  any 
single  road  of  any  consequence  functioning  fully  in  this  State  at  all ; 
nor  is  there  in  the  United  States.    You  can  go  a  short  distance  and 

^ou  stop  in  a  mudhole;  and  you  can't  go  from  one  State  to  another 
etween  any  city  in  this  Union  where  a  road  functions  interstate. 
I  will  not  take  the  time  of  the  committee,  but  I  will  file  with  the 
committee  just  what  one  short  stretch  is  doing  in  Ohio— as  I  recall, 
in  two  days'  time  something  like  5,000  tons,  9,000  passenger  cars,  and 
a  number  of  other  cars,  aggregating  an  immense  tonnage,  hauled 
over  one  single  short  highway  in  this  country.  That  is  just  an 
example  of  wnat  a  road  might  do  if  we  had  an  extension.  There  is 
statistical  information  with  reference  to  the  Cleveland- Akron  road, 
showing  the  passage  over  that  road,  between  the  hours  of  4  and  5 
p.  m.,  Sunday,  May  20,  of  655  vehicles  of  all  kinds,  and  in  72  hours 
9,804  vehicles  of  all  classes.  I  will  file  this  booklet  with  the  com- 
mittee. 

The  Chairman.  Mr.  Skeel  is  next.  • 

STATEMENT  OF  MB.  ALBEBT  E.  SKEEL,  ABCHITECT,  CLEVELAND, 

OHIO. 

Mr.  Skeel.  With  your  permission,  I  will  read  this  statement  which 
I  have  in  writing.    [Reaaing :] 

Keceiving  an  invitation  to  present  to  your  honorable  body  Information  in 
written  form  tliiit,  as  an  architect,  1  ftiay  be  able  to  supply  on  industrial  and 
housing  construction  in  the  city  of  Cleveland,  on  the  occasion  of  the  meeting 
of  your  coinniitttH*  here  November  8,  1920,  I  have  the  honor  to  submit  the 
following : 

While  there  is  a  very  large  amount  of  industrial,  commercial,  and  other 
buildings  awaiting  favorable  opportunity  for  erection  here  in  Cleveland,  this 
class  of  construction  has  kept  reasonable  pace  with  the  requirements  of  this 
city,  and  in  my  judgment  the  city  is  not  suffering  serious  congestion  along 
these  lines.  On  the  other  hand,  the  small  and  medium  size  house  of  from 
four  to  six  rooms,  for  the  accommodation  of  the  laboring,  mechanical,  and 
clerical  part  of  our  population,  is  absolutely  inadequate  for  the  needs  of  the 
present  and  future  growth  of  tills  community. 

Cleveland  is  especially  fortunate  in  that  its  topography  is  very  favorable  to 
an  almost  unlimited  development  of  land  suitable  for  homes.  This  condition 
has  led  to  the  development  in  the  past  of  this  city  along  the  lines  of  great 
liberality  in  the  amount  of  land  that  could  be  occupied  by  one  family.  This 
naturally  led  to  the  erection  of  houses  of  8  rooms,  and  often  10  rooms,  for  each 
family,  which  is  a  much  larger  house  than  could  be  erected  in  communities 
where  land  available  was  much  more  limited.  The  low  cost  of  building  In  the 
past  also  added  to  this  liberality  of  space  provided  in  homes  for  each  family. 
For  this  reason  we  find  a  great  many  homesteads  in  Cleveland.  While  we  are 
pleased  with  the  number  of  separate  homes  that  we  have,  we  are  painfully 
aware  of  the  wasteful,  shoddy  construction,  and  the  archaic,  inconvenient,  and 
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purposeless  planuiii^,   and  the  disagreeable  exterior  appearance  of  many   oi 
these  homes. 

Starting  back  about  the  year  1896.  the  apartment  buildings,  terraces,  quad- 
ruple and  duplex  houses  began  to  multiply,  as  the  population  increased  so  rap- 
Idly  that  it  seemed  Impossible  to  house  the  people  in  the  old,  liberal  (and  i>er- 
haps  from  the  present  point  of  view*)  wasteful  manner.  From  that  period  up 
to  the  present  time  there  has  been  a  gradual  but  continuous  contraction  In 
the  amount  of  land  and  space  in  homes  provided  for  each  family.  This  de- 
velopment has  proceeded  in  the  past  largely  under  the  direction  of  the  real 
estate  dealer  and  the  speculative  builder.  The  present  conditions  of  the 
housing  problems  show  that  we  have  been  leaning  on  a  broken  reed  for  the 
performance-  of  this  important  function  for  the  community,  because  with  the 
rising  prices  of  labor  and  materials  came  the  need  for  economical  and  scientific 
planning  in  the  use  of  land  and  homes.  This  the  agencies  above  mentioned 
seemed  unable  to  supply.  The  inefficient  handling  of  this  important  problem, 
together  with  other  contributing  causes,  has  brought  about  an  almost  com- 
plete cessation  of  the  building  of  the  low-priced  homes,  and,  as  only  about 
2.5  per  cent  of  the  number  of  homes  are  being  built  to  take  care  of  the  normal 
growth  of  the  city,  the  condition  is  becoming  Increasingly  serious. 

The  architects  began  to  feel  the  effect  of  these  conditions  In  their  work  some 
10  years  or  more  ago,  even  ifi  the  higher-priced  operations,  with  the  result 
that  much  study  was  made  along  the  line  of  furnishing  fewer  and  larg^* 
rooms,  with  a  corresponding  study  of  the  economy  of  land  and  materials  used 
and  a  general  contraction  of  the  space  occupied  by  even  the  moderately  well- 
to-do  family.  During  this  later  period  there  has  been  a  real  developmait  of 
the  community  desire  for  more  beautiful  and  better-planned  homes.  This  has 
brought  forward  a  number  of  splendid  suburban  developments  for  homes, 
which,  with  the  assistance  of  capable  architects,  have  provided  many  residen- 
tial sections  in  this  city,  of  which  we  are  proud.  This  type  of  home  development 
has  fully  kept  pace  with  the  growth  of  the  city.  It  is  unfortunate,  however, 
that  many  of  these  types  of  homes  are  standing  empty  to-day  awaiting  sale. 

What  Cleveland  needs  to-day  are  thousands  of  accommodations  and  homes 
for  families  of  four,  five,  and  six  rooms,  and  these  homes  must  be  built  so  that 
the  sale  and  rental  basis  of  same  can  be  fixed  complete  with  land  at  $4,000, 
$5,000,  and  $6,000.  These  homes  could  then  be  rented  at  approximately  $33, 
$42,  and  $50  per  month,  respectively.  This,  under  present  conditions,  se^ns 
almost  impossible;  but  we  are  on  the  returning  crest  of  the  price  wave,  and 
the  problem,  though  difficult,  I  believe  can  be  solved.  Under  conditions  that 
existed  during  war  time,  I  believe  governmental  help  and  cooperation  In  the 
housing  problems  at  that  time  was  absolutely  essential,  but  under  peace  and 
reconstruction  conditions  I  believe  this  aid  would  come  too  jslowly  for  any 
Immediate  relief.  Legislation  should  be  passed,  however,  and  by  studying 
English,  Canadian,  Australian,  and  French  housing  legislation  much  help  could 
be  secured.  This  would  work  for  the  future  and  would  help  prevent  a  recur- 
rence of  the  present  conditions  that  we  face. 

Cleveland,  I  believe,  should  face  and  Is  able  to  solve  its  own  immediate  hous- 
ing problem  by  earnest  community  action.  I  mean  that  the  various  elements 
entering  into  the  couiplete  construction  of  homes  should  scale  down  the  often 
excessive  profits  which  are  collected  all  along  the  line,  somewhat  as  follows : 

The  money  loaning  interests  often  charge  7  per  cent  and  8  per  cent  on  loans, 
and  then  add  a  bonus  of  from  5  per  cent  to  8  per  cent  for  making  these  loans. 

The  real  estate  operators  buy  in  the  suburbs  at  farnr-acreage  prices,  and  put 
in  little  or  no  improvements,  and  then  ask  the  same  prices  at  which  land  can 
be  bought  for  In  the  more  settled  parts  of  the  city. 

The  material  dealers  in  plumbing,  heating,  electrical,  painting,  and  glass 
supplies  have  Increased  prices  from  200  to  400  per  cent  over  1913  prices. 

The  lumber  dealers,  whose  price  lists  show  Increases  of  their  various  com- 
modities, such  as  shingles,  lath,  flooring,  etc.,  show  this  spring  Increases  rang- 
ing between  400  and  500  per  cent  over  1913  prices. 

Dealers  in  common  brick,  whose  prewar  prices  would  average  $7  per  thou- 
sand, Increased  prices  to  the  limit  of  $28  per  thousand,  the  early  part  of  this 
year.  There  are  numerous  other  dealers  in  materials  necessary  In  building 
operations  that  I  have  not  mentioned,  whose  prices  are  equally  extravagant 

Contractors  submit  to  the  architect's  offices  estimates  which  are  of  an  aston- 
ishing character.  For  instance,  an  estimate  of  $22,000  was  submitted  for  the 
carpentry  work  only  of  a  brick  residence,  on  which  bids  for  complete  house 
totaled  $30,000.    Then  a  price  approximating  $1  per  square  yard  Is  asked  for 
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two  coats  of  paint  for  the  exterior  of  buildings.  Another  Instance  is  where  the 
original  composition  roof  was  put  on  10  years  ago  at  a  price  of  between  $90 
and  $100,  a  i*ecent  price  was  submitted  to  repair  and  put  this  roof  in  good  shape 
of  between  $450  and  $500.  Another,  little  better  repair  for  the  sftme  roof  was 
priced  at  between  $550  and  $600. 

The  architect  himself  can  also  help  by  careful  and  conscientious  study  of  the 
economy  of  stock  and  marketable  materials  In  preparing  his  plans  and  redtice 
has  charges  on  the  larger  housing  projects,  where  nmch  duplication  can  allow 
same.  The  labor  conditions  that  now  exist  In  which  restriction  of  the  number 
of  men  available  and  restriction  in  production  of  the  Individual  are  serious. 

NOi  so  many  years  ago  a  contractor  could  confidently  figure  that  1,000  to 
2,000  common  brick  per  day  could  be  laid  Into  a  wall  by  a  mechafllc.  He  would 
I>e  bold  Indeed  if  he  should  figure,  under  the  present  conditions,  that  more  than 
500  or  600  common  brick  would  be  laid  in  the  wall  per  man  per  day.  In  other 
building  trades  the  mechanics  tolerate  equally  pernicious  conditions  to  exist, 
which  cast  a  suspicion  on  the  loyalty  of  their  services  to  the  great  public,  of 
which  they  constitute  so  large  a  proportion.  As  the  labor  Item  on  building 
oijerations  in  the  field  Is  somewhat  over  50  per  cent  of  the  total  cost  of  the 
work,  with  little  or  no  reduction  In  the  wage  schedule,  It  Is  evident  what  an 
enormous  contrll)ution  to  the  housing  problem  labor  can  make  If  production 
was  brouglit  up  to  normal.  Employers  have  an  Injurious  effect  by  cons.ructlng 
Indu.Htrlal  plants  with  no  thought  for  the  housing  of  their  employees.  One  re- 
cent example  in  Cleveland  Is  a  new  plant  building  which,  reports  say,  will  em- 
ploy 7.000  to  8,0(X)  people,  and  as  far  as  the  public  knows  no  provision  has 
been  made  in  their  program  for  the  housing  of  these  employees. 

At  present  there  is  a  decided  lull  In  the  starting  of  new  building  oi)eratlons, 
nnd  In  nty  judgment  there  Is  much  danger  in  the  immediate  future  to  the  nor- 
mal development  of  the  city.  I  believe  there  is  building  enough  projected  here, 
other  than  the  smaller  housing  unl  s,  to  employ  all  present  available  building 
oi»eratlves  for  from  two  years  to  three  years.  Then  lined  up  parallel  to  this 
program  is  the  fact  that  there  Is  enough  work  In  restoring  of  the  housing  sl:u- 
iitlon  to  a  normal  condition  to  employ  all  the  present  available  building  opera- 
tives In  this  city  for  from  18  months  to  2  years. 

Should  either  of  these  programs  be  carried  forward  to  the  exclusion  of  the 
<»ther.  our  normal  deevlopment  will  be  greatly  retarded.  Should  these  opera- 
'lons  be  carrie<l  on  simultaneously,  the  program  could  not  be  carried  out  with 
the  men  now  available,  and  the  recent  abnormal  conditions  In  building  would 
again  obtain.  .\  vigorous  increase  in  tlie  number  of  building  operatives  In  this 
-city  Is,  in  my  ju<lgment,  Imperative. 

This  Nation  and  this  city  proved  during  the  war  that  a  cooperative  commu- 
nity spirit  exists  among  us.  Cleveland  has  shown  since  the  war  In  the  com- 
munity chest  and  other  similar  activities  that  this  spirit  still  lives.  I  am  sure 
that  if  (Meveland  will  attack  Is  housing  problem  with  the  same  serous  commn- 
nl  y  action  that  it  has  displayed  on  numerous  other  occasions,  we  can  solve 
<mr  housing  problems  so  as  not  to  injure  the  social  and  Industrial  development 
of  this  city. 

A  communication  from  Edward  C.  McCay,  realtor,  of  Cleveland, 
Ohio,  was  subsequently  received  which,  by  direction  of  the  chairman, 
was  ordered  printed  in  the  record,  as  follows:) 

Cr,K\'ELAND,  yovember  6,  1920. 
Senator  Witj.iam  M.  (-aldkr. 

My  Dear  Sir  :  This  letter  is  prompted  solely  to  put  myself  on  recoi*d.  It  is 
my  impres.slon  that  all  vitally  interested  parties  have  sundry  reasons  leading 
up  to  the  cause  of  the  house  shortage,  and  also  have  various  ways  to  overcome 
it.  Each  have  to  a  more  or  less  extent  an  alibi  to  show  that  they  are  not 
involved. 

All  will  concede  that  there  are  enough  laws  on  the  statute  books  which,  It 
enforced,  would  frighten  the  building-supply  dealers  to  such  an  extent  that 
there  would  cesise  to  be  any  profiteering  in  this  line.  In  other  words,  they 
would  be  satisfied  with  a  reasonable  profit.  If  there  ever  was  a  class  that  has 
taken  advantage  of  the  law  of  supply  and  demand,  this  class  has.  The  labor 
lenders  In  this  cmmiunlty  probably  have  not  realized  fully  what  they  are 
doing  to  their  fellow  worklngmen  by  enforcing  restrictions  to  output  ou  the 
members  of  the  building  trades  profession.     If  the  laboring  men  who  are  not 
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of  this  profession,  and  their  wives,  were  properly  aroused,  they  could  bring  a 
reaction  on  the  workers  of  the  building  trades  profession,  so  at  leAst  they 
would  be  100  per  cent  efficient  rather  than  60  to  75  per  cent  efficient.  The 
natural  instinct  of  an  honest  worker  is  not  to  bring  any  hardship  on  his  fellow 
worker. 

At  the  present  time  the  building  trades  artisan  is  contributing  to  the  house 
shortage  by  making  the  labor  expense  of  construction  too  great.  If  ever  there 
was  a  class  of  labor  that  should  throw  their  heart  and  soul  into  their  work  to 
produce  houses  cheaply  and  quickly,  it  is  the  building  trades  profession,  If  for 
no  other  reason  than  to  allay  the  suffering  of  their  fellow  workmen  who  are 
experiencing  such  difficulties  in  getting  covers  over  their  heads  and  who  are 
also  gouged  by  the  profiteering  landlords  who  are  taking  advantage  of  the 
situation. 

Then  there  is  the  financial  group  that  complacently  looks  on,  and  who  have 
various  and  sundry  kinds  of  alibis.  The  banker  says  that  a  mortgage  is  not 
liquid  enough  asset  to  take,  and  that  it  can  not  be  discounted  at  the  Federal 
reserve  bank;  that  the  demands  on  them  for  commercial  purposes  Is  so  great 
that  they  can  not  take  care  of  It ;  that  this  money  is  practically  on  call ;  and, 
finally,  that  you  might  say  in  their  opinion  it  Is  not  advisable  to  build  at  this 
time,  due  to  the  high  cost  of  construction,  and  to  conclude  that  they  do  not 
think  that  any  building  should  be  started  until  such  a  time  as  wages  of  labor 
had  adjusted  itself  to  the  new  schedule  of  living,  and  until  the  price  of 
building  commodities  had  come  down  to  its  proper  level.  Even  then  they 
would  want  to  make  their  loans  on  probably  about  1917  valuations  rather  than 
the  present  high  cost  of  building. 

The  consequence  Is  that  the  loan  one  would  get  would  be  so  trifling  that  the 
borrower  would  be  compelled  to  borrow  additional  money  from  the  second 
mortgage  man,  who  charges  from  20  to  25  per  cent  bonus  for  their  money.  The 
second  mortgage  man  has  so  carefully  framed  his  process  of  loaning  that  he 
seems  unconscious  of  the  fact  that  he  is  practhdng  usury.  The  second  mortgage 
man  can  always  get  money  from  the  banks  much  easier  than  the  home  builder, 
because  he  borrows  it  for  short  time  periods,  while  naturally  the  home  builder 
wants  a  loan  for  a  long  time  period,  if  possible.  The  ordinary  banking  loan  on 
a  home  is  for  one  year.  This  frightens  people  who  would  like  to  own  their  own 
home,  because  they  are  always  fearful  that  the  loan  would  be  foreclosed  at  the 
end  of  the  year.  The  fear  of  foreclosure  prevents  many  peaple  from  buying 
homes. 

The  building  and  loan  companies  loan  more  than  the  banks  do,  so  that  those 
parties  desiring  to  buy  a  home,  who  are  In  position  to  put  up  the  difference 
between  what  a  building  and  loan  company  would  loan  and  the  cost  of  a  home, 
are  In  a  pretty  happy  shape,  afe'the  building  and  loan  allows  amortization  of  the 
loan  over  a  period  of  years,  although  the  tendency  of  the  building  and  loan 
companies  is  at  the  time  to  shorten  the  period  of  the  loan.  Even  the  building 
and  loan  companies  so  arrange  their  loans  that  they  too  usually  get  more  than 
8  per  cent  on  their  money.  It  is  very  seldom  that  the  borrower  fully  appre- 
ciates this.    Anything  over  8  per  cent  is  usury  in  Ohio. 

Everyone  concedes  to-day  that  proper  housing  makes  for  better  citizenship; 
that  ownership  of  home  is  a  good  Antidote  to  bolshevism.  Everyone  would  like 
to  see  the  condition  whereby  people  desiring  to  build  or  own  their  own  home 
could  secure  an  adequate  building  home  owning  loan,  as  they  realize  that  this 
would  contribute  quickly  to  overcome  the  house  shortage.  Down  deep  in  their 
hearts  everyone  concedes  that  the  cheai>est  money  on  the  market  should  be 
money  loaned  for  home  building.  But  the  financial  group  are  human  ;  the  chance 
to  profiteer  is  too  great,  due  to  the  unusual  demands  for  money  in  business  and 
for  financing  foreign  loans.  The  rate  of  interest  on  call  nioiiey  is  too  great. 
Due  to  the  Federal  reserve  banks  not  allowing  the  rediscount  of  mortgages, 
there  Is  a  hesitai.cy  of  loaning  one  penny  more  than  can  be  helped  in  mortgages. 
This  one  thing  (ontributes  largely  to  the  development  of  the  bonus  idea  on  the 
real  estate  loan;  it  has  contributed  to  (he  rise  in  the  interest  rate.  Of  course, 
the  bonus  and  the  high  interest  rate  have  been  exacted  with  eyes  rolled  heaven- 
ward. All  financial  institutions  realize  that  mortgages  are  the  best  assets  they 
loan  on,  but  not  as  good  liquid  assets  as  stocks  and  bonds  (most  of  which  escai>e 
local  taxes). 

No  provision  has  ever  been  made  to  finance  the  young  couple  starting  out  in 
life  with  only  little  money.  They  wcaiul  like  to  buy  a  home,  with  a  small 
down  payment  and  the  balance  on  the  small  monthly  payment  plan.    Some  agency 
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must  be  provldeO  to  get  t!ie  difference  between  what  the  banks  would  loan 
them  and  the  cost  of  the  house  less  their  small  payment.  This  is  usually  evi- 
dence<l  by  a  second  nioi*tgajre.  There  should  be  no  20  or  25  per  cent  bonus 
charges  for  this  second  mortgage  and  the  rate  of  interest  should  n(»t  be  over 
7  per  cent.  This  difference  sht»uld  really  be  provided  by  the  kwal  merchants 
and  manufacturers  and  public-spirited  citizens  who  are  anxious  to  have  their 
citizens  well  housed  and  who  do  not  want  their  city  to  stop  in  its  growth  by 
the  lack  of  housing  facilities. 

Home  owning  would  become  a  popular  national  pastime  if  you  eliminate 
the  fear  of  foreclosure.  Amend  the  Federal  bank  act  to  make  mortgages  re- 
discountable  or  pass  a  law  providing  for  a  Federal  urban  home-loaning  bank 
which  ctmld  cope  with  this  impossible  situation  existing  to-day.  The  Fe<leral 
Government  might  encourage  banks  to  pool  their  mortgages  in  some  nmnner 
and  sell  debentures  against  them.  This  would  make  mortgages  a  more  liquid 
asset ;  such  debenture  bonds  would  S(w»ri  be  popular.  Even  rich  men  might  get 
the  habit  of  buying  such  debentures  in  preference  to  bargains  in  foreign  bonds, 
notes,  and  other  forms  of  securities.  Even  the  common  people  might  get  the 
habit  of  buying  these  debentures  if  the  denominations  were  small  enough,  as 
they  more  fully  appreciate  the  horrible  housing  condition  than  the  rich  do. 
This  might  be  a  godsend  to  the  poor  people  if  they  were  directed  in  buying 
debentures  in  preference  to  **  wildcat  *'  stocks.  The  Gc»vernment  could  well 
afford  to  advertise  such  debentures  to  the  limit  and  discourage  investing  in 
"  wildcat "  securities. 

Please  accept  these  rambling  statements  from  one  who  wishes  you  well  in 
your  investigations,  and  who  does  not  handle  houses,  lots,  or  ajmrtments,  but 
who  smiles  with  you  as  he  reads  of  the  various  alibis  produced  before  your 
committee. 

In  conclusion  I  personally  feel  that  with  proper  supervision  to  see  that  there 
is  no  wastefulness  of  money  that  money  should  be  provided  to  the  limit  to 
overcome  the  house  shortage;  that  each  community  should  augment  the  money 
loaned  by  the  banks  with  enough  additional  m<mey  so  that  anyone  desirous  of 
building  a  home  can  get  all  the  money  required  to  do  so  on  a  long-time  amortiza- 
tion plan  of  payment,  so  that  the  monthly  payments  are  no  greater  than  the 
ordinary  rents  would  be.  Home  owning  would  then  become  a  popular  pastime, 
as  before  mentioned.  Government  pressure  against  any  local  conspiracy 
among  supply  dealers  will  prevent  any  artificial  prices  in  building  commodities. 
This  also  applies  to  any  national  conspiracy.  Citizens  without  homes  almost 
demand  this  protection  from  the  (iovemment. 
Yours,  verj'  truly, 

E.  C.  McKay. 

P,  S, — If  the  Schinn  amendment  to  the  Ohio  constitution  was  made  effective 
by  the  State  legislature,  it  would  cause  money  to  flow  more  freely  into  mort- 
gages, as  it  takes  direct  tax  off  mortgages.  The  borrower  always  pays  the  tax 
now  in  one  way  or  another. 

The  steady,  increasing  burden  of  taxes  on  visible  property,  such  as  real 
estate,  makes  capital  hesitate  about  seeking  investment  in  real  estate.  The 
result' is  that  the  landlord  is  passing  fast.  The  man  with  money  can  invest 
his  money  In  too  many  other  ways  to  escape  taxes.  Stocks  and  bonds  can  be 
too  easily  concealed  from  taxes.  It  has  been  stated  that  five  billions  of  such 
investments  are  escaping  taxes  in  Cuyahoga  County.  If  the  amendment  to  the 
constitution  of  Ohio  was  made  effective  by  the  Ohio  Legislature,  whereby  every- 
one paid  an  income  tax,  then  a  very  large  sum  would  be  raised  from  new 
quarters  which  would  enable  asse8.sing  authorities  to  reduce  taxes  on  real 
estate.  Ileal  estate  would  then  be  a  more  inviting  and  safer  form  of  in- 
vestment. 

Mr.  Calder.  The  committee  appreciates  the  kindness  of  Mr.  Goff 
and  Mr.  Stoddard,  who  have  helped  us  in  this  hearing,  and  wishes  to 
express  its  appreciation  to  the  gentlemen  who  testified  and  for  other 

kindnesses  shown. 

(Thereupon  the  committee  adjourned,  to  meet  at  the  call  of  the 

chairman.) 
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WEDNESDAY,  NOVEHBEB  10,    1920. 

United  States  Senate, 
Select  CoMaiiTTEE  on  Reconstruction  and  Production, 

Chicago^  III, 

The  committee  met,  pursuant  to  call,  at  10.30  o'clock  a.  m.,  in  the 
Auditorium  Hotel,  Senator  William  M.  Calder  presiding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Messrs. 
Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  com- 
mittee. 

The  Chairman.  Ladies  and  gentlemen,  this  meeting  is  called  to- 
day as  the  result  of  a  request  made  by  the  mayor  of  your  city,  your 
two  United  States  Senators^  your  chamber  of  commerce,  your  build- 
ing interests,  and  many  citizens  of  this  city  upon  this  special  com- 
mittee of  the  United  States  Senate  to  come  here  and  ascertain  through 
contact  touch  the  housing  conditions  in  the  city  of  Chicago. 

This  committee  was  authorized  to  make  this  inquiry  as  the  result 
of  a  resolution  passed  in  the  United  States  Senate  during  the  recent 
session.  We  have  visited  a  nuhiber  of  cities  in  the  East.  We  have 
visited  Cleveland  Monday  of  this  week.  We  are  making  a  survey 
now  of  the  Middle  West  to  ascertain  the  actual  conditions  in  the 
housing  situation  throughout  the  country,  and  at  the  conclusion  of 
our  inquiry  contemplate  reporting  to  the  Senate  just  what  we  believe 
the  conditions  are,  and  what  remedy,  if  any,  Congress  should 
authorize. 

The  introduction  of  the  witnesses  this  morning  will  be  in  charge 
of  the  gentleman  at  my  left.  I  would  ask  those  who  come  to  testify 
to  tell  their  story  as  quickly  as  they  can.  The  committee  is  anxious 
to  get  every  possible  bit  of  information  that  you  have  and  also  would 
like  very  much  to  have  you  suggest  to  us  wnat  remedy,  if  any,  Con- 
gress can  offer  to  help  revive  this,  perhaps  next  to  the  production  of 
foods,  the  most  important  industry  in  America. 

Mr.  Jamme.  The  first  witness  is  Mr.  Frank  I.  Bennett. 

STATEMENT  OF  MB.  FKANE  I.  BENNETT,  DIBECTOB,  ILLINOIS 

PTJBLC  WOBKS  AND  BUILDINGS. 

The  Chairman.  Mr.  Bennett,  you  are  director  of  public  works 
and  buildings  of  the  State  of  Illinois? 

Mr.  Bennett.  I  am. 

The  Chairman.  Just  what  are  the  duties  of  your  office? 

Mr.  Bennett.  The  duties  cover  the  activities  of  the  division  of 
purchases  and  supplies,  which  involve  the  purchase  of  supplies  of 
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all  kinds  for  the  State,  including  coal  and  building  material.  It  has 
to  do  and  has  charge  of  all  the  building  operations  done  by  the  State, 
building  of  buildings  for  hospitals  for  various  institutions.  In  fact, 
all  of  the  building  operations  of  the  State. 

In  addition  to  that  it  involves  and  has  control  of  the  building  of 
all  of  the  highways  of  the  State,  the  roads.  Another  division  is  that 
of  the  waterways,  having  under  it  the  dutjr  of  building  the  waterway 
connecting  the  Sanitary  District  Canal  with  the  Illinois  River,  and 
thence  to  the  Mississippi  River.  It  has  to  do  with  the  public  print- 
ing.    In  short,  it  is  the  construction  department  of  the  State. 

The  Chairman.  Have  you  given  any  attention  to  this  housing 
shortage  that  exists  here  in  Chicago  ? 

Mr.  Bennett.  I  have.  I  have  personally  been  engaged  in  the 
building  of  houses,  some  apartments,  for  the  last  35  years,  during 
which  time  I  have  built  some  hundreds  of  houses  in  Chicago. 

The  Chairman.  Have  you  built  any  recently? 

Mr.  Bennett.  The  last  building  was  1915  or  1916.  At  that  time 
we  ceased  to  build  houses. 

The  Chairman.  Can  you  advise  the  committee  what,  in  your  opin- 
ion, has  been  the  cause  of  the  housing  shortage  here,  and  why  there 
has  not  been  more  building  of  late  ? 

Mr.  Bennett.  In  a  general  way  I  can,  I  think.  .  First,  let  me  give 
in  a  brief  waj^  the  situation  in  respect  to  housing  in  our  urban  and 
rural  communities  in  the  State.  In  1910  thirty-eight  and  a  fraction 
per  cent  of  the  population  of  the  State  lived  in  rural  communities. 
By  "  rural  communities  "  I  mean  the  country  and  all  towns  and  vil- 
lages under  2,500  inhabitants.  In  the  urban  communities,  compris- 
ing all  towns  over  2,500  inhabitants,  sixty-one  and  a  fraction — if  I 
remember  these  figures  correctly,  arid  I  think  I  do— lived  in  our 
cities.  Since  that  time  there  has  been  a  constant  movement  to  the 
city.  I  have  not  before  me  the  data  which  I  could  make  a  positive 
statement  from  as  to  what  proportion  or  percentage  now  live  in  cities 
as  against  the  rural. 

The  conditions  in  the  rural  communities,  generally  speaking — 
there  may  be  exceptions  in  towns  where  there  has  been  some  unusual 
activity  in  some  new  enterprise,  or  something  of  that  sort — the  hous- 
ing is  fairly  well  supplied.  When  it  comes  to  the  urban  or  city  com- 
munities* there  has  been  an  increase  in  population,  and  since  begin- 
ning the  first  of  1917  there  has  been  a  starting  of  the  shortage  of 
houses  and  apartments. 

The  Chairman.  1917? 

Mr.  Bennett.  About  1917.  I  am  looking  at  it  now  from  my  ex- 
perience and  not  from  statistics.  T  see  Commissioner  Bostrum,  of  the 
building  department,  is  here,  and  he  will  undoubtedly  be  able  to  give 
vou  the  actual  statistics;  but  I  am  simply  going  to  give  my  general 
knowledge  of  the  situation. 

Up  to  1917  our  experience  was  that  we  did  not  have  an  unusual 
market  for  buildings,  but  since  then  the  demand  has  grown,  and 
the  supply,  of  course,  has  not  been  here  to  meet  the  demand.  In 
1917  there  were  about  a  million  dwellings  in  the  State  of  Illinois, 
housing  12,000,000  families.  In  the  rural  communities  the  fami- 
lies  

The  Chairman.  You  do  not  mean  12,000,000  families? 
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Mr.  Bennett.  1^00,000.  That  would  pretty  near  equal  the  United 
States.  I  think  that  is  about  17,000,000.  There  were  about  1,200,000 
families  in  a  million  dwellings. 

In  the  rui'al  districts  that  was  at  the  rate  of  about  5.6  per  cent  per 
dwelling.  In  the  city  of  Chicago  we  had  about  8.9  persons  per 
dwelling  in  1910,  but  these  figures  are  taken  from  the  census  of  the 
United  States,  which  counts  an  apartment  building  as  a  single 
dwelling;  so  that  while  we  had  on  the  records  of  the  census  about 
250,000  dwellings  in  Chicago,  or  only  one-fourth  of  that  of  the 
entire  State,  we  had,  in  faci,  in  all  probability  nearer  400,000  of 
actual  apartments  and  dwellings.  But,  as  I  said,  up  to  1917  we  had 
taken  care  of  this  growth,  I  think,  fairly  well. 

Shortly  prior  to  1917  and  following  along  we  had  more  or  less 
trouble  with  strikes,  materials,  and  cost  of  building  began  to  rise,  and 
it  got  to  a  p>oint  where  it  was  not  safe  to  build  houses  for  sale.  At 
least  it  seemed  so  to  those  who  had  had  experience.  True,  we  went 
on  for  a  time  with  a  type  of  building  now  popularly  known  as  the 
bungalow.  There  were  quite  a  number  of  those  built,  but  the  apart- 
ment buildings  and  the  house  building  sort(  of  slacked  off,  until 
there  has  been  a  great  scramble,  and  there  is  now,  for  places  in 
which  to  dwell.  The  building  of  houses  for  sale  has  never  been  con- 
sidered by  the  financial  men  an  inviting  field.  The  same  is  true  of 
apartment  buildings.  They  are  largely  built — the  houses  are  built 
by  subdividers  to  develop  their  subdivisions.  The  apartment  build- 
ing are  generally  built  for  the  purposes  of  speculation. 

The  Chairman.  In  other  words,  the  men  who  build  these  houses 
build  for  the  market? 

Mr.  Bennett.  Build  for  the  market. 

Now,  the  costs  mounted  so  high  and  the  handicaps  of  building 
have  been  such  that  we  have  come  to  a  point  where  we  are  to-day,  in 
my  judgment — and  statistics  may  show  I  am  right,  and  I  think  I  am 
right — at  least  two  and  a  half  years  behind  in  our  building  operations 
in  Chicago  to  meet  the  annual  demand.  That  means  that  in  order 
to  readjust  the  situation  we  will  not  only  have  to  build  sufficient 
buildings  each  year  in  the  future  to  take  care  of  the  increase  which 
is  constantly  coming,  but  we  will  have  to  take  up  with  this  shortage, 
which  would  mean  a  double  program  over  anything  we  have  ever 
done  for  at  least  a  period  of  two  and  a  half  years,  and  possibly 
longer,  but  I  should  sav  at  least  that. 

!Now,  the  building  of  houses  for  sale,  as  I  have  said,  has  not  been 
a  profitable  thing,  except  as  it  has  enhanced  the  value  of  subdivisions, 
and  occasionally  here  and  there  a  small  operation  where  a  man  by 
giving  his  own  attention  to  the  building  may  have  made  a  slight 
profit. 

The  rents  previous  to  the  present  time  of  apartment  buildings  in 
Chicago  have  been  very  low  as  compared  with  other  sections  of  the 
country.  There  was  no  inducement  to  build  except  to  those  who 
wished,  as  I  say,  to  speculate,  and  to  buy  and  sell  or  trade  and  get 
another  piece,  and  keep  themselves  going  and  make  a  little  money. 
Of  course,  there  are  exceptions  to  this.  Some  apartments  have  paid 
in  the  past,  but  as  a  rule  they  have  not  paid. 

Xow,  we  are  confronted  with  the  high  cost  of  everything  that  goes 
to  maintain  an  apartment.    We  have  increased  taxes,  due  to  many 
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legitimate  causes;  we  have  put  prohibition  into  effect.  That  meant 
that  the  taxes  had  to  be  raised  six  or  seven  million  dollars.  The  cost 
of  the  administration  of  all  public  functions  was  increased. 

The  Chairman.  The  same  as  any  other  business. 

Mr.  Bennetf.  Legitimately,  the  taxes  have  been  raised  and  neces- 
sarily raised.  So  that  burden  is  on  real  estate.  Real  estate  does  not 
get  any  relief.  It  is  fixed.  It  is  on  the  books.  It  is  not  like  a  bond  or 
personal  property  that  is  carried  about  the  person  or  put  away  where 
it  is  not  round.  It  is  there  and  has  to  pay  its  full  part  of  this  tax, 
as  it  should,  as  a  matter  of  fact,  too ;  and  of  course  our  taxes  would 
be  much  less  if  all  property  was  reached. 

Now,  that  is  one  of  the  details  of  putting  money  into  these  build- 
ing^. Men  with  money  know  they  are  going  to  be  taxed  when  they 
do  it. 

Now,  as  to  what  can  be  done  to  relieve  the*  situation.  That,  of 
course,  is  a  very  broad  field.  In  the  first  place,  there  must  be  a 
stabilizing  of  the  market  of  the  materials  that  go  into  the  cost  of 
building.  Until  that  is  done  the  man  who  loans  his  money — and 
most  or  these  buildings  are  built  on  borrowed  money — will  have  to 
know  that  there  is  not  goingi:  to  be  a  shrinkage  that  will  impair  his 
investment  or  his  loan.  With  the  market  as  it  is  to-day,  where  we 
see  in  the  papers  that  now  and  then  this  commodity  and  that  com- 
modity is  reduced  in  price,  it  tends  to  unsettle  and  keep  an  unsettled 
building  situation. 

It  is  my  judgment  that  the  material  men  must  make  up  their  minds 
now,  if  they  are  going  to  get  any  considerable  business  in  the  build- 
ing line — ^must  make  up  their  mind  now  to  come  down  to  a  sound 
position  on  the  question  of  furnishing  all  of  the  materials  that  go 
into  the  construction  of  buildings ;  that  the  labor  organizations  will 
have  to  study  the  troubles  of  the  man  who  does  this  building — ^I 
mean  the  owner  who  starts  out  to  build  this  building.  It  is  necessary 
for  him  to  know  in  advance  what  his  building  is  going  to  cost,  be- 
cause he  depends  upon  the  loan  with  which  to  pay  a  large  part  of 
it.  If  after  he  starts  his  building,  the  prices  are  raised  on  him 
for  this,  that,  or  the  other  thing,  which  has  been  frequently  done  in 
the  past,  he  finds  himself  embarrassed  and  oftentimes  ruined  in  his 
operations. 

The  Chairman.  You  do  not  think  it  is  enough  to  say  that  there 
shall  be  no  further  increase  of  labor  ? 

Mr.  Bennett.  I  do  not ;  no. 

The  Chairman.  You  do  not  think  it  is  enough  to  say  that  there 
shall  be  no  further  increase  in  material — that  there  must  be  a  reduc- 
tion in  both  ? 

Mr.  Bennett.  That  is  my  judgment,  or  else  there  will  have  to  be 
a  substantial  increase  in  the  returns  from  these  properties.  We  have 
the  claim  abroad,  and  I  think  no  doubt  it  is  justified  in  many  cases, 
that  there  is  much  profiteering  being  done  in  the  way  of  rentals ;  and 
if  you  raise  the  cost  of  these  things,  the  return  must  be  raised  pro- 
portionately. 

The  Chairman.  Now,  no  doubt  there  is  a  great  deal  of  profiteering 
in  rentals,  and  I  rather  agree  with  you,  if  you  kept  that,  then  you 
completely  stop  building. 
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Mr.  Bennett.  I  was  just  coming  to  that  in  a  moment.  I  have  felt 
that  labor  organizations  should  get  in  sympathetic  touch  with  the 
builder;  do  away  with  many  of  these  little  matters  which,  to  the 
organization  seem  all  right,  but  which,  as  a  matter  of  fact,  are  a 
great  embarrassment  to  the  builder  in  the  way  of  construction,  really 
uncalled  for.  They  should  give  a  full  day's  work  for  a  full  day's 
pay.  In  short,  the  laboring  man  and  the  mechanic,  if  we  are  to 
have  prosperity  in  this  line  of  work,  ought,  as  I  say,  to  sjonpathize 
and  cooperate  with  the  builder  of  these  buildings — offer  an  induce- 
ment for  the  builder  to  go  ahead. 

Now,  to-day  the  costs  are  so  high  that  if  you  go  to  a  loan  man 
he  will  not  loan  you  sufficient  money  to  build  your  buildings.  That 
is  fundamental.  It  must  be  changed.  Then,  again,  the  rates  of 
money  are  so  high.  Are  they  going  to  continue  ?  That  is  a  problem 
that  confronts  us.  If  they  do  not  continue,  he  has  got  his  investment 
and  he  has  got  a  sure  loss. 

Going  back  to  your  question,  it  escaped  me  for  a  minute.  What 
was  the  question  you  asked  me?  The  agitation  for  legislation  as  I 
see  it  might  result  in  a  two-edged  sword,  one  that  would  of  course 
control  the  profiteer  as  he  should  be,  but  it  would  also  deter  legiti- 
mate builders  from  entering  into  the  building  business.  With  all 
the  handicaps  that  the  building  owner  experiences  to  add  to  it,  a 
legal  limitation  as  to  what  his  earnings  would  be,  would  be,  in  my 
opinion,  a  calamity  to  this  industry  and  to  home  building.  We  cer- 
tainly want  to  reach  the  man  who  is  robbing  the  people.  At  the 
same  time  we  don't  want  to  kill  the  goose  that  lays  the  golden  egg. 
As  I  have  said  before,  it  is  not  a  field  of  profitable  endeavor  taken  as 
a  whole. 

The  Chairman.  Mr.  Bennett,  is  there  complaint  in  any  other  cities 
of  the  State  about  housing  shortage  besides  Chicago  ? 

Mr.  Bennett.  There  is  in  the  larger  towns  and  cities. 

The  Chairman.  I  rather  sum  up  your  ideas  that  the  high  price  of 
labor  and  material,  the  difficulty  of  obtaining  money  for  financing 
buildii^s,  is  the  cause  of  the  present  trouble? 

Mr.  Bennett.  Those  are  the  main  causes ;  yes,  sir. 

The  Chairman.  And  you  are  of  opinion  that  when  prices  become 
normal  again  there  will  be  a  revival  of  the  industry? 

Mr.  Bennett.  I  think  so  beyond  a  question.  We  have  always  taken 
care  of  that  amply.  In  fact,  we  have  always  been  a  little  ahead  of  the 
market,  as  I  understand  it,  in  Chicago. 

The  Chairman.  But  there  is  a  realshortage  in  the  city  of  Chicago ; 
you  haven't  any  question  about  that? 

Mr.  Bennett.  I  haven't  any  doubt.  Assuming  we  can  build  a 
double  program  for  the  next  two  and  a  half  years,  it  will  take  us  all 
of  that  time  to  catch  up  with  the  shortage,  in  mv  judgment.  I  desire 
to  express  to  you  the  regret  of  Gov.  Lowden,  wno  was  not  able  to  be 
here.  He  asked  me  to  come  in  Tiis  stead.  Your  communication  to 
him  reached  him  on  the  day  he  had  planned  to  leave. 

The  Chairman.  Please  remember  me  to  the  governor. 

Mr.  Bennett.  I  will,  thank  you. 

Mr.  Jamme.  Senator,  we  desire  to  have  Dr.  Robertson  testify.  Dr. 
Robertson  is  the  health  commissioner  of  the  city  of  Chicago. 
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STATEMENT  OF  ME.  JOHN  DILL  BOBEBTSON,  HEALTH  COHUIS. 

SIONEB,  CHICAOO,  ILL. 

The  Chairman.  Dr.  Robertson,  you  are  the  health  commissioner 
of  the  city  of  Chicago  ? 

Mr.  Robertson.  Yes,  sir. 

The  Chairman.  The  committee  is  more  than  pleased  to  have  you 
as  a  witness  to  tell  us  just  what  you  think  of  this  housing  problem 
in  the  city. 

Mr.  Robertson.  Yes,  sir. 

The  Chairman.  Do  you  care  to  proceed  in  your  own  way  to  make 
your  statement? 

Mr.  Robertson.  If  you  please,  perhaps  that  will  save  time.  As 
well  as  being  health  commissioner,  I  am  president  of  the  Municipal 
Tuberculosis  Sanitarium  Board,  which  has  to  do  with  tuberculosis 
and  the  care  of  tubercular  people  in  the  city  of  Chicago. 

In  that  connection  in  1917  we  made  a  housing  survey  of  8  sauare 
miles  of  the  center  of  the  city  of  Chicago,  extending  from  North 
Avenue  on  the  north  to  Twenty-second  Street  on  the  south,  State 
Street  on  the  east  and  Ashland  Avenue  on  the  west.  That  is  the 
center  of  the  city. 

The  school  population  showed  that  there  were  three  hundred  and 
fifty-three  thousand  and  some  odd  people  living  in  that  territory  at 
that  time.  We  actually  examined  165,700  of  them.  We  found  14,283 
cases  of  tuberculosis,  or  8.6  per  cent  that  had  not  been  imearthed 
prior  to  that  time. 

These  patients  were  gathered  up  and  placed  in  our  eight  dispensa- 
ries, so  that  we  have  increased  from  10,000  cases  of  tuberculosis  in 
1915  that  we  were  taking  care  of,  until  at  the  present  time  we  are 
taking  care  of  32,000  cases.  I  do  not  want  you  to  get  a  wrong  im- 
pression from  that,  because,  we  have  gathered  in  more  of  these  cases, 
caring  for  more  or  them ;  the  fact  is,  by  reason  of  the  fact  that  we 
have  done  that,  we  have  lowered  the  death  rate  of  tuberculosis.  You 
may  take  this  from  a  housing  standpoint,  or  you  may  take  it  from 
work  that  we  have  done,  so  that  your  minds  may  not  be  confused,  I 
want  to  give  you  facts  just  as  they  are. 

The  Chairman.  That  does  not  indicate  the  increase  of  tuber- 
culosis ? 

Mr.  Robertson.  That  does  not  indicate  the  increase  of  tuberculosis. 
In  fact,  in  1915  we  lost  4,161  people  from  tuberculosis,  or  12  funerals 
a  day,  in  Chicago.  That  was  reduced  last  year  to  3,265,  a  little  over  8 
funerals  a  day,  and  we  have  cut  the  figures  down  this  year,  so  that 
our  funerals  are  7  a  day.  That  on  a  population  which  is  350,000 
bigger  than  it  was  in  1915;  or,  according  to  the  census  figures,  we 
increased  at  the  rate  of  70,000  per  annum,  or  700,000  in  10  years.  So 
that  our  tuberculosis  rate  has  gone  down  in  this  community. 

Now,  if  you  were  taking  it  purely  on  a  housing  standpoint,  you 
would  say  the  lack  of  houses  did  not  affect  tuberculosis ;  but  there  is 
another  viewpoint  that  you  must  take  on  that,  and  that  is  that  tuber- 
culosis is  a  long-drawn-out  disease.  The  bad  housing  of  to-day  may 
give  us  bad  results  in  tuberculosis  five  years  from  now. 

A  survey  was  made  recently  by  the  police  department  of  the  city 
of  Chicago  in  the  34  police  precincts.  It  shows  that  houses  or  flats 
then  vacant,  which  was  on  August  4,  1920,  were  2,617. 
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The  Chairman.  What  was  the  date  of  that,  Doctor? 

Mr.  Robertson.  August  4.  I  should  judge  that  record  was  quite  cor- 
rect, because  the  police  could  see  whether  the  house  was  vacant,  from 
the  outside,  by  traveling  along  the  beat. 

The  Chairman.  In  the  entire  city? 

Mr.  Robertson.  In  the  entitre  city,  2,617  vacant  houses.  There 
were  houses  or  flats  under  construction  at  that  time,  3,719. 

The  Chairman.  For  that  many  families? 

Mr.  Robertson.  Houses  or  flats  under  construction — ^that  is  the 
way  it  is  headed — 3,719.  Families  living  as  boarders  or  extra  tenants 
in  houses  or  flats  designed  to  be  occupied  by  only  one  family  is  the 
next  heading.    I  should  judge  that  would  not  be  so  reliable. 

The  Chairman.  What  is  that  figure? 

Mr.  Robertson.  Three  thousand  three  hundred  and  thirty-five.  If 
you  will  note  by  looking  at  this  record,  which  you  may  have  if  you 
wish,  you  will  see  the  vacancies  in  the  various  precincts  of  the  city. 
I  do  not  care  to  take  very  much  time  to  talk  about  the  permits,  be- 
cause Mr.  Bostrum  will  follow  me  on  that;  but  our  records  in  the 
health  department  show  that  in  1913,  on  single-family  dwellings  per- 
mits were  issued  or  passed  upon  by  us  as  follows :  In  1913,  3,745 ;  in 
1914,  3,846;  in  1915,  3,995;  m  1916,  3,887;  in  1917,  2,033;  in  1918, 
916.  In  1919  it  jumped  to  4,204,  back  to  normal,  but  it  slumped  again 
this  year  to  1,644. 

However,  the  tenements  ranged  from  6,000  in  1913  to  259  in  1920. 

The  Chairman.  What  were  the  figures  for  the  tenements  in  1916? 

Mr.  ROBERTSON.  In  1916,  7,098.  Now,  Mr.  Bostrum's  figures  may 
be  somewhat  different  from  these. 

The  Chairman.  What  were  they  for  1917? 

Mr.  Robertson.  1917, 1,964 ;  1918, 387 ;  but  thev  jumped  up  again  to 
1,315  in  1919,  and  back  again  in  1920. 

The  Chairman.  So  that  roughly,  just  from  what  you  have  said,  it 
would  indicate  that  there  were  less  tenements  constructed  in  the 
years  1917,  1918,  1919,  and  1920,  altogether,  than  there  were  in 
the  vear  1916,  in  the  prewar  year? 

]Slr.  Robertson.  I  would  just  add  that  up  for  you  in  a  minute. 
What  are  those  years  ? 

The  Chairman.  1917  1918, 1919,  and  1920,  together. 

Mr.  Robertson.  Well,  we  will  see.    There  is  3,900.    Yes. 

The  Chairman.  How  many  in  the  last  four  years? 

Mr.  Robertson.  About  4,000  tenements. 

The  Chairman.  Against  7,000  in  1916? 

Mr.  Robertson.  Yes. 

The  Chairman.  In  fact,  about  one-half  as  many  in  the  four  years 
altogether  as  there  were  in  the  year  1916,  the  prewar  year? 

Mr.  Robertson.  Yes. 

Senator  Kenyon.  During  that  time  what  increase  has  there  been 
in  population.  Doctor? 

Mr.  Robertson.  Our  population  has  increased  at  the  rate  of  70,000 
per  annum. 

Senator  Kenyon.  So  that  there  have  been  nearly  300,000  increase 
in  the  population  during  this  period  ? 

Mr.  Robertson.  Well,  280,000  in  four  years  at  70,000  per  year. 

I  told  you  that  we  were  taking  care  of  32,000  cases  of  tuberculosis. 
1  have  100  nurses  in  the'district  doing  this.    These  nurses  are  around 
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from  house  to  house  daily.  They  are  traveling  beats,  so  to  speak. 
They  are  in  and  out  of  the  home.  I  asked  each  one  of  those  nurses 
to  write  me  a  letter,  a  short  letter,  stating  the  condition  in  her  dis- 
trict just  as  her  general  impression  in  going  from  house  to  house. 

This  letter  is  dated  November  8.    It  reads : 

« 

Ashland  Avenitc  Dispensaby, 

10  South  Ashland  Avenue. 
Dr.  John  IUll  Robertson, 

Commissioner  of  Healthy  Chicago. 

My  Dear  Dit.  Robertson  :  In  regard  to  the  housing  situation  in  the  Ashland 
Avcitiie  Dispensary  district,  the  nurses  tlnd  that  living  quarters,  which  have 
heretofore  been  abandoned  because  of  unsanitaiy  conditions,  are  now  being 
occupied,  owing  to  the  laclc  of  dwelling  places.  They  do  not  find  any  more 
fandlies  **  doubling*'  up  than  have  been  in  the  past  few  years. 
Yours,  very  truly, 

Augusta  Ganole,  Head  Nurse. 

Here  is  one  in  regard  to  the  Sedgwich  Dispensary. 

NoVKitBER  8,  1920. 

Dr.  John  Dill  Robertson, 

President  Board  of  Directors, 

Municipal  Tuberculosis  Sanitarium,  Chicago. 

Dear  Doctor  :  In  a  general  way  bad  housing  eouditions  prevail  on  the  North 
Side  in  a  district  bounded  on  the  north  by  North  Avenue,  on  tlie  east  by  Wells 
Street,  on  the  souvh  by  Grand  Avenue,  and  on  the  west  by  the  Chicago  River. 

This  district  can  be  divided  into  two  classes:  (a)  The  rooming-house  district, 
representing  about  one-third  of  this  area  mentioned  above;  (h)  the  family 
groups,  occui)ylng  about  two-thirds  or  the  western  iK)rtion  of  the  above-named 
district. 

The  housing  and  living  conditions  in  the  rooming-house  group  are,  as  a  rule, 
fairly  good ;  housing  and  living  conditions  In  the  family  groups  are  uniformly 
bad. 

Overcrowding  is  common  throughout  the  family  group  district.  This  par- 
ticular section  of  Chicago  has  been  termed  "  Little  Italy,"  and  has  been  the 
scene  of  many  "  sa\\  ed-off  shot-gun  **  tragedies  during  the  past  few  years.  It 
is  in  this  partlcidar  s(H*tion  that  the  worst  housing  conditions  prevail :  most  of 
the  lots  contain  a  tenement  building  on  the  rear  as  well  as  the  front  of  the  lot. 
Narrow  gangways  lead  to  the  rear  houses  and  serve  in  many  instances  as  the 
only  entrances  to  the  subsidewalk  basement  flats ;  darkness  and  dampness  prac- 
tically is  the  rule  in  all  these  tenement  flats. 

Large  families  are  common  in  the  district,  six  or  seven  children  with  the  par- 
ents occupying  two,  three,  or  four  room  flats;  many  of  the  bedrooms  have  no 
windows;  most  of  the  living  rooms  are  dark  and  sunless.  There  are  hun- 
dreds of  basement  and  cellar  flats  In  this  district  and  overcrowding  of  all  the 
flats  and  apartments  Is  practically  always  present. 
Very  truly,  yours, 

Laura  R.  Hill,  Jlead  Kurse. 

Chicago,  November  8,  1920. 

Dr.  John  Dill  Robertson, 

Commissioner  of  Healthy  Chicago,  III. 

Dear  Dr.  Robertson  :  I  am  submitting  herewith  my  views  of  the  results  of 
the  housing  conditions,  as  far  as  they  have  come  to  my  notice,  in  the  district 
from  Thirty-ninth  Street  to  Sixty-third  Street  and  from  Stewart  Avenue  to 
the  lake,  over  which  the  Wabash  Avenue  Dispensary  has  supervision. 

Although  there  has  been  a  con.stant  Increase  In  population  during  and  since 
the  war,  there  has  been  n«  building  of  new  homes.  As  a  result  of  scarcity  of 
flats  and  Increase  In  rentals  many  families  are  living  together,  or  families  have 
taken  in  roomers  to  their  fullest  capacity. 

Furthennore,  many  ihothers  who  should  be  at  home  looking  after  their 
families  are  going  out  working. 

As  a  consequence  of  the  above  there  Is  overcrowding  in  many  homes  and  in 
many  instances  where  supervision  Is  lacking,  owing  to  the  mother's  absence 
from  home,  the  con  rol  of  the  children  Is  lost  and  moral  conditions  have  become 
lax. 
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Of  course,  tlie  above  report  would  not  apply  to  the  entire  territory  over  which 
we  have  supervision,  but  varies  with  the  degree  of  congestion  and  status  of 
living  found  in  different  sections  of  our  district. 

I  think  the  above  information  will  be  of  interest  to  you  and  am  submitting 
it  for  what  it  is  worth. 
Yours,  very  truly, 

ESTELL  D.  LkONABD, 

Head  Nurse,  Wabash  Avenue  Dispensary, 

I  dont  know  whether  you  want  me  to  read  the  rest  of  them  or  not. 

The  Chairman.  Do  they  run  along  about  the  same  way? 

Mr.  Robertson.  Yes ;  they  run  along  about  the  same  way.  About 
half  of  them  say  that  from  their  viewpoint  there  are  enough  of 
houses,  plenty  of  houses.     The  other  halt  show  just  the  opposite. 

The  Chairman.  As  a  result  of  all  these  inquiries  your  conclusion 
is  what.  Doctor? 

Mr.  Robertson.  My  conclusion  is  that  we  have  some  shortage  of 
housing  in  Chicago,  of  courses  We  are  not  building  as  much  as  we 
have,  and  we  have  some  shortage  of  houses.  I  don't  know  what 
effect  it  is  going  to  have  on  health.  Our  typhoid  is  the  lowest  of 
any  city  in  the  country.  It  has  been  getting  lower  all  the  time. 
Scarlet  fever  has  been  reduced  during  the  war,  in  the  last  five  years, 
so  that  we  have  only  lost  1,023  cases  of  scarlet  fever  in  the  last  five 
years. 

In  the  last  five  years  succeeding  that  we  lost  2,600  children.  Our 
<liphtheria  has  been  cut  down  20  per  cent,  so  that  up  to  date  we 
have  the  lowest  rate  of  any  city  in  the  country. 

Our  death  rate  was  12.52,  which  is  the  lowest  in  the  record  of  the 
history  of  Chicago.  These  are  the  records  as  they  «re  taken  from 
the  books. 

What  effect  has  housing  on  tuberculosis?  In  this  survey  of  8 
square  miles,  after  we  had  completed  our  general  survey,  we  sent  for 
a  housing  expert  to  take  21  square  blocfe  and  examine  them.  We 
got  Mr.  Tod(l  to  make  the  survey  for  us,  who  had  been  employed  by 
the  State  of  Michigan,  and  by  t)v,  Vaughn,  who  had  been  in  Iowa 
making  a  survey  of  your  State,  Senator.  He  made  there  a  State- 
wide survey,  and  after  he  had  made  this  survey  of  21  blocks,  not 
having  seen  the  first  survey  made  by  our  doctors  and  nurses,  and 
the  21  blocks  had  been  selected  bj  himself  and  Mr.  Dall,  being  good 
blocks  and  bad  blocks,  a  peculiar  thing  happened — we  haa  more 
tuberculosis  where  the  good  houses  were  than  we  had  in  the  blocks 
where  the  bad  houses  were. 

Senator  Ken  yon.  How  do  you  account  for  that? 

Mr.  Robertson.  Because  there  has  been  no  survey  ever  made; 
there  has  not  been  a  sanitary  survey;  there  has  been  no  proper  basis 
to  start  with.    As  I  sav  in  mv  book : 

In  connection  with  housing  reports,  wr  are  reniimled  of  the  statement  of  an 
eminent  jurist.  Avho.  in  speaking  of  the  three  courts — the  lower,  the  appellate, 
and  the  supreme — staled  that  the  lower  court  was  the  court  of  original  error, 
the  appellate  court  was  the  court  of  intermediate  speculation,  and  the  supreme 
court  the  court  of  ultimate  conjecture. 

So  it  is  with  housing  and  always  will  be  until  at  least  Huve  fundamental 
factors  are  considered  in  relation  to  the  house : 

1.  A  clear  ami  complete  house  history. 

2.  Social  and  me<lical  history  of  all  families  who  have  ever  occupied  the  house, 
hoth  before  and  after  occupancy  of  the  house  studied. 

3.  The  comi»lpte  disease  history  of  Indivitluals  occupying  the  house. 
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If  you  desire  to  call  in  some  of  the  people  that  have  been  engaged 
in  this  work,  this  book  will  tell  you  of  all  of  the  housing  surveys  that 
have  been  made  and  who  made  them. 

Senator  Kenyon.  What  is  this  book? 

Mr.  Robertson.  This  is  the  1917  report  of  the  Municipal  Tubercu- 
losis Sanitarium  Board.  It  cost  us  $52,000  to  gather  this  informa- 
tion. It  took  one  year's  time.  We  had  expert  physicians  to  the 
extent  of  26  working  at  it,  and  we  had  the  best  housing  experts  we 
could  get. 

Too  much  has  been  made  of  housing  per  se  from  a  health  point ; 
too  much,  I  say.  Now,  don't  misunderstand  me.  We  all  want  fresh 
air.  That  is  fundamental.  We  do  not  always  get  it  in  our  up-to-(^te, 
modern  apartment  flats.  We  get  fresh  air  that  is  like  the  Sahara 
Desert,  without  any  humidity  m  it.  Dry  as  the  air  that  blows  over 
that  desert,  and  that  would  be  a  most  w^onderful,  modern  apartment. 
On  the  other  hand,  you  may  find  what  would  be  like  a  jjoorhouse, 
with  a  great  big  crack  in  the  window,  and  human  air  getting  in. 

Senator  Kenyon.  Doctor,  the  committee  would  like  you  to  give  us 
one  of  those  books,  if  you  will. 

Mr.  Robertson.  It  will  be  very  good  reading  on  your  way  from  city 
to  city,  sir,  with  my  compliments. 

Senator  Kenyon.  If  you  could  suggest  any  way  to  improVe  the  air 
in  the  Pullman  cars.  Doctor,  it  would  be  advantageous. 

Mr.  Robertson.  We  might  take  the  roof  off.  Senator;  then  they 
would  kick  about  the  cold.  It  is  a  very  difficult  problem.  Leonard 
Hill,  the  greatest  expert  on  ventilation  the  world  has  ever  known,  has 
said,  "Alter  20  years'  study  of  ventilation  I  know  less  than  I  did 
when  I  started." 

The  Chairman.  Doctor,  we  appreciate  very  mucli  your  coming 
and  thank  you. 

Mr.  Robertson.  Thank  you,  sir.  If  there  are  any  records  in  our 
office  or  any  further  datla  you  want  I  will  be  glad  to  furnish  it  for 
you.    I  hand  3^ou  the  rest  of  the  letters  I  mentioned  above. 

The  Chairman.  I  thank  you.  They  will  be  copied  and  made  a  part 
of  the  record. 

(The  letters  referred  to  by  Mr.  Robertson  are  here  printed  in  full, 
as  follows:) 

X0\-EMBER  9,   1920. 

Dr.  O.  S.  Wrr.HTMAN, 

Statistician-Director  Pttblicity  and  Education, 

105  West  Monroe  Street,  Chicago,  Til.,    . 

My  Dkar  Dr.  Wightman  :  Submitting  tho  following  observatious  on  housing 
and  living  conditions  of  to-day  as  compared  with  those  of  a  few  years  ago. 
there  has  been  a  definite  improvement  along  these  lines  during  the  hist  four 
years. 

Formerly  in  congested  districts  a  family  of  seven  to  eight  individuals  would 
occupy  from  three  to  four  dark  rooms.  It  was  not  at  all  uncommon  to  find 
four  children  and  two  adults  sleeping  In  one  dark,  poorly  ventilated  room.  In 
five  rooms  you  would  find  roomers  and  boarders  in  addition  to  a  large  family. 

Now,  this  same  class  is  living  in  larger,  lighter,  and  better  ventilated  quarters. 
Without  a  doubt  the  higher  salaries  may  be  considered  responsible  for  this. 
The  men  who  formerly  earned  from  $9  to  $15  a  week  are  now  receiving  $20 
to  $40  per  week. 

Those  who  could  afford  it  have  moved  into  better  neighborhoods.  This  has 
caused  a  shortage  of  homes  among  the  middle  class.  They,  however,  are  accus- 
tomed to  favorable  living  and  will  have  nothing  less,  and  some  congestion  here 
is  not  a  community  menace. 
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There  are  and  probably  always  will  be  certain  people  who  continue  to  live 
in  unhealthy,  damp  basements.  At  the  present  time  this  number  is  smaller  than 
when  low  waj?es  were  paid. 

From  general  observation,  I  would  say  the  housing  and  living  conditions  have 
much  improved  during  the  last  few  years. 
Very  truly,  yours, 

Anabel  Burt  Stubbs. 


RoBEY  Street  Dispensary, 

November  9,  1920, 

Dear  Dr.  Robertson  :  In  regard  to  the  housing  situation  in  Robey  Street 
district,  the  nurses  report  little  change  over  that  of  other  years.  There  Is  little 
crowding  in  those  of  our  families  having  fair  Incomes.  Although  the  shortage 
of  houses  has  prevented  some  of  this  class  moving  to  better  homes  as  incomes 
have  increased. 

The  poorer  class  are  always  more  or  less  crowded,  but  not  more  noticeably 
now  than  formerly. 

Very  truly  yours, 

Retta  D.  Jones,  Head  Nurne, 


Stock  Yards  Dispensary, 
Chicago,  111,,  November  9,  1920. 
Dr.  John  Dill  Robertson, 

President  Board  of  Directors, 

Municipal  Tuberculosis  Sanitarium, 

105  West  Monroe  Street,  Chicago,  III. 

Dear  Dr.  Robertson  :  Yesterday  Dr.  Wightraan  notified  me  to  send  you  a 
report  on  housing  conditions  as  I  find  them  in  stock  yards  district.  The  follow- 
ing report  is  submitted  after  conferring  with  Dr.  O'Neill,  several  of  the  field 
nurses  and  Miss  McGuire,  district  superintendent  of  Stock  Yards  United 
Charities. 

A  few  years  ago  the  biggest  evil  in  stock  yards  district  was  the  boarder 
question.  Beds  were,  rented  to  day  and  night  shifts,  occupied  constantly,  rooms 
never  ventilate<l  and  three  or  four  crowded  in  a  room  having  insufficient  air 
space  to  accommodate  only  one.  Due  to  the  lessened  immigration  this  condi- 
tion Is  some  improved.  Old  frame  buildings  having  rooms  with  no  outside 
windows  are  gradually  being  condemned,  but  few  new  buildings  have  been 
erected  nnd  the  overcrowding  in  the  home  Is  a  very  serious  menace. 

The  high  rents  have  made  it  compulsorj'  for  families  to  rent  quarters  much 
too  small  or  to  rent  out  rooms  and  crowd  the  family  in  a  space  Inadequate  for 
health  and  morals.  It  Is  impossible  to  teach  ordinary  modesty  with  all  rooms 
overcrowded  and  a  loose  standard  is  the  result.  No  home  social  life  is 
possible,  and  so  all  pleasure  is  found  outside  of  the  home,  and  the  young  people 
frequently  gravitate  to  questionable  places. 

Due  to  education  there  Is  a  desire  for  better  home  conditions,  but  at  present 
it  is  Impossible  to  find  suitable  quarters  at  suitable  rents.     I  think  it  is  the 
overcrowding  in  the  home  rather  than  the  building  that  is  at  fault. 
Very  truly,  yours, 

Grace  Saville,  J.  D.  W.,  H€<id  Nurse. 


November  9,  1920. 
Dr.  John  Dirx  Robertson, 

Vommisswner  of  Health,  Chicago,  III. 

Dear  Dr.  Robertson  :  Complying  with  your  request  In  regard  to  housing 
conditions  as  we  find  them  in  the  district  supervised  by  the  Grand  Crossing 
Dispensary,  which  consists  of  the  territory  south  of  Sixty-third  Street  to  city 
limits.  I  submit  this  brief  rejwrt  based  on  rejiorts  of  the  various  district  nurses 
and  i>ersonal  observation  : 

In  our  congested  Industrial  districts  known  as  South  Chicngo  and  Pullman 
there  exists  a  verj'  serious  shortage  of  houses.  The  fact  that  there  has  been 
practically  no  building  since  before  the  war  in  those  sections  and  the  greatly 
increased  population  of  our  city  has  brought  this  about. 

This,  together  with  the  abnormally  Increased  rents  and  the  high  cost  of 
every  necessity  of  life  has  compelled  the  i)eople  to  resort  to  some  method 
whereby  they  could  reduce  the  cost  of  their  living. 
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In  most  Instances  this  has  been  done  by  *'  taking  In  roomers  '*  or  by  families 
doubling  up.  This  overcrowdhig  entirely  eliminates  the  home  atmosphere  and 
compels  the  growing  girls  and  boys  to  seek  recreation  and  social  life  on  the 
street  corners,  pool  rooms,  etc.,  and  Is  bound  to  have  a  deplorable  effect 
physically  and  morally. 

We  also  And  many  of  our  families  living  In  undesirable  basement  rooms 
and  paying  fifteen  to  twenty  dollars  a  month  for  quarters  that  did  not  brin;: 
more  than  five  to  eight  dollars  per  month  before  the  war. 

The  doctrine  of  health  and  hygiene  of  the  home  constantly  preached  by  the 
public-health  nurses  and  other  social  workers  has,  no  doubt,  created  a  desire 
for  better  living  conditions  among  the  people,  and  they  would  gladly  avail 
themselves  of  the  opportunity  to  secure  better  homes  If  such  homes  were  avail- 
able and  the  rents  not  prohibitive. 

There  has  been  some  building  of  bungalows  among  the  more  pros|ierous 
neighborhoods,  particularly  in  the  southwestern  section  of  the  district,  hut 
even  among  those  there  Is  a  dearth  of  homes,  and  I  believe  if  a  survey  of  rhe 
entire  district  were  to  be  made  there  would  not  be  found  a  vacant  house  or 
apartment. 

Such  a  herding  together  of  liumnn  beings  under  one  roof  is  certainly  not 
conducive  to  the  best  welfare  of  the  coumnuiity,  and  I  trust  that  some  .solution 
of  this  very  vital  matter  will  soon  be  found  in  the  interest  of  the  public  health 
and  happiness. 

Very  truly,  yours, 

Helen  O'Mali^y, 
Head  yurse  Grand  Crossing  DUpenffarp. 

Mr.  Jamme.  Senator  Calder,  we  desire  to  present  Mr.  Charles 
Bostrum,  the  building  commissioner  of  the  city  of  Chicago. 

STATEMENT  OP  HE.  CHAELES  BOSTEVM,  BXTILDINO  COlOnS- 

SIONEE,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Bostrum,  you  are  the  building  commissioner 

of  this  city? 

Mr.  Bostrum.  Yes,  sir. 

The  Chairman.  And  as  such  I  understand  you  have  charge  of  the 
granting  of  permits  for  all  new  buildings  and  for  repair  of  build- 
ings and  supervision  of  them  during  their  construction? 

Mr.  Bostrum.  Yes,  sir. 

The  Chairman.  The  committee  would  like  you  to  give  us  such 
information  as  you  possess  in  connection  with  the  building  opera- 
tions in  Chicago  during  the  recent  years. 

Mr.  Bostrum.  I  have  the  record  here  of  the  building  activities 
from  1912  up  to  the  present  time.  I  would  like  to  read  them  to  you 
so  as  to  give  you  an  idea  of  what  the  actual  conditions  are.  I  am 
going  to  make  it  as  short  as  I  possibly  can. 

The  Chairman.  Before  you  start  your  statement,  are  you  going 
to  inchide  buildings  of  every  character,  or  just  housing? 

Mr.  Bostrum.  I  am  going  to  give  you  them  all  separate,  so  you 
can  see  what  has  been  done  in  the  diiferent  lines,  the  different  classes 
of  buildings.  For  instance,  in  1912, 1913,  and  1914  there  was  business 
and  manufacturing  buildings  erected  to  the  number  of  3,945;  office 
buildings,  purely  office  buildings,  228.  and  single  residences,  11,707; 
schools,  halls,  and  churches,  286;  theaters,  19;  apartment  buildings, 
varving  from  two  to  more,  13,217  buildings. 

'fhe  Chairman.  Thirteen  thousand  two  hundred  and  seventeen? 

Mr.  Bostrum.  Buildings. 

The  Chairman.  Is  that  to  accommodate  that  many  families  or 
that  many  buildings? 
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Mr.  BosTRUM.  No;  that  is  the  number  of  buildings.  No;  I  have 
not  the  record  of  the  number  of  families  in  those  buildings. 

The  Chairman;  For  any  of  these  years? 

Mr.  BosTRUM.  For  any  of  these  years.  Now,  the  total  cost  for  all 
buildings  in  1912  was  $88,786,960.  In  1913  it  was  $89,000,000;  in 
1914,  $^,000,000.  In  the  years  1915,  1916,  and  1917  we  issued  per- 
mits for  business  and  manufacturing  buildings,  3,842  buildings; 
office  buildings,  231;  single  residences,  9,817;  schools,  halls,  and 
churches,  134;  apartment  ouildings,  9,992. 

The  cost  of  those  buildings  in  1915  was  $97,000,000.  In  1916, 
$112,000,000,  and  in  19 W,  $64,000,000. 

Then  we  get  down  to  1918, 1919,  and  the  10  months  of  1920.  Busi- 
ness and  manufacturing,  3,935;  office  buildings,  160;  single  residences, 
7,547;  schools,  halls,  and  churches,  63;  theaters,  14;  apartment  build- 
ings, 865. 

Now,  in  the  year  1919  we  issued  permits  for  single  residences  up 
to  4,596. 

The  Chairman.  What  year  was  that? 

Mr.  BosTRUM.  1919. 

The  Chairman.  In  1919,  single  residences  how  many? 

Mr.  BosTRVM.  Four  thousand  five  hundred  and  ninety-six.  The 
peculiar  thing  about  that  in  the  apartment  buildings  we  issued  onlv 
457,  while  in  previous  years  we  had  as  high  as  4  apartment  build- 
ings being  erected  in  one  day,  over  4,000  a  year. 

Senator  Kenyon.  Was  that  true  every  year  up  to  1917,  or  just  the 
prewar  period  ? 

Mr.  BosTRUM.  The  apartment  buildings  dropped  off  in  the  year 
1917.  Up  to  that  time  we  issued  between  four  and  five  thousand 
permits  for  apartment  buildings;  but  in  1917  it  dropped  down  to 
1,174,  and  in  1919,  457,  and  this  year  it  has  dropped  down  to  82. 

iSenator  Calder.  Just  go  back  a  minute.  Have  you  got  there  the 
number  of  apartment  buildings  for  which  permits  were  granted  in 
1916? 

Mr.  BosTRxrM.  Four  thousand  two  hundred  and  ninety-three. 

The  Chairman.  Now  much  for  1917? 

Mr.  BosTRUM.  One  thousand  one  hundred  and  seventy-four. 

The  Chairman.  How  much  for  1918? 

Mr.  BosTRUM.  Three  hundred  and  twenty-six. 

The  Chairman.  Now  much  for  1919? 

Mr.  Bostrum.  Four  hundred  and  fifty-seven. 

The  Chairman.  How  much  for  the  first  10  months  of  this  year? 

Mr.  Bostrum.  Eighty-two. 

The  Chairman.  That  would  mean  this  year,  if  the  next  two  months 
averaged  up  with  the  last,  90  altogether? 

Mr.  Bostrum.  Approximately,  yes. 

The  Chairman.  As  against  4^93  in  the  prewar  year  1916. 

Mr.  Bostrum.  Yes.  sir. 

The  Chairman.  With  your  population  increasing  at  a  very  high 
rate  every  year? 

Mr.  Bostrum.  It  must  be  borne  in  mind  that  in  1916  or  1917  there 
was  a  great  number  of  flats  in  Chicago  that  were  vacant.  Opinions 
differ  as  to  about  how  many,  but  I  do  know  there  were  a  great 
number  of  flats  vacant  at  that  time.     Now,  they,  of  course,  have  been 
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filled  up,  and  it  is  hard  to  tell  exactly  what  shortage  there  is  in 
housing  in  Chicago. 

There  is  another  advantage  that  we  have  had  here.  Chicago  has 
a  great  area,  about  200  square  miles,  and  we  have  rather  cheap 
ground  on  the  outside,  where  the  workingman  could  go  and  get  the 
ground  and  build  their  homes.  Well,  when  they  built  their  homes 
they  built  them  larger;  the  cubic  contents  of  each  apartment  that 
our  family  occupies,  I  venture  to  sav,  is  double  that  of  a  city  like 
New  York,  because  they  are  housed  in  bigger  apartments  in  the 
greater  part  of  New  York,  while  we  are  spread  over  a  greater  area. 

Now,  there  is  considerable  shortage  here  in  Chicago,  I  am  going 
to  say  that.  I  know  from  a  personal  observation  that  there  is.  But 
I  do ) not  think  we  are  as  bad  off  here  as  I  have  seen  in  other  cities^ 
We  have  workingmen  here  that  had  six  and  seven  room  apartments. 
The  reasonable  price  of  the  ground  and  price  of  material  and  labor 
that  was  here  before  the  war  made  it  so  that  it  was  possible  for 
those  people  to  live  in  quarters  of  that  kind.  Now,  it  is  not  such  a 
great  hardship  for  them  when  their  children  get  married,  for  in- 
stance, to  double  up,  let  their  sons  or  daughters  stay  with  them.  It 
would  be  more  difficult  if  they  were  housed  in  a  small  apartment 
like  they  are  in  some  other  cities.  Of  course,  we  have  some  of  them 
here,  but  I  do  not  consider  the  shortage  of  houses  such  a  serious 
proposition.  It  is  serious  in  a  way.  But  when  we  come  to  submit 
some  remedy  for  that  it  is  a  great  deal  more  serious  again,  accord- 
ing to  my  judgment. 

The  Chairman.  You  were  a  builder  yourself  before  you  went  into 
the  building  department,  were  you  not? 

Mr.  BosTRUM.  I  have  spent  all  my  life  in  that  line. 

The  Chairman.  And  you  have  been  building  homes  ? 

Mr.  BosTRUM.  I  have  been  building  up  to  three  or  four  or  five 
hundred  homes  a  year  before  I  entered  this  office  that  I  am  in  now. 

The  Chairman.  What  is  the  reason  that  building  has  stopped  to 
the  extent  that  it  has  here  ? 

Mr.  BosTRUM.  Well,  the  reason  for  it  is  the  high  cost  of  construc- 
tion— ^material  and  labor,  and  then  the  expense  in  financing.  Inter- 
est has  increased,  commissions  have  been  increased,  and  everything 
that  goes  in  to  make  up  a  home  has  increased. 

The  Chairman.  The  interest  rate  on  mortgages  on  real  estate  has 
been  what  in  the  past? 

Mr.  BosTRUM.  What  is  that? 

The  Chairman.  What  has  been  the  interest  rate  on  real  estate 
mortgages — the  interest  rate  in  Chicago? 

Mr.  BosTRUM.  The  interest  rate  has  varied  from  5  to  6  per  cent 
before  the  war. 

The  Chairman.  And  it  is  what  now  ? 

Mr.  BosTRUM.  The  interest  rate  now  has  been  hauled  down  to 
around  6  per  cent.  A  good  many  are  charging(7,  with  this  excep- 
tion. Senator,  that  when  you  make  a  loan  you  will  be  asked  to  pay 
a  commission  at  least  equal  to  1  per  cent. 

The  Chairman.  Is  there  a  legal  rate  of  interest  here,  a  rate  fixed 
by  law,  6  per  cent? 

Mr.  BosTRUM.  Yes ;  there  is. 

The  Chairman.  Six  per  cent? 

Mr.  BosTRUM.  Seven  per  cent  is  the  State  law. 
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The  Chairman.  So  that  7  per  cent  can  be  charged  on  a  real-estate 
mortgage  ? 

Mr.  SosTRUM.  Yes;  and  it  is  charged  on  a  good  many. 

The  Chairman.  That  is  the  almost  universal  practice  now,  isn't  it, 
7  per  cent? 

jVlr.  BosTRUM.  They  are  aiming  to  hold  it  down  to  6  and  make  it 
up  in  this  way,  that  they  are  charging  this  new  commission. 

The  Chairma'n.  So  that  if  you  should  borrow  money  at  6  per  cent 
for  a  term  of  three  years  they  would  make  you  pay  3  per  cent  com- 
mission ? 

Mr.  BosTRUM.  Three  to  five  and  eight  and  ten  per  cent;  depends  on 
the  value  you  have  and  what  connection  you  have  with  the  financial 
institution. 

The  Chairman.  Do  you  tell  me  that  the  people  who  lend  money 
to-day  are  charging  as  high  as  10  per  cent  bonus  or  commission  for 
making  the  loan? 

Mr.  13o8TRUM.  That  has  been  done. 

The  Chairman.  Does  that  10  per  cent  go  to  the  broker  or  to  the 
institution  that  loans  the  money? 

Mr.  BosTRUM.  That,  of  course,  I  can  not  say,  but  judging  from  the 
advertisements  that  I  see  in  the  paper,  of  certain  institutions  here, 
they  can  sell  mortgages  to  net  7  per  cent,  when  at  the  time  there  was 
hardly  nothing  but  6  per  cent  on  the  market — agoing  to  show  that 
they  must  be  giving  up  some  of  it  to  the  investor. 

The  Chairman.  Where  is  the  mortgage  money  obtained  in  this 
city?  Is  it  through  the  savings  banks  or  trust  companies  or  mort- 
gage companies ;  now  is  that  operated  ? 

Mr.  BosTRUM.  That  is  handled  by  banks  and  trust  companies  and 
mortgage  brokers,  insurance  companies,  and  so  on. 

The  Chairman.  Most  of  the  money  comes  from  the  banks  ? 

Mr.  BosTRUM.  I  would  say  the  most  of  it  comes  from  the  banks; 

fres;  especially  for  small  loans.  Now,  if  there  is  some  very  large 
oans,  going  up  to  millions,  then  of  course  it  may  be  some  syndicate 
that  underwrites  that. 

The  Chairman.  Do  you  have  a  savings-bank  system  here  such  as 
we  have  in  New  York,  a  mutual  savings-bank  system  that  loans  most 
of  its  deposits  on  mortgages? 

Mr.  BosTRUM.  They  do  not  have  that  here.  They  do  not  operate 
in  that  way.  They  have  savings  accounts,  but  they  do  not  take  that 
fund  and  loan  it  out  on  real  estate.  I  do  not  think  the  law  allows 
them  to  do  that. 

Senator  Kenyon.  Do  you  have  building  and  loan  associations? 

Mr.  BosTRUM.  We  have  a  few  building  and  loan  associations,  but 
of  late  years  they  have  not  done  very  much  business. 

The  Chairman.  I  just  want  to  go  back  to  your  fiinires  again.  You 
gave  me  a  moment  ago  the  number  of  tenements  tor  which  permits 
were  granted  in  the  years  1916  to  1920,  inclusive.  Now,  do  you  have 
separate  there  the  number  of  permits  granted  for  single-family 
houses  and  for  two-family  houses  or  one  and  two  family  houses 
together? 

Mr.  BosTRUM.  No;  it  is  the  one-family  house.  I  say,  a  single  resi- 
dence, and  the  apartment  buildings  are  included.  They  may  be  two 
apartments  and  more. 
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The  Chairman.  Please  ^ve  me  the  number  of  single- family  houses 
in  the  years  1916  to  1920.  giving  each  year. 

Mr.  BosTRUM.  1916,  there  were  3,789 ;  1917,  2,704. 

The  Chairman.  1918  ? 

Mr.  BosTRUM.  1918, 1,082. 

The  Chairman.  191«9? 

Mr.  BosTRUM.  1919,4,596;  1920, 1,869. 

The  Chairman.  That  is,  for  10  months  of  1920? 

Mr.  BosTRUM.  That  is  for  10  months  of  1920. 

The  Chairman.  Now,  is  there  a  falling  oif  in  building  applications 
in  the  last  60  days  ? 

Mr.  BosTRUM.  Yes;  very  much. 

The  Chairman.  Very  marked  ? 

Mr.  BosTRUM.  Very  marked ;  yes. 

The  Chairman.  The  applications  are  less  than  for  any  other 
period  except  perhaps  1918  ? 

Mr.  BosTRUM.  Except  from  the  time  the  government  asked  me 
not  to  issue  the  permits  imtil  they  had  passed  upon  the  necessity 
of  the  erection  of  the  structure. 

The  Chairman.  It  is  your  judgment  that  before  we  have  a  revival 
of  the  building  industry  here  that  we  must  have  a  lowering  in  the 
prices  of  material  and  labor;  is  that  correct? 

Mr.  BosTRUM.  That  is  correct ;  and  I  do  not  believe  that  a  revision 
of  5, 10, 15,  or  20  per  cent  is  going  to  bring  any  activity  in  the  build- 
ing industry.    I  think  it  has  got  to  be  more  than  that. 

The  Chairman.  And  if  that  is  not  done,  then  the  whole  business 
is  OTing  to  be  stagnant  ? 

Mr.  BosTRUM.  That  is  what  will  happen.  Now,  the  man  with 
small  capital,  he  can  not  get  sufficient  loan  to  finance  a  small  home, 
nor  the  speculator  can  not  get  sufficient  loans  to  go  ahead  with  an 
apartment  building.  Now,  we  have  speculators.  Of  course,  if  they 
could  make  their  loan  they  would  go  ahead,  and  they  would  ered; 
apartment  buildings  for  the  future,  trying  to  sell  them  at  some  future 
time  when  they  had  them  finished. 

Senator  Kenton.  I  want  to  ask  you  a  question  before  you  get 
away  from  that.    Are  you  through.  Senator? 

The  Chairman.  Yes. 

Senator  Ken  yon.  Can  you  give  us  any  idea  as  to  how  much 
building  material  has  gone  up  in  the  last  few  years?  Take,  for 
instance,  the  item  of  window  glass  since  1916.  How  much  has  that 
gone  up  ? 

Mr.  BoRTRUM.  Well,  I  am  not  competent  to  answer  those  ques- 
tions because  I  have  done  no  building  since  1915. 

Senator  Kenyon  I  have  been  told  that  window  glass  has  gone 
up  300  per  cent. 

Mr.  BosTRUM.  Yrs;  I  understand  more  than  that  in  some  cases. 

Senator  Kenyon.  What  about  lumber?  Have  you  any  idea  how 
much  that  has  gone  up  ? 

Mr.  BosTRUM.  That  has  gone  up  over  100  per  cent. 

Senator  Kenyon.  Over  100  per  cent  ? 

Mr.  BpsTRUM.  As  I  am  informed. 

Senator  Kenyon.  Hardware  and  steel? 

Mr.  BosTRUM.  Some  of  three  or  four  hundred  per  cent. 

Senator  Kenyon.  Three  or  four  hundred  per  cent? 
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Mr.  BoOTBUM.  Yes. 

Senator  Kenyon.  Why  did  they  go  up  such  an  enormous  amount, 
do  you  know  ? 

Mr.  BosTRUM.  Well  I  can  not  look  at  it  from  more  than  one 
point  of  view,  and  that  is  purely  profiteering. 

Senator  Kenton.  Profiteering? 

Mr.  BosTRUM.  It  can't  be  anything  else. 

Senator  Kenyon.  So  profiteering,  you  think,  has  had  something 
to  do  with  the  scarcity  of  homes  in  this  country? 

Mr.  BosTRUM.  Oh,  yes;  it  has  something  to  do  with  it.  Now,  I 
do  not  say  that  there  are  many  reasons  why  we  have  not  had  homes 
built,  but  that  principal  reason  is  the  cause. 

Senator  Kenyon.  Do  you  know  any  reason  why  window  glass 
should  go  up  three  or  four  hundred  per  cent  in  a  few  years  ? 

Mr.  BosTRUM.  Xot  any  more  than  in  a  general  way — that  I  know 
of  no  case  where  the  wages  of  our  workingmen  has  increased  to 
that  extent. 

Senator  Kenyon.  It  is  not  attributable  entirely  to  labor,  is  it, 
then  ? 

Mr.  BosTRUM.  No.  Now,  I  have  been  acting  as  an  adviser  for  some 
labor  unions  and  contractors  here  in  this  city,  and  a  very  interesting 
meeting  was  held  here  some  time  ago  when  there  was  a  question  of 
raise  in  wages.  I  was  not  a  party  to  it  in  any  way,  but  I  was  asked, 
to  sit  in  and  listen  to  some  argument.  It  was  brought  out — going 
back  to  the  time  when  the  carpenters  had  50  cents  -per  hour — what 
the  necessities  of  life  cost  at  that  time.  A  receipt  was  shown  of 
what  you  could  buy  an  ordinary  workingman's  shoes,  hat,  and| 
everything,  and  then  showed  the  price  at  the  present,  or  practically 
at  the  peak  it  was  at  that  time.  You  could  use  the  number  3  or  4, 
and  in  a  good  many  cases  you  could  use  the  number  7  to  multiply 
the  prices  at  the  time  when  the  carpenters  had  50  cents  an  hour.  So 
I  do  not  feel  that  the  laborer  is  getting  too  much  wages  at  the 
present  time.  There  must  be  fault  somewhere  else.  The  raw  ma- 
terials, surely,  are  not  worth  all,  or  it  should  not  be  worth  thaJt* 
much  more.    Raw  material  itself  has  verv  little  value  in  this. 

Senator  Kenyon.  If  you  want  to  buy  lumber,  can  you  get  any  dif- 
ferent prices  from  different  dealers  in  limiber,  or  are  the  prices  all 
the  same  ? 

Mr.  BosTRUM.  I  would  not  like  to  answer  that,  because  I  have  not 
bought  any  since  1915. 

Senator  Kjenyon.  Do  you  know  whether  there  are  in  different 
towns  local  combinations  of  lumbermen  to  keep  up  the  prices? 

Mr.  BosTRUM.  I  don't  know,  but  it  is  very  peculiar  that  you  are 
getting  about  the  same  prices  all  over  on  any  and  all  materials,  and 
the  same  about — too  much  of  a  combination,  both  among  laborers 
and  business  men ;  that  is  just  about  the  way  I  feel. 

The  Chairman.  Commissioner,  don't  you  think  our  system  of 
cost-plus  contracts  during  the  war — and  that  has  been  carried  out  in 
some  lines  since — has  had  the  effect  of  breaking  down  the  morale  of 
labor  and  material  ? 

Mr.  BosTRUM.  A  very  bad  system,  indeed ;  very,  very  bad. 

The  Chairman.  Men  have  not  cared  much  how  much  work  they 
did,  nor  in  some  cases  have  the  employers  cared,  because  it  all  went 
into  the  cost  and  some  one  else  paid  for  it. 
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Mr.  BosTRUM.  Correct.    Very  bad  to  have  that  system. 

Senator  Kenyon.  Don't  you  think  we  have  to  get  over  some  of 
this  greed  in  this  country  before  we  will  get  building  material  do¥m 
to  where  we  can  have  homes  built?  The  real  fundamental  of  it  is 
the  greed,  isn't  it  ? 

IVfi*.  BosTRUM.  That  is  what  it  narrows  down  to. 

Senator  Kenyon.  And  a  few  profiteers  may  be  sent  to  jail;  that 
might  help  a  little  ? 

Mr.  BosTRUM.  Of  course,  you  might  say  it  is  greed  on  one  hand, 
and  then  it  is  thoughtlessness  on  another.  You  take  our  working- 
men,  I  believe  they  do  not  do  a  full  day's  work.  They  have  not 
done  it  in  the  past.  Very  likely  it  was  lack  of  judgment.  On  the 
other  hand,  I  leel  there  should  not  be  anything  done  in  the  way  of 
creating  building  industry  until  people  get  down  to  recognize  a 
fair,  square  deal  among  ourselves. 

Senator  Kenyon.  To  be  satisfied  with  reasonable  profits  on  build- 
ing materials  would  help  some,  wouldn't  it? 

Mr.  BosTRUM.  Well,  that  surely  would  help  some.  Of  course,  I 
understand  they  have  been  handicapped  to  a  great  extent  by  rail- 
road transportation. 

The  Chairman.  And  high  prices  of  fuel  ? 

Mr.  BosTRUM.  High  prices  of  fuel.  I  was  talking  to  a  man  that 
used  to  have  a  mine  in  Indiana.  He  says  he  sold  coal  there  before 
the  war  for  around  $1.25  a  ton.  Of  course,  it  was  a  ch^ap  grade 
of  coal,  and  he  says  he  sold  it  at  a  profit,  not  a  large  profit,  but  a 
reasonable  profit.  He  says  they  are  charging  $4.50  for  the  same, 
and  he  says  there  is  no  place  in  there  where  the  labor  has  advanced 
from  60  to  80  per  cent. 

The  Chairman.  What  is  the  reason  of  the  high  price  of  coal ;  how 

has  that  gone  up  ? 

Mr.  BosTRUM.  It  gets  down  to  the  same  thing — an  endless  chain. 
Now,  you  can  not  look  into  the  proposition  of  housing  only.  It  is 
a  broad  field,  and  you  can  not  put  your  finger  on  a  class  of  men  and 
say,  '*  Here  is  where  the  fault  is."  It  seems  there  has  been  a  general 
tendency  in  all  business  to  try  to  get  as  much  as  they  can.  I  suppose 
that  is  human  nature. 

The  Chairman.  That  dates  back  to  the  war,  when  really  it  seemed 
as  if  we  encouraged  laborers — both  the  men  and  the  manufacturers 
of  material  who  built  cantonments,  who  furnished  things  for  the 
Government — to  charge  what  thev  liked,  and  then  in  turn  encouraged 
the  men  to  charge  what  they  liked  and  do  as  little  work  as  they  could. 

Mr.  BosTRuar.  Yes. 

The  Chairman.  And  we  have  not  yet  gotten  back  to  that  old-time 
business  morality  where  men  felt  they  ought  to  give  what  they  could 

to  the  people. 

Mr.  Bostrum.  That  is  the  real  question,  "  How  soon  can  we  step 
back,  or  will  we  step  back  ?  "  We  have  got  to  take  some  steps  back. 
It  is  a  serious  proposition.  Can  it  be  done  without  a  panic,  or  will 
we  nurse  it  along  and  try  to  do  the  best  we  can  and  finally  step  back? 
But  we  have  got  to  takea  step  back,  and  I  think  if  there  was  a  desire 
among  our  business  men  or  among  our  influential  men  to  take  a 
loss  now,  take  a  loss  on  the  shelf  and  make  an  agreement  among 
themselves  that  they  are  going  out  and  do  the  best  they  can  for  the 
countrv.  that  we  could  overcome  this  situation. 
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Senator  Kenyon.  Do  you  know  the  loss  the  farmers  are  compelled 
to  take  now  on  their  crops  ? 

Mr.  BosTRUM.  I  understand  oats  are  down  to  very  low  prices. 

Senator  Kenton.  Twenty  cents  below  what  it  costs  to  produce  it. 
Do  you  feel  everyone  has  got  to  take  his  share  of  this  loss  in  this 
readjustment? 

Mr.  BosTRUM.  That  is  what  I  feel,  and  I  feel  it  should  be  done 
now  and  let  us  get  down  to  business ;  figure  the  loss  on  the  shelf  now 
and  see  what  there  is.  There  are  a  good  many,  I  understand,  that  feel 
that  they  can  not  afford  to  take  the  loss.  They  forget  that  they  made 
the  money  when  the  price  was  raised ;  but  as  far  as  Chicago  here  is 
concerned  I  think  it  will  adjust  itself.  I  don't  think  there  is  any 
great  danger  about  the  house  shortage.  It  is  going  to  take  some  time, 
but  I  actually  do  feel  that  it  will  adjust  itself. 

The  Chairman.  Mr.  Commissioner,  a  great  many  people  argue 
as  you  do,  and  the  thing  that  worries  me  is  whether  we  are  leading 
up  to  the  situation  they  have  in  England  and  France.  In  England 
the  house  shortage  has  been  so  acute  the  Government  has  gone  into  the 
housing  business,  with  results  that  all  private  industry  has  stopped. 
In  that  country  the  Government  to-day  is  going  to  give  one-third  of 
the  cost  of  the  Duilding,  practically,  as  a  substitute. 

In  PVance,  during  the  recent  months,  the  Government  is  going  to 
give  one-half  to  induce  private  individuals  to  construct.  In  France, 
I  am  told  a  man  who  wishes  to  build  a  dwelling  can  borrow  money 
from  the  Government  at  2  per  cent,  when  the  Government  pays  7J 

r  cent,  and  makes  up  the  difference  itself.  You  are  a  practical 
uilder,  I  know,  and  I  have  had  some  experience  along  the  same  line 
myself.  I  was  building  commissioner  in  New  York  at  one  time. 
Perhaps  my  life  has  been  along  your  line.  I  don't  want  the  Govern- 
ment to  go  into  the  building  business ;  I  don't  want  the  Government 
to  loan  money  to  people  to  build  houses,  but  I  wonder  if  this  situation 
is  acute  enough  to  warrant  the  Government,  perhaps  indirectly,  lend- 
ing some  aid. 

In  New  York  we  just  passed  a  law  which  will  exempt  from  taxa- 
tion for  a  period  of  7  or  8  years  the  dwelling  houses  constructed 
during  the  next  18  months.  In  New  Jersey  a  similar  law  has  been 
passed.  In  those  States,  of  course,  we  passed  rent  laws  limiting  the 
rents  people  can  be  asked  to  pay.  The  (Government  sets  them  and 
retards  building  by  passing  laws  of  that  character,  which  we  make. 
On  the  other  hand,  tney  say  the  man  that  will  build  a  new  house,  we 
will  encourage  by  not  charging  taxas  for  a  period  of  years. 

Do  you  think  the  situation  here  is  bad  enough  to  warrant  the 
legislatui^e  in  enacting  laws  of  that  character? 

Mr.  BosTRUM.  That  requires  a  great  deal  of  study.  Off-handed  I 
would  say  I  do  hope  I  will  never  see  the  day  when  the  Government  is 
going  to  begin  to  finance  the  homes  of  our  people.  They  have  been 
doing  that  m  our  European  countries  for  years  and  years,  and  our 
workingmen  and  our  people  in  this  countrv  have  been  much  better 
off  than  any  of  those  nations  are  to-day.  I  am  a  great  believer  in 
supply  and  demand.  If  we  could  overcome  this  combination  that 
existed  between  groups  not  to  undersell  each  other,  but  let  the  pure 
and  straight  combination  exist — supply  and  demand  and  competition 
exist — that  is  the  healthiest  condition  that  any  country  can  have. 
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Now,  if  the  combinations  can  be  broken  up,  that  is,  in  my  opinion, 
the  greatest  thing  that  can  be  done.  Now,  as  I  understand,  you 
passed  laws  in  New  York  City.  They  may  have  been  good  laws,  but 
it  worked  two  ways.  Now,  in  1916  when  we  had  perhaps  forty  to 
fiftj  thousand  flats  standing  vacant  in  the  city  of  Chicago,  the  con- 
ditions were  such  that  the  speculators  who  built  apartment  build- 
ings and  so  on,  and  the  real  estate  dealers,  offered  concessions  to  the 
tenants — one  month,  two  months,  three  months,  four  months — in 
order  to  bring  up  the  return,  the  rental  return,  on  that  particular 
building,  for  the  purpose  of  this  speculator,  so  that  he  could  put 
it  on  the  market  and  sell  it  for  a  profit. 

Now,  that  was  a  bad  practice,  a  very  bad  practice.    It  may  look 

?ood  for  the  tenants  that  could  get  four  months'  rent  for  nothing. 
)f  course  they  paid  a  little  higher  rent  perhaps  than  they  should 
have,  but  at  the  end  of  the  year  they  had  made  money  by  entering 
into  an  agreement  of  that  kind. 

The  same  thing  does  not  exist  now,  but  the  reverse.  There  are  a 
good  many  property  owners  here  that  are  asking  more  rent  than 
they  actually  should  for  their  flats,  and  it  is  a  hardship  on  the  ten- 
ants, just  the  same  as  it  was  a  hardship  on  the  honest  investor  before 
the  war,  because  that  did  not  tend  to  stabilize  the  business,  when 
you  give  concessions  for  a  certain  space.  It  is  bad,  it  is  bad  either 
way  it  runs.  If  we  could  get  down  to  prices — I  think  they  will  come 
down — Chicago  is  not  very  bad  off. 

Senator  Kjinton.  You  do  not  think  the  Government  should  in  any- 
way assist  in  home-building  construction  ? 

Mr.  BosTRUM.  If  there  is  any  way  that  the  Government  can  assist 
so  that  the  man  that  has  a  large  amount  of  money  to  invest,  that  he 
can  invest  that  in  real  estate  without  being  penalized.  As  I  under- 
stand, there  is  certain  security  that  is  exempted  from  taxation.  Very 
likely  that  has  a  great  deal  to  do  with  the  high  interest. 

Senator  Kenyon.  Fourteen  million  is  tax  exempt. 

The  Chairman.  Tax-exempt  securities  in  this  country  have  in- 
creased in  the  last  five  years  from  about  four  billion  to  fourteen 
billion. 

Mr.  BosTRUM.  Exempted? 

The  Chairman.  Exempted,  and  the  men  with  large  incomes  have 
taken  their  money  out  of  mortgage  investments  and  put  it  into  tax- 
exempt  securities. 

Mr.  BosTRUM.  That  is  the  very  point;  that  is  the  very  point. 
While  it  sounds  very  little  to  start  with,  when  you  are  paying  1  or 
2  per  cent,  but  in  the  long  run  it  is  a  big  item,  and  my  opinion  is  there 
should  not  be  any  exempt. 

The  Cttatrman.  The  men  with  large  incomes  contend  that  if  they 
invest  their  money  in  mortgages  at  6  per  cent,  that  when  they  pay 
their  taxes  it  only  nets  about  1^  or  2  per  cent. 

Mr.  BosTRUM.  That  is  right. 

The  Chairman.  If  they  take  it  out  of  mortgages  they  put  it  into 
tax-exempt  or  railroad  bonds  or  other  securities  that  pay  higher  rates 
of  return,  and  the  real  estate  suffers. 

I  have  introduced  a  bill  in  Con^rress  exempting  the  income  on  real 
estate  mortgages  from  taxation,  providing  that  no  one  individual  shall 
hold  more  than  $40,000  worth  of  mortgages.  I  limited  it  to  $40,000 
because  I  did  not  want  the  wealthy  men  of  the  country  putting  all 
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their  money  into  tax-exempt  mortgages  and  escaping  taxation.  It 
occurred  to"  me  that  perhaps  everybody  might  want  to  have  a  mort- 
gage, a  real,  estate  mortgage.  There  is  objection  to  that  that  is 
pretty  well  founded.  A  great  many  people  argue  that  we  already 
have  enough  tax-exempt  securities.  It  might  help  to  encourage  the 
financing  of  mortgages.  They  could  buy  mortgages  on  farms  or 
farmhouses  or  little  dwelling  or  apartment  houses  up  to  $40,000. 
How  does  that  strike  you? 

Mr.  BosTRUM.  Well,  I  presume  you  have  studie,d  this  question 
deeply.  But  I  would  like  to  know  ]ust  the  reason  why  there  has  to 
be  any  exemption — taxation  exemption — at  all?  We  are  over  the 
critical  period  now,  where  we  could  put  everything  on  an  equal  basis. 

The  Chairman.  Yes;  that  is  correct.  I  am  not  very  strong  for 
this,  only  as  a  last  emergency ;  but  the  trouble  is  the  men  of  large 
means  are  not  putting  their  money  into  this  sort  of  securities.  Per- 
haps if  we  could  modify  our  tax  laws  in  some  way — they  would  not 
have  to  pay  73  per  cent  on  one's  income,  but,  say,  30  or  40  per  cent. 
On  the  other  hand  we  have  to  raise  money  to  support  the  Govern- 
ment in  the  next  three  or  four  years,  as  we  have  had  to  do  in  the  past 
two  or  three.    That  is  the  problem  on  the  other  hand. 

Mr.  BosTRUM.  That  is  true;  but  you  gentlemen  in  Congress  and 
the  Senate  have  the  power  to  say  what  the  big  interests'  duties  are  to 
the  country,  and  it  seems  to  me  that  something  ought  to  be  done  to 
get  away  xrom  this  taxation  exemption.  I  feel  that  we  can  not  get 
any  real  activity  in  the  building  industry  until  we  get  that  on  a 
sounder  basis  than  we  have.  I  have  been  informed  by  my  banker 
that  they  can  not  loan  money.  They  can  loan  a  limited  amoimt  of 
monej^  iDut  not  to  any  great  extent,  the  way  conditions  are  now. 
They  are  handling  large  estates.  He  says  the  large  investors  ask 
them  to  change  the  securities  for  them,  just  as  you  state. 

Peru  tits  approved. 


1920 

(10 

mos.) 


Single  famllv  dwellings '    1, 614 

Tenem-^nts : I       259 

Mlscellmeous  new  building's '       863 


Old  bull  lin?s  altered. 


Total. 


1,179 


3,945 


1919 

1918 

1917 

1316 

1915 

3,996 
6,980 
1^313 
2,392 

1914 

4,202 

1,351 

808 

1,376 

916 
387 
550 

1,161 

2,033 
1,964 
1,134 
1,828 

3,«87 
7,098 
1,152 
2,351 

3,846 
6,300 
1,^49 
2,»42 

3,737 

3,014 

6,959 

14,788 

11,670 

13,937 

1913 


3,745 
6,013 
1,4^ 
2,135 

13.226 


Mr.  Ja:!hme.  We  desire  to  present  Mr.  Mortenson,  the  superin- 
tendent of  schools. 


STATEMENT  OP  HE.  PETEE  A.  MOETENSON,  SUPEEINTENDENT 

OF  SCHOOLS,  CHICAGO,  ILL. 

The  Chairman.  Mr.  Mortenson,  you  are  superintendent  of  schools 
of  the  citv  of  Chicago  ? 

Mr.  Mortenson.  Yes,  sir. 

The  Chairman.  We  will  be  glad  to  hear  you,  to  hear  any  state- 
ment you  have  to  make  on  this  subject. 
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Mr.  MoRTENsoN.  Senator,  with  your  permission,  I  should  be  glad 
to  confine  myself  to  a  few  observations  that  I  feel  might  reflect  just 
a  little  of  the  condition  relating  to  housing  in  Chicago.  . 

In  order  to  have  the  statements  understood,  a  few  statistics  might 
be  necessary. 

The  number  of  pupils  enrolled  in  the  Chicago  schools  is  approid- 
mately  350,000.  The  normal  increase  during  recent  years  has  been 
approximately  10,000  per  year.  The  increase  during  the  last  year 
and  the  rate  of  increase  in  the  last  18  months  has  been  double  that 
increase.  The  increase  during  the  last  school  year  was  21,000  pupils 
instead  of  the  normal  rate  of  10,000. 

We  have  been  unable  to  provide  less  sittings  per  year  in  the  new 
school  accommodations.  Last  year  we  provided  9,000.  That  was 
only  be(  ause  the  construction  of  buildings  had  been  delayed.  It 
Avould  have  been  less  than  that.  For  that  reason  the  number  of  pupils 
not  provided  with  adequate  school  accommodations  has  rapidly  in- 
creased (luring  the  last  three  years. 

Now,  an  interesting  phase  of  that.  Senator,  is  this,  that  one  year 
«go  the  rapid  increase  of  school  population  was  in  the  outlying  sec- 
tions. I  might  explain  that  Chicago  has  grown  from  the  center  out, 
excepting  a  few  villages  that  have  been  absorbed  by  this  extension. 
The  old  part  of  the  city,  the  old  buildings,  the  old  school  buildings, 
and  the  old  tenements  are  in  the  near-by  section,  within,  say,  2  miles 
of  where  we  now  are.  The  better  residence  districts  are  farther 
out  beyond  this  congested  district. 

At  first  when  construction  stopped  to  the  extent  that  it  did, the  over- 
crowding in  our  schools  began  in  the  outlying  sections,  because  then* 
there  was  some  construction  of  bungalows;  there  was  some  tendency 
to  add  a  room  in  order  to  take  in  relatives  or  other  families,  either 
by  fitting  up  a  basement  or  an  attic,  or  dividing  a  building  into  two 
apartments.  When  that  seemed  to  have  reached  its  limit  crowding 
began  and  has  been  going  on  in  the  last  eight  months  in  the  so- 
called  congested  district. 

That  is  the  district  made  up  very  largely  of  tenement  houses. 
Many  of  these  have  been  abandoned  because  they  were  old,  and  they 
were  somewhat  unsanitary.  We  were  glad  to  see  that  was  the  case, 
because  our  school  buildings  were  also  old  in  this  section,  and  many 
of  them  were  being  abandoned. 

Now,  as  an  interesting  sidelight,  during  the  last  eight  months  we 
have  opened  in  one  district,  comprising  less  than  one-tenth  of  the 
population  of  the  city,  68  additional  divisions  or  class  rooms,  filling 
up  whatever  vacant  rooms  had  previously  been  abandoned,  and  add- 
ing portables  and  in  other  ways  trying  to  provide  for  this  increase 
in  the  school  population,  which  amounted  in  this  district  to  3,000 
pupils  in  just  the  last  few  months,  showing  that  the  last  and  most 
recent  tendency  in  the  development  of  congestion  has  been  in  this 
abandoned  territory  that  was  formerly  a  residence  district. 

Now,  as  far  as  we  are  able  to  observe  at  the  present  time,  there 
have  been  no  bad  effects.  The  children  appear  to  be  well  clothed. 
They  seem  to  be  happy  and  in  good  condition,  and  even  in  this  con- 
gested district,  but  of  course  that  condition  will  not  always  obtain. 
W  hen  ( onditions  of  employment  change,  this  district  is  liable  to 
again  depreciate.  These  apartments  have  been  fixed  up.  They  are 
sanitary,  as  a  rule,  because  of  the  demand  for  space,  and  the  high 
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rentals  that  it  was  possible  to  obtain,  but  that  condition  will  not 
continue. 

So  that  in  that  condition  the  situation  is  somewhat  serious.  Now, 
bearing  in  mind  that  the  growth  in  school  population  is  more  than 
twice  the  normal  in  Chicago,  increasing  the  school  attendance,  the 
school  attendance  increasing  at  the  rate  of  one  pupil  every  three 
minutes,  twenty  every  hour,  and  no  construction  worth  mentioning 

foing  on  at  this  time,  the  situation  appears  to  me  to  be  really  serious 
rom  that  point  of  view. 

The  Chairman.  What  is  the  population  of  Chicago? 

Mr.  MoRTENsoN.  Approximately  three  million:  not  quite  three 
million. 

The  Chairman.  So  that  you  have  one  pupil  for  every  nine  people? 

Mr.  MoRTEXsox.  Approximately. 

The  Chairman.  And  if  your  school  population  increased  21,000 
last  vear,  that  would  seem  to  indicate  an  increase  of  population  of 
1S(M)00? 

Mr.  MoRTENsoN.  Yes ;  it  is  an  abnormal  increase.  It  is  more  than 
twice  the  regular  increase.  There  may  be  other  reasons  than  the  mere 
increase  in  population.  I  assume  there  is,  because  a  greater  than 
normal  increase  occurred  in  our  high  schools.  Of  the  21,000  increase 
more  than  6,000  occurred  in  the  high  schools,  which  would  seem  to 
indicate  that  pupils  are  staying  in  school  longer  now  than  they  were, 
due  perhaps  to  the  operation  of  compulsory  education  laws,  continua- 
tion school  laws,  and  the  feeling  that  higher  education  has  a  greater 
value,  so  probably  the  increase  in  school  population  is  more  than 
would  be  justified  bv  the  increase  in  the  population  of  the  city. 

The  Chatrmax.  I  rather  estimate,  looking  hurriedlv  at  these 
figures  furnished  by  the  Building  Commissioner,  that  in  the  past 
12  months  we  have  constructed  houses  here  to  accommodate  about 
^52.000  families. 

Mr.  MoRTENSOx.  Yes. 

The  Chairman.  And  if  we  estimate  five  people  to  a  family,  that 
would  be  al)out  20,000  people,  and  your  school  population  increase 
would  indicate  an  increase  of  180,000? 

Mr.  MoRTENsoN.  Yes. 

The  (^HATRMAX.  So  that  we  are  nowhere  near  equal? 

Mr.  MoRTEXsox.  No:  we  are  falling  behind  very  rapidly.  We 
have  always  been  behind  as  far  as  school  operations  are  concerned. 
That  has  always  been  the  case  in  every  large  city.  We  are  attempt- 
ing to  provide  for  this  excess  in  six  different  ways.  We  have  a  little 
over  8,000  pupils.  That  is  an  excess  of  6,000  attending  what  we  call 
the  half -day  division.  These  are  confined  to  children  just  entering 
school.  We  have  800  in  rented  buildings.  We  have  15,000  in  port- 
able school  buildinfifs,  563  portable  buildings.  We  have  8,000  pupils 
in  what  we  call  double  sections;  that  is,  fhe  session  begins  at  8 
o'clock,  the  morning  session,  and  ends  at  12.30.  Then  another  ses- 
sion, with  a  new  set  of  pupils  and  other  teachers,  begin  their  session 
at  12.35  in  the  same  rooms,  and  continue  on  until  4.45,  making  what 
we  call  a  double  school. 

There  is  an  excess  of  8,000  taken  care  of  in  that  manner,  and  4,000 
in  what  we  call  the  relay  schools.  That  is  an  arrangement  of  stag- 
gering the  school  sessions  by  a  longer  day,  providing  for  50  per  cent 
more  pupils  instead  of  100  per  cejit  more  in  double  schools,  with 
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additional  teachers,  and  providing  for  50  per  cent  additional  pupils. 
Four  thousand  are  taken  care  of  in  that  manner,  making  a  total 
of  an  excess  of  44,000  pupils  over  the  capacity  of  the  school  system. 

It  might  be  interesting  to  you  just  to  have  a  brief  statement  of  the 
growth  in  school  cost,  school  construction  cost;  on  a  cubic-foot  basis. 

Our  school  buildings  are  all  fireproof.  They  have  remained  about 
standard  in  type  for  the  last  7  years,  the  changes  only  being  minor 
changes  that  would  not  aifect  the  cost.  They  provide  for  an  assem- 
bly hall  seating  approximately  1,200  people.  They  provide  for  a 
social  room  and  gymnasium  and  all  other  accessories. 

Now,  in  1914  the  cost  per  cubic  foot  of  a  school  building  of  this 
type,  32-room  school,  was  13  cents  plus.  Do  you  care  to  have  me 
give  a  sample  year  by  year  through  from  that  time,  or  just  the  more 
recent  ones? 

The  Chairman.  I  would  like  to  have  you,  if  you  could,  give  us  the 
diiference  between  the  cost  of  construction  for  the  period,  say,  from 
1914,  1915,  and  1916  to  date. 

Mr.  MoRTENSON.  Yes.  I  might  select  one  school  from  each  year. 
That  will  give  you  an  approximate  cost.  I  will  give  you  1919 — I 
w^ill  ^o  back  to  1917:  Fourteen  cents  plus  per  cubic  foot;  1915 — just 
selecting  at  random  the  cost  of  one  school,  a  typical  school,  it  had 
dropped  to  12.59  cents  per  cubic  foot. 

In  1916,  selecting  again  at  random,  the  cost  of  one  building  was 
15.82  cents  per  cubic  foot.  Going  on  to  1917,  the  cost  of  the  same 
type  of  building  was  19.41  cents  per  cubic  foot.  In  1918  the  cost 
of  the  same  tvpe  of  building  increased  to  23  cents  per  cubic  foot — 
23.52  cents.  In  1919  the  cost  was  about  stationary,  but  increased 
during  the  year  from  22.99  cents  to  30.27  per  cubic  foot. 

The  only  school  that  we  awarded  a  contract  for  during  the  year 
1920 — awarded  on  February  11,  1920 — was  the  John  Hay  School, 
which  cost  33.90  cents  per  cubic  foot,  an  increase  of  considerably 
more  than  100  per  cent  over  the  prewar  cost. 

The  (^HAiRM AN.  And  because  of  these  high  costs  the  city  govern- 
ment determined  they  would  rather  wait  a  while? 

Mr.  MoRTENsoN.  "\Vell,  partly  that  and  partly  this,  that  from  that 
time  on  it  has  been  practically  impossible  to  secure  bids  for  the  con- 
struction of  buildings,  except  on  a  cost-plus  basis,  and  we  were  not  in 
a  position  to  subscribe  to  the  theory  or  policy  of  the  cost-plus  basis, 
and  for  that  reason  until  very  recently  we  have  not  attempted  to 
secure  bids. 

The  Chatr3ian.  That  is  the  experience  of  the  board  of  education  ? 

Mr.  MoRTENsoN.  That  is  the  experience  of  the  board  of  education. 
The  housing  situation,  so  far  as  it  appears  to  us,  seems  to  indicate 
that  just  at  the* present  time  there  is  no  particularly  serious  health 
situation.  We  regret  tl^  necessity  of  having  to  feopen  and  rehabili- 
tate buildings  that  we  had  hoped  to  abandon  as  old  buildings,  just 
a?  we  regret  the  need  for  again  using  tenement  houses  that  had  once 
been  abandoned. 

That  apparently  goes  with  congestion  that  has  resulted.  The  in- 
teresting thing  to'me  was  to  note  that  the  increase  first  began  in  the 
outlying  sections,  indicating  that  people  preferred,  if  possible, 'to 
have  their  homes  in  good,  clean,  healthful  surroundings.  When 
that  had  reached  its  limit  the  increase  followed  in  congested  districts, 
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showing  the  people  as  a  last  resort  were  compelled  to  accept  homes 
where  the  surroundings  were  not  good. 

The  Chairman.  Thank  you  very  much. 

Senator  Kenton.  From  1916  to  1920,  according  to  yovCr  figures, 
the  cost  price  has  increased  about  120  per  cent. 

Mr.  Mum^NsoN.  Approximately  120  per  cent.  I  understand  that 
the  prospect  on  new  contracts  that  we  are  considering  is  for  a 
lower  figure  than  that  awarded  on  February  11,  1920.  Just  how 
much  I  don't  know;  the  bids  have  not  been  opened.  Gossip  has  it 
that  the  cost  will  be  a  little  lower. 

The  Chairman.  Thank  you  very  much. 

Mr.  Jamme.  Senator,  we  would  like  to  present  Mr.  Willis  W. 
Baird,  the  president  of  the  Chicago  Association  of  Commerce. 

STATEMENT  OF  ME.  WILLIS  W.  BAIBD,  PEESIDENT,  ASSOCIATION 

OF  COMMEBCE. 

The  Chairman.  Mr.  Baird,  you  are  the  president  of  the  Chicago 
Association  of  Commerce,  I  believe? 

Mr.  Baird.  Yes,  sir. 

The  Chairman.  And  you  are  engaged  in  the  real  estate  business? 

Mr.  Baird.  Yes,  sir ;  real  estate  and  mortgage  business. 

The  Chairman.  We  will  be  glad  to  have  you  tell  what  you  think 
of  this  housing  situation  in  Chicago.  What  advice,  if  any,  can  you 
offer  us  to  help  us  out? 

Mr.  Baird.  On  behalf  of  the  association,  I  felt  that  our  duty  was 
pretty  well  performed  when  we  arranged  for  the  program,  as  we 
have  during  the  last  week.  I  feel  that  with  the  experts  that  will  be 
brought  before  you  on  the  various  propositions,  that  it  is  hardly 
worth  while  to  take  the  time  of  the  commission  to  make  any  extended 
statement  on  behalf  of  our  organization.  We  are  at  your  service, 
and  if  there  are  any  special  points  that  you  want  to  have  brought  out 
later  on  that  have  not  been,  if  you  will  communicate  with  Mr.  Jamme, 
who  is  representing  the  committee  that  has  been  doing  a  great  deal 
of  work,  we  will  try  and  furnish  the  information  from  the  most  au- 
thoritative source. 

The  housing  shortage  is  certainly  acute :  there  is  hardly  any  need 
of  going  into  details  on  that  proposition.  We  attempted  last  August 
to-  make  a  survey  and  sent  out  some  75  inquiries.  We  had  some  37 
replies,  and  the  result  of  that  seems  to  indicate,  without  question, 
that  there  is  a  shortage,  a  serious  shortage,  in  homes  or  apartments 
renting  for  $100  per  month  X)r  less.  Now,  as  to  any  cure  that  can 
be  applied  to  this  situation,  it  is  certainly  a  conundrum.  Personally, 
I  have  this  feeling,  that  a  lower  cost — I  ^o  not  mean  by  that  a  prewar 
cost,  but  a  lower  cost  sufficient  to  stabilize  in  the  minds  of  the  average 
builder  or  speculator — will  be  one  of  the  elements  that  will  be  neces- 
sary to  arouse  an  interest  in  building  and  a  renewal  of  home  con- 
struction. 

At  the  present  time  the  speculator — and  he,  by  the  way,  is  the  the 
one  who  does  the  building  after  all ;  the  individual  is  the  exception — 
wants  to  know  whether  or  not  he  has  got  to  a  point  where  he  can 
safely  rely  on  the  cost  of  43uilding  for,  say,  the  next  five  years.  Be 
that  25  or  40  or  60  per  cent  less  than  it  is  now.    Having  satisfied  him- 


892  RECONSTRUCTION   AND  PRODUCTION. 

self  on  that  point,  the  other  branch  of  the  problem  is  the  financial 
one.    That  is  a  very  difficult  one. 

The  income-tax  laws  have  worked  in  such  a  way  that  large  funds 
in  the  hands  of  individuals  and  the  large  estates  have  been  with- 
drawn from  the  mortgage  market.  Graduated  tax  is  really  the  one 
that  takes  all  of  the  attractiveness  of  a  real-estate  mortgage  away 
with  the  trustee  of  a  trust  estate  who  ordinarily  prefers  the  real-estate 
mortgages,  trust  companies  having  trust  funds.  Then,  too,  the  inter- 
est return  on  real-estate  mortgages  is  not  as  attractive  as  many  other 
sound  securities  during  the  past  year  or  two.  In  this  State  par- 
ticularly we  can  not  compete  witn  offerings  by  corporations,  rail- 
roads, and  public  utilities  companies,  because  oi  the  usury  law ;  our 
maximum  rate  being  7  per  cent. 

The  current  rate  of  mortgages  at  the  present  time  is  6  per  cent. 
That  is  the  bulk  of  it,  but  there  are  comparatively  few  being  made 
for  the  reasons  mentioned. 

The  Chairman.  And  then  they  are  only  about  40  per  cent  of  the 
cost  of  the  property  as  against  60  per  cent  prewar  prices,  is  that  so  ? 

Mr.  Baird.  Well,  in  the  mind  of  a  lender  the  same  question  of  the 
stability  of  the  cost  of  the  building  is  uppermost.  If  assured  that 
that  was  the  basis  of  cost  for  a  period  oi  years  the  proportion  that 
would  be  loaned  would  be,  I  think,  at  least  50  per  cent.  In  fact,, 
there  are  some  lenders  that  are  prepared  to  loan  out  60  per  cent  now 
provided  a  certain  annual  sinking  fund  is  set  aside  to  meet  any 
depreciation  in  the  cost  of  building. 

The  Chairman.  Now,  Mr.  Baird,  will  you  tell  the  committee  just 
where  most  of  the  mortgage  money  comes  from  in  the  city  of  Chi- 
cago ?  I  mean  is  it  from  the  banks  or  from  individuals  or  mortgage 
companies,  insurance  companies? 

Mr.  Baird.  Well,  the  mortgage  business  in  Chicago  is  transacted 
by  the  trust  companies  and  mortgage-loan  houses,  and  they  naturally 
are  governed— the  loan  is  made  originally  with  their  own  capital^ 
and  they  are  therefore  compelled  by  the  usury  law,  and  the  commis- 
sion must  not  be  greater  than  what  would  be  equivalent  to  7  per  cent 
on  the  money  for  the  term  of  the  loan. 

The  Chairman.  In  New  York  City  where  there  is  perhaps  five  and 
a  half  billion  dollars  loaned  on  real-estate  mortgages  the  money 
comes  from — much  of  that  money  comes  from  the  savings  ban^ 
direct  to  the  borrower ;  not  a  great  deal  from  the  life  insurance  com- 
panies, and  a  great  deal  of  money  is  loaned  by  mortgage  companies 
who  afterwards  sell  their  mortgages,  guaranteeing  them  to  indi- 
viduals. • 

Mr.  Baird.  I  would  say  that  all — nearly  all  of  the  money  loaned 
on  mortgages — a  few  going  through  the  banks  or  the  mortgage  houses 
are  made  with  a  view  to  disposing  of  them,  passing  them  on  to  per- 
manent investors.  They  are  only  a  temporary  investment  for  the 
various  ones  making  them. 

The  Chairman.  And  these  permanent  investors  are? 

Mr.  Baird.  Well,  they  have  been  life  insurance  companies,  who 
are  out  of  the  market  now  very  largely  because  of  the  attractiveness 
of  other  sound  securities  and  legal  securities  in  the  way  of  an  interest 
return ;  from  savings  banks,  trustees  of  estates,  and  individuals. 
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The  Chairman.  Now,  in  the  case  of  the  insurance  companies  and 
the  savings  banks,  the  income  from  the  mortgage  is  exempt  from 
Federal  taxation,  isn't  it? 

Mr.  Baird.  That  is  as  I  understand ;  ves. 

The  Chairman.  Now.  in  the  case  of  the  individuals  and  the  estates, 
the  income  is  subject  to  taxation,  as  I  understand? 

Mr.  Baird.  It  is,  and  very  heavily.  I  might  illustrate :  One  of  the 
largest  estates  which  we  represented,  or  have  represented  for  many 
years,  went  out  of  the  market  completely  when  our  present  income- 
tax  law  was  enacted.  I  had  hoped  that  he  mig^t  come  back  later;  and 
in  talking  with  him  not  a  great  while  ago  he  said  to  me,  ''  Why,  in 
order  to  make  the  net  return  on  real  estate  mortgages  as  much  as  I 
get  on  exempt  securities.  Government  bonds,  you  would  have  to  get 
me  17  per  cent."  To  net  him  the  same  amount  on  his  money  as  these 
other  class  of  securities. 

The  Chairman.  Our  committee  has  been  informed  that  a  very 
large  estate  here  in  Chicago  formerly  loaned  large  sums  of  money 
on  real  estate  mortgages,  the  Marshal  Field  estate,  and  they  have  not 
only  refused  to  loan  any  more  money  but  are  withdrawing  much 
of  their  former  investments  in  mortgages. 

Mr.  Baird.  That  is  true,  and  have  been  selling  some  of  their  mort- 
gages. 

The  Chairman.  And  the  very  theory  that  you  suggest,  the  Federal 
tax,  is  so  high  upon  investments  that  their  net  returns  sometimes 
do  not  exceed  1^  to  2  per  cent. 

Mr.  Baird.  I  am  so  informed. 

The  Chairman.  Of  course  they  can  buy  Liberty  bonds  or  Victory 
bonds  or  municipal  securities  and  do  better. 

Mr.  Baird.  That  is  absolutely  true. 

The  Chairman.  Mr.  Baird,  have  you  any  suggestion  to  make  to  the 
committee  as  to  legislation  that  might  remedy  that  condition  ? 

Mr.  Baird.  I  believe  the  remedy  would  be  to  modify  the  graduated 
income  tax  in  some  way,  raising  that  revenue,  if  possible,  from  other 
sources.  Otherwise  it  seems  to  me  it  is  a  question  of  supply  and 
demand. 

The  Chairbi AN.  When  you  modify  these  tax  laws,  if  you  are  able 
to,  would  you  then  enact  legislation  forbidding  the  issuance  of  any 
more  tax-exempt  securities  at  the  same  time? 

Mr.  Baird.  I  would  not  want  to  pass  on  that  or  express  an  opinion 
on  that.  Senator. 

The  Chairman.  Mr.  Otto  Kahn  has  suggested  that. 

Mr.  Baird.  I  have  great  respect  for  his  opinion,  but  I  have  not 
studied  it  enough  to  answer  the  question.  There  may  be  some  point 
in  exempting  the  Government  and  municipal  securities,  but  that 
is  a  very  intricate  problem. 

The  Chairman.  It  is  a  very  difficult  problem.  Some  people  have 
suggested,  that  while  we  could  not  very  well  say  that  tnere  should 
be  no  exemption,  we  could  provide  that  part  of  a  tax  should  not  be 
levied  on  securities  of  that  character.  Do  you  have  any  thought, 
or  have  you  given  any  thought  to  the  question  of  exempting  the  in- 
come on  railroad  mortgages  from  taxation? 

Mr.  Baird.  Yes.  I  have  thought  of  that,  since  you  have  made  the 
suggestion.  I  believe  it  has  been  called  to  my  attention.  I  think 
in  principle  it  is  wrong. 
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The  Chaikman.  I  agree  with  you;  in  principle  it  is  wrong,  no 
doubt  about  that. 

Mr.  Baird.  I  think  it  might  help  a  little,  a  trifle  it  would  help. 
For  the*  reason  that  mortgages,  up  to  the  extent  of  $40,000,  would 
be  bought  by  individuals  having  small  incomes,  and  therefore  the 
graduated  tax  does  not  affect  them  as  it  does  large  estates  and  the 
large  investor.  We  are  selling — and  I  think  mortgages  generally 
now  are  sold  for  very  small  amounts  to  the  modest  investor  of 
small  means.  That  is  what  developed  the  system  of  real  estate  mort- 
gage^ bonds,  because  \fe  could  sell  $100,000  issue  in  small  amounts 
where  the  tax  in  the  hands  of  the  purchaser  would  be  nominal, 
whereas  if  the  whole  went  to  an  estate,  why,  it  would  strike  out 
his  interest  in  it  at  once. 

The  Chairman.  Mr.  Baird,  we  do  not  come  here  with  any  cure-all 
for  your  troubles.  We  are  anxious  to  have  you  give  us  your  best 
judgment,  and  other  gentlemen  interested  in  the  subject,  and  we  are 
hopef ulj  very  hopeful,  as  a  result  of  our  inquiry,  which  we  are  mak- 
ing nation-widcj  that  both  labor  and  capital  will  see  the  necessity 
of  doing  somethmg  to  help  relieve  the  situation.  I  think  it  is  fair  to 
say  that  the  industry  is  stagnating  to-day  throughout  the  Nation. 

Mr.  Baikd.  Absolutely. 

The  Chairman.  And  it  has  to  be  revived.  It  is  in  the  hands  of 
the  men  who  are  interested  by  themselves  moderating  their  profit,  by 
labor,  if  necessary,  taking  a  lower  wage  and  giving  a  better  day's 
work.  These  two  things  can  do  better  than  we  can  do  if  we  enact 
laws  for  the  next  20  years.  We  must  think  about  the  condition  in 
Europe,  whether  if  we  let  this  thing  run  too  long  we  will  have  the 
tremendous  popular  uprising  and  demanding  interference  from  the 
Government,  which  I  can  say  for  myself  and  the  committee  would 
deplore.  We  don't  want  the  Government  to  go  into  the  business  of 
furnishing  homes  for  the  people  to-day  as  they  are  doing  in  France 
and  Italy.  So  we  want  to  get  all  the  information  we  can  and  do 
what  is  best.  There  are  two  hopeful  signs.  Some  of  the  material 
going  into  house  and  home  building  has  come  down  in  price,  and 
while  labor  has  not  receded  from  its  schedule  of  efficiency,  yet  I  am 
told  has  greatly  increased  in  the  last  six  months.    That  will  help. 

Senator  Kenyon.  I  want  to  ask  a  question  or  two  about  this  change 
in  the  income  tax  that  you  think  might  be  advisable. 

Mr.  Baird.  Well,  I  am  not  prepared ;  I  am  not  an  expert  on  income 
tax  Jo  say  just  where  it  would  be.  I  am  merely  saying  where — what 
has  prevented  large  capital — what  has  driven  large  capital  out  of 
mortgage  loans,  and  I  think  the  financial  question  here  is  really  the 
apartment  question  in  Chicago.  I  think  some  building  would  go 
ahead,  even  at  present  prices,  if  the  projects  could  be  successfully  and 
reasonably  financed.  I  am  not  sure  that  they  would  go  ahead  at  even 
a  higher  rate  of  interest  if  that  were  possible. 

Senator  Kenyon.  But  if  these  large  estates  and  wealthy  people  in 
general  were  going  to  withdraw  from  these  matters  and  invest  in  tax- 
exempt  securities,  and  keep  that  up,  where  are  we  going  to  get  the 
money  to  run  the  Government,  and  what  effect  is  it  going  to  have  on 
the  people  in  general  if  they  feel  that  the  great  wealth  of  the  country 
is  not  willing  to  bear  this  heavy  burden  of  taxation  ? 
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Mr.  Baird.  I  would  rather  let  you  ask  that  question  of  some  of  our 
bankers  who  will  appear  before  you.  They  nave  studied  that  and 
could  perhaps  tell  better  than  I  can. 

Senator  Kenyon.  Don't  you  think,  too,  the  question  of  home  own- 
ing in  this  country,  as  well  ^s  every  other  country,  goes  to  the  funda- 
mental of  the  best  citizenship  ? 

Mr.  Baird.  No  question  about  it. 

Senator  Kenyon.  A  man  who  owns  his  own  home  is  generally  more 
interested  in  his  Government?  ^ 

Mr.  Baird.  There  is  no  doubt  about  it. 

Senator  Kenyon.  It  is  hard  to  make  a  Bolsheviki  out  of  him 
anyway? 

Mr.  Baird.  There  is  inborn  in  every  man  the  desire  to  have  a  home 
of  his  own. 

Senator  Kenyon.  Then  what  is  there  particularly  wrong  about 
the  (xovernment  assisting  or  stimulating  m  the  home  owning  and 
homebuUding? 

Mr.  Baird.  I  don't  know  as  there  is  anything  inherently  wrong. 
I  question  whether  it  is  wise  to  discourage,  which  I  am  sure  it  would, 
private  enterprise. 

Senator  Kenyon.  Private  enterprise  seems  to  be  discouraged  now. 

Mr.  BaiJu).  Well,  I  sav,  if  things  continue  to  trend  as  they  have 
during  the  last  three  or  lour  months,  I  think  some  of  these  problems 
should  be  worked  out. 

Senator  Kenyon.  You  think  there  are  some  hopeful  signs? 

Mr.  Baird.  I  think  the  few  I  have  mentioned  are  very  hopeful.  I 
have  here,  Mr.  Chairman,  some  communications  that  came  to  us 
from  chambers  of  commerce  from  two  or  three  of  the  near-by  cities. 
I  will  not  take  your  time  to  read  them,  but  if  you  like,  I  will  file  them. 

The  Chairman.  I  will  be  very  glad  to  have  you  file  them. 

Mr.  Baird.  The  story  is  there,  the  same  as  it  is  here. 

The  Chairman.  They  will  be  made  a  part  of  the  record. 

Mr.  Bahu).  Thank  you  very  much. 

(The  communications  referred  to  by  Mr.  Baird  are  here  printed  in 
full  as  follows:) 

Chamber  of  Commerce  of  Fort  Wayne, 

Fort  Waime,  Ind.,  November  9,  1920. 
Air.  Wilt  J  8  W.  Baird, 

President  Aaaoeiat'wn  of  Commerce,  Chieiigo,  III. 

Dear  Sir  :  Pursuant  to  your  communication  of  November  3  In  connection  with 
a  statement  from  us  for  the  United  States  Senate  Committee  on  Reconstruc- 
tion, wliicli  Is  to  hold  hearinjrs  In  Chicago,  Noveml>er  10  and  11,  we  respectfully 
submit  the  following: 

Although  the  increase  in  Fort  Wayne's  population  has  been  steady,  without 
special  variation  in  any  one  year  (census  of  1910,  63,933;  census  of  1920, 
86.549),  home  building  has  fallen  far  behind,  as  shown  in  the  following  table: 


Year. 

Number 

of  houses 

built. 

Esti- 
mated 
3liortag;e. 

1916 

600 

1917 

350 

100 

150 

1200 

250 
500 

191S 

1919 

450 

1920 - 

400 

Total 

1,600 

1  Approximate. 

3915— 21— VOL  1 57 


1 


896  RECONSTRUCTION  AND  PRODUCTION. 

High  building  costs  and  tlie  fixed  belief  on  tlie  part  of  the  general  public  that 
they  will  recede  substantially,  difficulties  and  delays  in  all  building  operations, 
due  both  to  labor  and  material  shortage,  scarcity  of  mortgage  money,  have  all 
been  contributing  factors.  Interest  rates  for  mortgage  money  up  to  50  or 
60  per  cent  of  the  appraised  value  have  Increased  1  per  cent — from  6  i>er  cent 
to  7  per  cent ;  in  some  Instances  a  commission  or  bonus  of  2  per  cent  has  been 
charged.  This  has  been  a  discouraging  factor,  but  by  no  means  as  important 
as  the  scarcity  of  capital  and  the  inability  to  get  any  assurance  from  the  local 
trust  companies  that  they  would  make  any  loans  at  all. 

At  this  writing  money  Is  somewhat  easier  and  the  labor  as  well  as  material 
situation  considerably  improve^.  In  our  judgment,  the  following  would  be  of 
great  assistance  in  stimulating  building: 

Removal  of  the  excess-profits  tax.  This  should  prove  a  very  important  help 
in  stabilizing  prices. 

Improvement  of  transportation  facilities,  which  is  now  apparently  making 
headway,  and  which,  if  continued,  will  very  much  clarify  the  material  shortage. 

Encouragement  on  the  part  of  the  Treasury  Department  given  to  national 
banks  for  investing  a  considerable  portion  of  their  savings  deposits  in  first- 
mortgage  loans  on  moderate-priced  dwellings. 

A  better  understanding  on  the  part  of  the  general  public  that  higher  building 
costs  of  necessity  means  higher  values  for  old  buildings.  Until  the  public 
realize  that  the  landlord  is  not  profiteering  when  he  asks  a  rental  commensurate 
with  the  present  valuation  of  his  property,  capital  will  not  invest  in  building 
homes  for  rental  purposes.  Yield  as  well  as  safety  are  the  two  factors  which 
govern  the  investments  of  capital  in  housing,  and  no  amount  of  legislation  will, 
in  our  judgment,  make  it  available  if  these  two  items  do  not  compare  favorably 
with  other  channels  of  investment. 

Respectfully  submitted. 

Chamber  of  Commerce  of  Fort  Wayne, 
C.  B.  Fitch,  President. 
H.  E.  BoDiNE,  Secretary. 


St.  Joseph  Chamber  of  Commerce, 

St.  Joseph,  Mich.,  November  5,  1920. 
Willis  W.  Baird, 

President  Association  of  Commerce, 

10  South  La  Salle  Street,  Chicago,  III. 

Ukar  Mu.  Baird:  Replying  to  your  letter  of  the  3d  relative  to  the  Chicag«> 
hearing  of  the  Calder  committee,  I  do  not  believe  that  we  could  furnish  a  wit- 
ness that  would  be  of  much  interest  at  this  hearing.  St.  Joseph,  as  you  know, 
is  not  a  large  city,  but  it  is  growing  industrially  in  a  very  gratifying  way. 

We  have  been  able,  through  the  Housing  Corporation,  to  stimulate  the  produc- 
tion of  homes,  and  at  the  present  time  are  almost  keeping  pace  with  the  indus- 
trial growth.  The  conditions  have  not  become  serious,  that  is,  we  have  no 
crowded  tenements,  and  so  far  the  people  have  room  enough  in  which  to  stretch 
themselves.  We  are  assured  that  the  production  not  only  of  low  priced,  but  of 
high  priced  houses  will  be  very  heavy  this  coming  spring,  and  we  have  every 
confidence  in  the  situation.  If  you  think  that  a  witness  from  this  city  under 
these  circumstances  could  be  of  some  assistance,  please  command. 
Yours,  very  truly, 

Ray  W.  Davis. 
Secretary,  St.  Joseph  Chamber  of  Commerce. 


TiiK  Whiteside  County  Building  and  I^an  .\ssociation. 

Sterling,  III.,  Xovnnbcr  6,  1920. 
Chicago  Association  of  Commerce. 

Chicago,  III. 

GENTLEifEN  .*  Your  letter  of  November  3  addressed  to  M.  D.  John,  secretary 
of  the  Association  of  Commerce  of  Sterling,  111.,  has  been  handed  to  me  for  reply 
relative  to  that  part  referring  to  the  division  on  building  and  loan  association 
matters. 

Beg  to  report  that  our  association  has  made  some  loans  in  Sterling  and  Rock 
Falls  this  year,  assisting  in  the  erection  of  new  homes  and  also  making  improve- 
ments on  homes  previously  built.    We  can  further  report  that  there  is  a  great 
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shortage  In  the  housing  proposition  In  Sterling  and  Rock  Falls.    We  have  many 
demands  for  houses  which  we  can  not  fill. 

We  are  of  the  opinion  that  if  a  slight  reduction  In  lumher,  materials,  plumbing, 
heating,  labor,  and  other  materials  used  In  the  construction  could  be  made,  say 
20  per  cent,  there  would  be  a  great  revival  in  the  next  year  in  the  building  of 
new  homes.  But  there  is  a  general  feeling  in  this  community  that  a  reduction 
is  due.  And  unless  a  reduction  Is  made,  we  believe  that  building  operations  may 
be  somewhat  curtailed. 

Kespectfully,  yours, 

Whiteside  County  BuiLDiNii  and  Loan  Association. 
By  John  G.  Wetzel,  Secretary. 


Kankakee  Chamber  of  Commerce, 

Kankakee,  III.,  November  5,  1920. 
Mr.  W.  \\\  Baird, 

President,  Chicago  Association  of  Commerce, 

Chicago,  III, 

Dear  Sir  :  Inclosed  you  will  find  a  report  of  the  housing  situation  in  Kanlcakee, 
111.,  which,  if  it  is  in  proper  form,  we  will  be  glad  to  have  you  submit  to  the 
Senate  committee  conducting  a  hearing  In  Chicago  on  November  10  and  11. 

We  believe  that  the  submitting  of  this  brief  report  will  accomplish  the  aims 
desired  and  we  will  not  have  a  representative  present  unless  you  specifically 
request  it. 

Yours,  very  truly, 

E.  A.  Wabneb,  Secretary. 

The  United  States  Senate  Committee  on  Reconstruction  : 

Through  committee  activity  the  Chamber  of  Commerce  of  Kankakee,  111.,  has 
made  quite  an  elaborate  study  of  the  housing  situation  In  the  city,  and  we 
hereby  submit  the  conditions,  to  wit : 

By  surveys  we  estabHshe<l  that  approximately  500  houses  were  needed  and 
that  an  equal  number  of  laborers  of  no  small  means  would  purchase  a  hou«*^ 
providing  a  financial  plan  could  be  established  which  would  permit  them  to  pay 
for  the  house  from  month  to  month. 

The  local  situation  was  canvassed  and  It  was  found  that  there  were  ample 
vacant  lots  within  the  city  limits  to  build  houses  without  creating  an  Increase 
of  the  price  of  the  lots.  By  this  method  it  was  determined  that  the  city  as  a 
whole  would  be  more  benefited  than  would  be  the  case  if  a  subdivision  were 
created. 

With  this  data  the  committee  of  the  chamber  of  commerce  visited  many  cities 
where  housing  development  was  under  way  and  endeavored  to  decide  uixm  a 
plan  that  could  be  carried  out  in  Kankakee. 

The  general  plan  decided  upon  was  to  create  a  housing  development  company 
and  sell  tlie  stock  of  the  company  to  merchants  and  industrial  heads.  The  fur- 
ther plan  was  to  build  houses  under  a  general  contract  and  to  sell  the  com- 
pleted hous(*s  for  an  initial  payment  of  10  per  cent.  It  was  the  plan  to  have  the 
building  and  loan  association  advance  65  per  cent  on  a  first  mortgage  and  tA 
have  the  housing  company  advance  the  remainder,  or  25  per  cent. 

The  purchaser  then  would  pay  into  the  building  and  loan  association  approxi- 
mately 1  per  cent  per  month.  When  by  these  payments  he  had  paid  in  the  25 
per  cent  advanced  by  the  housing  company  it  was  planned  to  give  him  tlie  deed 
to  the  property  and  to  have  the  building  and  loan  refund  to  the  housing  com- 
pany the  amount  advanced.  Under  this  plan  the  housing  company  would  cease 
to  exist,  as  far  as  the  building  and  loan  and  the  purchaser  of  any  of  the  houses 
was  concerned,  just  as  soon  as  the  purchaser  had  paid  an  amount  sufficient  to 
warrant  the  building  and  loan  dealing  direct  with  the  purchaser. 

In  other  word.s,  the  building  and  loan  would  feel  safe  in  advancing  65  per 
cent  to  the  purchaser  of  a  house  and  the  housing  company  would  take  the  risk 
of  25  per  cent  of  the  balance  until  it  was  paid  In. 

The  above  plan  is  so  similar  to  that  followed  In  other  cities  that  we  will  not 
go  into  further  details,  as  you  are  doubtless  familiar  with  it. 

About  the  time  It  was  proposed  to  conduct  this  scheme,  the  money  conditions 
became  so  stringent  that  the  building  and  loan  association,  even  though  sup- 
I)orted  by  the  local  banks,  doubted  whether  it  would  have  money  enough  on 
hand  to  finance  65  per  cent  for  very  many  buildings.  It  was  also  considered  in- 
advisable to  put  up  a  house  which  would  cost  the  purchaser  $4,000,  for  instance, 


898  RECONSTRUCTION   AND  PRODUCTION. 

If  there  was  indications  that  in  a  few  months  or  a  year  all  those  houses  would  be 
reduced  by  changed  conditions.  If  such  a  situation  arose;  we  thought  that  the 
purchaser  of  any  one  of  these  houses  would  simply  stop  payments,  leaving  the 
building  project  unfinished  and  in  a  worse  shape  than  though  no  effort  bad 
been  made  to  advance  it. 

That  the  shortage  of  houses  is  a  national  problem  is  beyond  question,  and  it 
is  a  general  belief  that  the  Government  should  take  more  steps  to  aid  in  the 
increase  of  housing  developing  projects  in  the  cities  where  the  community 
itself  is  willing  to  do  something  to  aid  in  the  advancement. 

The  situation  in  Kankakee  is  such  that  no  new  developments,  industrial  or 
commercial,  are  hardly  to  be  expected  until  more  houses  are  provided,  while 
the  health  of  the  citizens  is  impaired  because  of  their  inability  to  get  decent 
homes. 

At  recent  conferenc(^s  our  committee  has  attended,  when  the  housing  propo- 
sition was  discussed  it  has  been  suggested  that  if  the  Government  provided 
some  financial  aid  In  the  establishing  of  long-term  loans  at  a  low  rate  of 
interest  that  the  communities  would  be  provided  with  sufficient  cooperation  to 
handle  the  propositions. 

Respectfully  submitted. 

Kankakee  Chambeb  of  Commerce, 
By  E.  A.  Warner,  Secretary. 

The  Chairman.  The  committee  is  going  to  luncheon  with  the  com- 
merce board,  and  have  some  other  engagements,  and  we  will  recess 
now  until  2.10  o'clock.  We  would  like  the  witnesses  that  have  been 
asked  to  come  to  return  at  that  hour.  We  shall  try  to  expedite  their 
appearance  and  give  them  an  opportunity  to  hurry  away  at  the 
earliest  possible  moment.  The  committee  will  stand  in  recess 
until  2.10  o'clock. 

(Whereupon  the  committee  took  a  recess  until  2.10  o'clock  p.  m.) 

AFTER   RECESS. 

(At  2.10  o'clock  p.  m.  the. committee  reassembled,  pursuant  to  the 
taking  of  recess.) 

Mr.  Jamme.  Senator  Calder,  we  desire  to  have  Mr.  Hines  give  his 
testimony  now,  as  he  is  leaving  the  city,  and  we  have  taEen  the 
liberty  of  changing  the  rotation  of  the  program.  We  will  now"  pre- 
sent Mr.  Hines,  of  the  Edward  Hines  Lumber  Co. 

STATEMENT  OF  HE.  EDWABD  HINES,  EEPSESENTING  THE 
EBWASD  HINES  LXTMBEE  CO.,  CHICAGO,  ILL. 

•  Mr.  Hines.  In  appearing  before  this  committee  to-day  I  first  wish 
to  call  your  special  attention  to  the  fact  that  I  do  so  at  the  request  of 
the  entire  lumber  trade  of  the  city  of  Chicago,  and  such  information 
as  I  submit,  so  far  as  the  local  trade  in  Chicago  is  directly  concerned, 
will  cover  the  average  experience  and  record  of  the  entire  trade  in 
this  city. 

First,  at  no  time  within  the  past  five  years,  the  past  five  months, 
the  past  five  weeks,  or  the  past  five  days  has  there  been  any  shortage 
of  lumber  in  this  great  city  which  could  be  classed  as  interfering  with 
the  building  of  either  a  small  residence  dwelling  or  the  largest  mill- 
constructed  buildings.  The  lumber  trade  has  occupied  a  most  unique 
position  in  this  respect. 

As  a  direct  illustration  of  what  service  it  has  rendered  and  did 
render  during  the  w^ar  period,  when  the  Government  required  large 
quantities  of  lumber  on  24  hours'  notice  for  emergency  construction, 
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the  Chicago  himber  yard  deak»rs,  through  a  cominittee  of  five  clothed 
with  full  authority  to  act,  guaranteed  to  load  100  carloads  of  lumlier 
per  day,  largely  finished  sizes,  and  repeatedly  fulfilled  that  contract 
Avith  the  !Navy  Department  in  its  construction  of  the  large  barracits 
at  the  Great  Lakes  Naval  Training  Station.  In  the  majority  of 
cases  cars  loaded  during  the  day  were  switched  through  at  night"  and 
delivered  to  the  grounds  ready  for  use  the  following  morning. 

On  a  telephone  order,  received  on  a  Sunday  afternoon  by  one  rep- 
resentative yard,  45  carloads  of  lumber,  largely  dressed  sizes,  were 
loaded  on  Monday,  switched  overnight,  and  placed  on  the  grounds  at 
Fort  Sheridan  on  Tuesday  morning,  with  the  result  that  the  con- 
tractors were  able  to  coUvStruct  some  86  buildings  in  about  eight  days. 

At  no  time  since  that  pefriod  have  the  lumber  yard  dealers  at 
Chicago  hesitated  or  failed  to  take  care  of  any  requirements  of  the 
city  or  its  tributary  points  with  equal  promptness. 

Lumber  yards  are  distributed  arouna  the  city  in  reasonably  central 
communities  from  the  southern  part  of  the  city  to  the  most  northern 
limits  of  the  city  and  county.  Lumber  is  sold  anywhere  in  Chicago, 
covering  an  area  north  and  south  of  about  30  miles  and  east  and  west 
of  about  10  miles,  at  relatively  the  same  basis  of  cost  per  thousand, 
enabling  the  public  at  all  times  and  at  any  point  to  receive  lumber 
promptly  and  at  comparatively  the  same  basis  of  price,  transporta- 
tion charges  being  equalized  and  averaged  throughout  the  entire 
territory. 

As  an  illustration  that  there  is  not  alone  an  ample  supply  of 
lumber  on  hand  in  Chicago,  but  that  stocks  can  be  fidly  replenished 
from  time  to  time  from  manufacturing  points — that  is,  at  the  mills — 
there  is  not  only  an  ample  stock  for  normal  demands  but,  owing  to  the 
decreased  demand  for  the  past  seven  months,  stocks  on  hand  at  the 
mills  have  constantly  increased,  as  from  the  latest  obtainable  infor- 
mation from  the  southern  districts  there  is  approximately  500,000,000 
feet  more  of  yellow  pine  lumber  in  pile  than  ^ere  was  a  year  ago. 
On  the  west  coast,  from  wiiich  comes  fir,  western  pine,  and  spruce, 
there  is  approximately  an  equal  per  cent  more  of  lumber  on  hand 
compared  with  a  year  ago.  Equally  so  is  the  increased  stock  on 
hand  in  the  inland  empire,  producing  western  pine,  fir,  and  larch. 
The  California  market  likewise;  and  while  stocks  on  hand  in  Wis- 
consin, Minnesota,  and  Michigan  are  not  quite  as  large  proportion- 
ately as  in  the  above-mentioned  districts,  they  have  more  than  ample 
for  normal  demand.  The  reason  for  the  shortage  in  the  Minnesota, 
Wisconsin,  and  Michigan  district  is  due  entirely  to  a  labor  strike 
extending  from  the  1st  of  May  to,  in  many  instances,  August  1,  dur- 
ing which  period,  of  course,  production  was  perforce  largely  cur- 
tailed. Therefore  there  is  an  ample  supply  of  lumber  on  hand  in 
Chicago  for  building  purposes  of  all  kinds  and  plenty  more  promptly 
available. 

Commencing  about  a  year  and  a  half  ago,  liunber  advanced  sharply, 
a  combination  of  causes  bringing  this  about.  The  advances  con- 
tinued gradually  during  the  wmter  of  1919-20  and  reached  the  peak 
about  April  1  or  this  year.  In  this  connection  I  beg  leave  to  file  with 
you  a  statement  taken  from  a  number  of  actual  sales  by  several  rep- 
resentatives lumber  yards,  from  March  23  to  October  27,  1920,  show- 
ing at  various  dates  representative  of  what  might  be  classed  as  ordi- 
nary or  customary  building  sizes  of  material,  together  with  the 


900  RECONSTKUCTION   AND  PRODUCTION. 

quantities  bought,  the  price  per  thousand  sold  for  at  these  various 
periods,  which  shows  that  within  seven  months  the  decline  has  been 
from  18.48  per  cent  to  86.37  per  cent.  In  dollars  and  cents  per  thou- 
sand, by  which  lumber  is  usually  computed,  from  $9  to  $60  per  thou- 
sand; or,  using  carloads  as  a  unit,  with  an  average  of  25,000  feet  per 
carload,  from  $225  to  $1,500  per  car.  These  are  very  large  declines 
when  it  is  considered  that  not  one  item,  including  labor  and  the 
various  supplies  that  enter  into  the  finished  product  of  lumber,  has 
come  down  during  that  period  in  the  city  of  Chicago. 

I  feel  justified  at  this  time  in  saying,  and  shall  be  glad  to  furnish 
absolute  statistics  covering  this  fact,  from  the  manufacturing  opera- 
tions in  which  I  am  individually  interested  in  Minnesota,  Wisconsin, 
and  Mississippi,  manufacturing  the  principal  kinds  of  lumber  used 
in  building  construction  in  Chicago,  in  northern  pine,  hemlock  and 
hardwood,  and  yellow  pine,  that  ^costs  of  operation  have  constantly 
increased. 

For  example,  the  cost  statement  of  the  Virginia  &  Eainy  Lake  Co., 
at  Virginia,  Minn.,  of  which  I  am  president,  the  largest  manufacturer 
of  pine  lumber  in  this  country,  shows  the  cost  of  logging  in  1918  as 
$15.28  per  thousand  feet;  1919,  $21.24;  and  to  date  in  1920,  $29.56. 
Expenses  attending  the  manufacture  of  lumber,  1918,  $8.72:  1919, 
$10.19;  and  to  date  for  1920,  $18.07.  a  showing  almost  100  per  cent 
increase  in  cost  of  logging  and  about  00  per  cent  in  the  cost  of  manu- 
facturing. In  Wisconsin  where  we  operate  three  mills,  the  increases 
show  a  comparatively  equal  advance,  and  approximately  the  same  in 
the  South.  Up  to  the  present  time  there  has  been  no  decrease  in 
the  amount  of  wages  paid,  although  one  is  anticipated.  In  the  case 
of  supplies  there  has  been  comparatively  very  little  decline  as  yet, 
and,  in  fact,  some  items  have  largely  increased,  as  evidenced  in  the 
matter  of  coal,  for  which  we  are  now  paying  $12  per  ton  as  against 
$5.35  in  1919,  or  over  100  per  cent  increase  in  a  year. 

The  lumber  dealers  of  Chicago  have  promptly  and  continuously 
decreased  the  price  to  the  public  as  fast  as  the  manufacturers,  south, 
west,  and  nortli,  have  made  declines  to  them,  and  in  fully  as  great 
proportion,  and  intend  to  give  to  the  public  the  benefit  of  any  further 
changes  there  may  be  in  the  market,  if  for  no  other  reason  than  a 
selfish  one  in  desiring  to  do  their  full  share  to  stimulate  building  in 
order  to  keep  the  volume  up  to  normal  or  as  near  it  as  possible. 

The  volume  of  lumber  sales  in  the  city  of  Chicago  has  decreased 
from  March  of  this  vear  to  the  present  time  about  66|  per  cent,  or 
to  about  one-third  of  the  normal  voliune.  This  of  necessity  greatly 
adds  to  the  cost  of  overhead  and  costs  per  thousand  of  the  percent- 
age of  expense  of  doing  business.  In  order  to  realize  the  same 
profit  per  thousand,  necessarily,  unless  the  volume  soon  increases 
there  will  have  to  be  made  an  mcrease  in  the  selling  price  to  make 
up  for  the  decline  in  volume  and  to  carry  the  extra  overhead.  The 
figures  taken  from  one  representative  yard  in  Chicago  show  an  aver- 
age of  304  employees  with  an  average  wage  scale  of  $80.90  per  week 
during  the  past  seven  months.  For  the  same  period  of  1918  the  rate 
of  wages  per  week  was  $18.85,  showing  an  increase  in  the  wages  paid 
l)er  man  per  week  of  77.8  per  cent  in  less  than  two  years.  In  the 
})laning  mills  operated  by  the  same  company,  which  have  to  do  with 
the  dressing  of  the  rough  lumber  before  delivery  to  the  place  of 
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construction,  the  advance  in  wages  during  the  same  period  was  73.37 
per  cent.  "Vvhile  the  advance*  in  labor  in  the  himber  yards  was  77.8 
per  cent,  the  actual  advance  in  the  handling  costs  was  119.10  per 
cent,  brought  about  partly  through  the  77.8  per  cent  advance  in 
wages  and  partlv  by  the  decreased  efficiency  in  tne  labor  employed. 

It  seems  at  tJiis  time  fitting  to  call  the  committee's  attention  to 
the  fact  that  the  newspapers  of  this  counry  have  failed  to  give 
the  public  the  news  of  the  decline  made  in  lumber  by  the  lumber 
yards,  while  Mr.  Ford  got  on  the  front  page  of  every  newspaper  in 
the  United  States  *when  he  announced  his  cut  in  the  price  ox  cars, 
though  admittedly  his  profit  on  cars  was  much  greater  than  the  profit 
on  lumber  has  ever  been.  Take  also  the  incident  of  John  Wana- 
maker  when  he  announced  a  cut  of  20  per  cent,  which  was  heralded 
in  every  news})aper  in  the  country. 

We  iee\  warranted  in  calling  your  particular  attention  to  the  fact 
of  our  increased  overhead  on  account  of  the  largely  decreased  vol- 
imie  for  the  past  few  months,  and  no  decrease  in  wages  or  supplies 
of  any  kind,  with  less  efficiency  on  the  part  of  labor,  handling  costs 
much  higher  than  a  year  ago,  so  that  our  reductions  in  the  selling 
price  are  simply  reductions  in  the  amount  we  are  receiving  from  the 
public,  without  any  offset  reductions  td  us  whatsoever. 

The  lumber  yards  of  Chicago  have  for  years  carried,  and  .now 
carry,  large  stocks  of  all  kinds  of  lumber.  Tt  is  the  only  city  in  the 
United  States  where  you  can  procure  at  a  moment's  call  any  kind 
of  building  material,  no  matter  what  the  size  may  be,  including 
timbers  of  the  longest  and  largest  character,  up  to  20  inches  by  20 
inches  by  100  feet  long.  Chicago  has  been  for  yeai:s,  and  still  is,  the 
largest  lumber  market  in  the  world. 

Chicago  is  therefore  not  alone  prepared  to  take  care  of  any  local 
trade  of  whatsoever  kind,  no  matter  what  the  emergency,  and  com- 
mence delivery  within  24  hours  after  receipt  of  order,  but  is  also 
in  position  to  ship  to  any  point  within  a  radius  of  a  thousand  miles 
lumber  for  any  character  of  building  purpose  at  a  moment's  notice. 

There  has  been  no  time  when  lumber  not  alone  could  be  had  so 
quickly,  as  compared  with  any  substitute,  and  at  the  same  time 
cneaper  per  cubic  foot  than  any  substitute  could  be  furnished  for. 
So  there  is  no  reason  why,  so  far  as  building  is  concerned  where  wood 
construction  is  used,  it  can  not  be  furnished  promptly  and  at  a  lower 
price  than  any  substitute.  * 

Of  course,  in  making  this  statement,  due  regard  must  be  had  for 
what  labor  and  other  materials  used  in  the  same  structure  is  now 
being  offered  at. 

At  this  time  I  feel  warranted  in  calling  the  committee's  attention 
to  the  outstanding  factor  in  connection  with  building ;  the  fact  that 
lumber  has  for  the  past  six  months  at  least  and  at  the  present  time 
done  not  only  its  full  share,  but  more  than  its  full  share,  in  bring- 
ing about  a  reduction  in  the  cost  of  building.  It  is  not  our  part  at 
this  time  to  suggest  what  others  ought  to  do,  but  we  take  pleasure  in 
laying  before  the  committee  what  lumber  has  done  and  is  now  doing. 

The  production  of  lumber  is  most  widespread  and  more  diversi- 
fied than  any  of  its  competitors,  coming  from  practically  every  State 
in  the  Union.  Nature  has  therefore  made  it  impossible  for  any  prac- 
tical combination  for  the  maintenance  of  prices  as  the  different 
specie  of  wood  are  direct  competitors  one  with  the  other.     Chicago 


902  RECONSTRUCTIOX   AND  PRODUCTION. 

beinff  what  might  be  classed  as  the  hub  of  the  consuming  wheel  of 
the  United  States,  receiving  its  produdts  by  boat  through  the  great 
waterways  of  the  Great  LaSes,  including  Canada,  Minnesota,  Michi- 
gan, and  Wisconsin  in  pine  and  hemlock,  and,  directly  comj^etitive 
with  this  and  equally  serviceable  for  building  is  the  pine,  hr,  and 
larch  from  the  inland  empire,  fir  from  the  Pacific  coast,  yellow  pine 
from  the  South,  equally  desirable,  more  accessible,  and  obtaina±>le 
in  trainloads,  hemlock  by  cars  from  Wisconsin  and  Michigan ;  beau- 
tiful birch  and  other  various  hardwoods  from  Wisconsin  and  Michi- 
gan coming  in  direct  competition  with  the  other  woods  classed  as 
equal,  like  oak,  gum,  etc.,  from  the  Southern  States;  all  directly 
competing  ^oods  from  the  various  diversified  markets  for  the  Chi- 
cago trade,  each  with  the  other,  not  to  speak  of  the  hundreds  of 
manufacturers  in  each  group,  competing  one  with  the  other,  and  each 
representative  wood,  one  with  another,  all  of  which  woods  are  used 
directly  for  building  purposes.  And  the  same  application  can  be 
made  in  a  lesser  degree,  depending  on  the  distances  from  the  manu- 
facturing points  to  the  other  large  commercial  cities  of  the  United 
States,  as  well  as  the  various  consuming  smaller  towns  and  farming 
communities  of  the  United  States. 

From  the  comparative  brief  statement  of  facts  above  presented 
I  would  like  to  have  the  opportunity  of  supplementing  it  with  some 
charts  and  statements  more  in  detail,  and  at  this  time  shall  also  be 
glad  to  answer  any  questions  which  may  occur  to  any  of  you,  to 
enable  you  to  form  a  more  clear  conception  of  the  subject  I  have 
endeavored  to  treat. 

The  Chairman.  You  have  just  stated  that  the  prices  of  limciber 
are  less  to-day  than  they  were  last  spring.  As  I  recall  it,  you  said 
they  run  from 

Mr.  HixES.  From  13  to  35  per  cent. 

The  Chairman.  From  13  to  35  per  cent? 

Mr.  HiNEs.  Yes,  sir. 

The  Chairman.  Can  you  tell  the  committee  what,  for  instance, 
was  the  price  on  short  leaf,  yellow-pine  timber,  average  lengths,  for 
home  building  in  1916  ? 

Mr.  HiNEs.  I  can  not  furnish  the  exact  price  from  memory,  but  I 
will  furnish  the  committee  that  information  from  the  exact  figures. 

The  Chairman.  You  could  not  approximate  that  price,  could  you  ? 

Mr.  HiNEs.  At  the  mills,  the  mill  points,  or  at  Chicago? 

The  Chairman.  No,  here;  to  retail  for  building  purposes,  that 
vour  concern  would  sell  to  the  builders  around  town  here. 

Mr.  HiNES.  What  items,  for  instance? 

The  Chairman.  Say  3  by  8's,  3  by  9  or  10  timber  in  20-foot 
lengths. 

Mr.  HiNES.  Last  spriuj^  the  price  would  be  approximately  $70  a 
thousand.    To-day  the  price  would  be  approximately  $50. 

The  Chairman.  What  was  the  price  in  1916,  do  you  recall  that? 

Mr.  HiNES.  Not  from  actual  memory;  no.  I  prefer  to  give  the 
exact  figures. 

The  Chairman.  Of  course,  $20  a  thousand  is  a  big  reduction.  My 
recollection  is  the  price  in  1916  was  about  $28  or  $30  a  thousand. 

Mr.  HiNES.  That  is  during  the  war. 

The  Chairman.  No  ;  1916,  the  year  before  the  war. 
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Mr.  HiNES.  The  year  before  the  war.  I  oould  not  say  it  from 
memory,  but  I  can  furnish  the  actual  information  if  you  like. 

The  CnAiR3iAN.  I  would  be  very  glad  to  have  you  do  it,  if  you 
please,  the  price  of  yellow-pine  timber  in  1916,  the  spring  of  1920, 
and  to-daj^,  and  also  the  price  of  yellow-pine  roofing. 

Mr.  HiNEs.  The  price  at  the  mill  points  delivered  in  Chicago  in 
April  was  about  $59  a  thousand.  To-day  it  is  $31.  It  was  selling 
then  in  Chicago  at  that  period  at  about  $68  to  $70.  To-day  it  is 
selling  from  $43  to  $45. 

The  Chairman.  Then  you  do  not  recall  the  price  of  that  com- 
modity in  1916  ? 

Mr.  HiNEs.  No ;  not  from  memory. 

The  Chairman.  I  was  anxious  to  find  out  just  what  the  increase 
was  to-day  over  1916? 

Mr.  HiNES.  Yes;  I  could  furnish  that  information  for  you  to- 
morrow. 

The  Chairman.  Thank  you,  if  you*  will  let  us  have  it.  Mr.  Hines, 
do  you  think  there  is  any  good  reason  for  this  committee  to  try  to 
stimulate  building? 

Mr.  HiNES.  My  opinion,  personally,  would  be  this :  I  do  not  think 
it  is  wise  to  stimulate  building  until  you  arrive  at  the  proper  founda- 
tion. I  do  not  think  values  at  the  present  day  would  warrant  the 
committee  in  attempting  to  stimulate  Duilding  for  this  reason :  To  the 
best  of  my  knowledge,  lumber  is  practically  the  only  item  that  has 
made  any  material  reduction,  including  labor,  up  to  the  present  time. 
Going  back  a  short  period,  with  the  proportionate  advances  that 
lumber  has  had,  if  you  started  to  build  a  building  to-day,  in  my 
judgment,  it  would  cost  from  25  to  85  per  cent  more  than  the  same 

uilding  would  cost  if  conditions  would  assume  natural  conditions 
within  the  next  six  months  to  a  year.  Therefore  I  do  not  see  how 
anyone,  if  he  is  a  capitalist  or  a  man  who  would  loan  money,  or  a 
man  building  a  small  home,  would  be  warranted  in  putting  money 
in  a  building  to-day  under  the  conditions  which  in  six  months  from 
now  or  eight  months  from  now  the  cost  would  be  materially  reduced. 

The  Chairman.  You  think,,  then,  there  is  almost  certain  to  be^a 
reduction  in  the  cost  of  other  materials  ? 

Mr.  HiNES.  Why,  if  natural  conditions  follow,  I  think  there  is 
bound  to  be  a  reduction  in  the  high  and  inflated  values  following 
the  war,  both  in  material  as  well  as  labor.  As  an  illustration,  for  in- 
stance, at  the  present  time  in  the  South  our  mills — I  think  most  of  th^ 
mills  are  running  on  a  four-day  basis.  I  just  returned  from  Minne- 
sota Saturday.  We  decreased  our  output  50  per  cent,  shutting  down 
one  mill  entirely.  Now,  that  is  going  to  throw  out,  naturally,  a 
large  proportion  of  our  help.  We  regret  that  exceedingly,  because 
in  those  smaller  towns  it  is  most  difficult  for  men  to  find  employment, 
but  we  could  not  continue  to  run  and  pile  up  lumber  and  borrow 
capital  to  pay  our  pay  rolls,  with  the  conditions  facing  us  at  the 
present  time  of  practically  no  sales.  So  we  were  forced  to  reduce 
our  output. 

The  Chairman.  Your  output  now  under  reduced  conditions  is  even 
greater  than  your  sales? 

Mr.  Hines.  In  Chicago  at  the  present  time  we  are  not  selling  to 
exceed  one-third  of  a  normal  amoimt  of  lumber. 
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The  Chairman.  You  say  "normal."  You  are  thinking  of  the 
period  before  the  war? 

Mr.  Htnes.  Yes ;  under  normal  conditions. 

The  Chairman.  Do  you  think  there  is  a  prospect  of  a  further  re- 
duction in  the  price  of  lumber  ? 

Mr.  HiNEs.  No;  because  lumber  now,  at  the  South,  the  West,  and 
the  North  at  mill  points  within  the  past  30  days  is  selling  for  less 
than  the  cost  of  production  on  the  basis  of  reasonable  value  for 
stumpage  plus  the  cost.  For  instance,,  yellow  pine  is  bringing  now 
in  the  South  somewhere  from  $30  to  $33  a  thousand  average;  and 
based  on  what  the  Government  says  the  stumpage  is  worth,  plus  the 
actual  cost  of  producing  it,  the  average  would  be  more.  Hemlock 
in  the  North  is  in  the  same  position.  Fir  on  the  coast  is  in  the  same 
position. 

The  Chairman.  What  are  the  labor  costs  in  the  mills  as  compared 
to  what  they  were  four  years  ago? 

Mr.  HiNES.  Within  two  years  our  costs  in  Minnesota  in  logging 
is  over  100  per  cent.  In  labor,  in  the  sawmills,  about  73  per  cent  more. 
In  the  South  labor  is  over  100  per  cent  as  compared  with  three  years 
ago. 

The  Chairman.  If  these  labor  costs  go  down,  wouldn't  that  be  in 
turn  a  further  reduction  in  lumber? 

Mr.  HiNEs.  Yes. 

The  Chairman.  You  have  not  yet  tackled  that  proposition,  have 
you? 

Mr.  HiNEs.  Yes ;  we  have.  In  Minnesota,  last  Saturday,  the  ques- 
tion— a  committee  of  the  men  waited  upon  me  and  suggested  they 
would  take  a  20  per  cent  reduction  in  wages  if  we  could  arrange  to 
run  both  plants  this  winter.  I  told  them  we  did  not  feel  safe  in 
running  both  plants  with  the  conditions  as  they  were,  and  I  sug- 
gested making  a  10  per  cent  reduction  in  wages  and  cutting  down 
the  capacity  60  per  cent. 

The  Chairman.  Is  that  what  you  decided  to  do  finally? 

Mr.  HiNEs.  Yes;  and  we  gave  out  in  circular  form  our  reasons, 
and  in  a  very  explanatory  way,  to  the  men,  so  that  they  understand 
our  situation.  It  is  really  a  hardship  in  these  smaller  towns  to  shut 
the  plants  down.  The  men  have  no  other  way  of  occupation  or 
earnmg  any  money. 

The  Chairman.  In  your  opinion,  is  labor  responsible  to  any  ex- 
tent for  the  delay  in  the  building  program  of  Chicago,  and  in  what 
way? 

Mr.  HiNES.  I  would  not  say  that  labor  is  any  more  responsible 
than  the  high  cost  of  materials.  I  think  labor  occupies  practicallv 
the  same  position  as  the  higher  cost  of  materials  occupied.  I  think 
both  material  and  labor  has  to  take  proportionately  less  price  in 
order  to  induce  people  to  build  and  bring  building  down  to  a  normal 
price,  to  influence  capital  to  go  into  building,  to  influence  the  man 
of  small  savings  to  put  it  into  them  with  safety.  In  my  judgment, 
the  quicker  those  things  take  place  the  quicker  you  will  bring  about 
a  natural  stimulation  of  business. 

The  Chairman.  Mr.  Hines,  labor  is  about  three-fourths  of  the 
building,  is  it  not?    Would  you  estimate  as  high  as  that? 

Mr.  Hines.  Well,  I  should  say  about  t\^o-thirds,  including  the 
labor  that  goes  into  the  finished  product  of  the  material. 
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The  Chairman.  Yes.  Some  experts  have  estimated  it  as  lii^h  as 
80.  In  my  general  opinion  it  represents  about  75  per  cent,  when  you 
consider  the  labor  that  goes  into  the  manufacture  of  the  material. 

Mr.  HiNEs.  Well,  what  figures  we  have  is  about  two-thirds,  but 
that  is  flexible. 

The  Chairman.  Tell  me  about  the  efficiency  of  labor.  Is  labor  as 
efficient  as  it  was  before  the  war? 

Mr.  HiNES.  In  my  judgment  it  is  not,  brought  about  by  the  condi- 
tions which  occurred  during  the  war;  the  Lost-plus  system,  to  my 
mind,  has  been  a  sort  of  a  poison  to  both  the  contractor  and  the 
laborer.  It  has  encouraged  less  efficiency,  efficiency  in  labor,  be- 
cause those  having  charge  of  the  work  did  not  receive  the  work  on 
a  competitive  basis.  They  received,  naturally,  a  greater  profit  if  the 
cost  was  greater.  But  speaking  from  a  selfish  standpoint,  of  course, 
they  did  not  take  the  care  to  keep  down  labor  as  well  as  costs. 

The  Chairman.  During  recent  months  has  the  efficiency  of  labor 
increased. 

Mr.  HiNES.  Up  to  the  present  time  I  have  not  seen  where  it  has 
increased  in  efficiency. 

Senator  Kenton.  Mr.  Hines,  as  I  undetstand  your  evidence,  there 
is  plenty  of  lumber  in  Chicago;  there  is  no  shortage? 

Mr.  Hines.  No,  sir;  there  is  a  surplus  in  this  city  at  the  present 
time. 

Senator  Kenyon.  There  is  a  surplus? 

Mr.  Hines.  Yes,  sir:  as  well  as  at  all  mill  points. 

Senator  Kenton.  So  that  if  a  man  has  the  price  he  can  get  all 
the  luml)or  he  wants? 

Mr.  Hines.  Senator,  not  alone  at  the  present  time,  but  that  has 
occurred  during  the  past  five  years. 

Senator  Kenton.  At  all  times? 

Mr.  Hines.  The  last  five  years  at  least. 

Senator  Kenton.  Xow,  in  the  spring  you  quoted  us  prices  of  yel- 
low pine  at  $70  a  thousand. 

Mr.  Hines.  Yes,  sir;  that  was  on  what  you  call  roofer,  6-inch,  No. 
2  dressed. 

Senator  Kenton.  What  month  was  that? 

Mr.  Hines.  That  was  in,  I  should  say,  March  and  April  and  pos- 
sibly part  of  May. 

Senator  Kenton.  Now  the  same  lumber  can  be  purchased  for  $50 
per  thousand  ? 

Mr.  Hines.  We  are  selling  it  now  for  $43  to  $45. 

Senator  Kenton.  From  ^3  to  $45? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenton.  How  long  was  that  same  lumber  at  $70  a  thou- 
sand? 

Mr.  Hines.  Well,  it  commenced  about  a  year  and  a  half  affo  to 
advance,  and  it  went  up.  The  peak  was  reached  about  April  oi  this 
year. 

Senator  Kenton.  April  of  this  year? 

Mr.  Hines.  Yes. 

Senator  Kenton.  Was  that  the  $70? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenton.  Was  that  the  peak? 

Mr.  Hines.  Yes.  sir. 
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iSenator  Kenyon.  Did  it  get  higher  than  that  at  all  during  the 
war? 

Mr.  HiNEs.  Oh,  no ;  it  was  much  cheaper  than  that  during  the  war. 

Senator  Kenyon.  That  was  the  peak? 

Mr.  HiNES.  Yes,  sir. 

Senator  Kenyon.  Now,  in  April  were  your  labor  costs  any  more 
than  they  are  now? 

Mr.  Hines.  They  were  not. 

Senator  Kenyon.  Did  anything  entering  into  the  production  of 
that  lumber  cost  any  more  in  April  than  it  does  now  ? 

Mr.  Hines.  Not  between  April  and  this  date ;  no,  sir. 

Senator  Kenyon.  Well,  then,  if  you  can  sell  it  at  $45  now,  you 
are  making  a  fair  profit,  I  suppose,  on  it? 

Mr.  Hines.  On  the  basis  oi  what  it  can  be  had  from  manufac- 
turing points. 

Senator  Kenyon.  If  you  can  make  a  fair  profit  on  it  now  at  $45 
a  thousand,  you  were  making  a  pretty  fair  one  at  $70  per  thousand^ 
with  the  same  cost  of  production  ? 

Mr.  Hines.  We  are  not  making  as  great  a  percentage.  It  is  just 
about  the  same  at  the  mill  joints  as  at  that  time. 

Senator  Kenyon.  Was  it  costing  any  more  to  produce  it  when  you 
were  getting  $70  a  thousand  than  when  $45  a  thousand  ? 

Mr.  Hines.  In  the  Chicago  yards,  speaking  as  a  whole,  95  per 
cent  do  not  produce  anything.  They  buy  from  wholesalers  or  from 
mill  points.  For  instance,  the  mill  price  in  April  for  that  lumber 
that  was  selling  for  $70  a  thousand  was  then  $58  to  $60  a  thousand. 
To-day  that  mill  price  is  from  $31  to  $32  a  thousand. 

Senator  Kenyon.  What  is  there  about  the  mill  that  has  reduced 
the  cost  of  production  from  April  to  now  ? 

Mr.  Hines.  Commencing  with  April  the  demand  began  to  fall  oflf- 
The  mills  were  confronted  with  a  constantly  increased  manufactur- 
ing cost,  gradually  advancing.  In  many  cases  each  mill,  anticipating^ 
a  further  decline — further  stoppage  in  value,  desiring  to  realize  ana 
probably  pay  up  their  indebtedness — ^began  to  sell.  That  price  went 
down  continually. 

Senator  Kenyon.  Was  there  more  demand  then  than  now  ? 

Mr.  Hines.  Oh,  yes.  The  demand  was  very  great  up  to  about  the 
1st  of  June. 

Senator  Kenyon.  Were  the  mill  costs  any  greater  then  than  they 
are  now  ? 

Mr.  Hines.  The  mill  costs  were  just  about  the  same  as  they  are  at 
the  present  time. 

Senator  Kenyon.  Then  the  mills  must  have  been  making  a  great 
deal  of  money  ? 

Mr.  Hines.  The  mills  were  making,  naturally — as  I  said,  at  the 
present  time,  the  fir  and  yellow  pine  and  hemlock  is  selling  for  less 
than  production  at  the  present  time.  During  April  and  May  they 
were  making  a  substantial  amount  of  money ;  yes,  sir. 

Senator  Kenyon.  ix'^ow  they  are  selling  for  less  than  the  cost  of  pro- 
duction? 
Mr.  Hines.  Absolutely  selling  for  less  than  the  cost  of  production. 
Senator  K^enyon.  Did  they  make  so  much  money  before  that  they 
can  do  that  now  ? 
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Mr.  H1NE8.  No.  The  area  of  what  you  might  class  as  large  profits 
in  the  lumber  business  has  been  for  a1x>ut  the  last  eight  months  prior 
to  the  1st  of  June. 

Senator  Ken  yon.  Prior  to  the  1st  of  June  ? 
Mr.  HiNES.  Yes.* 

Senator  Kenyon.  The  area  of  large  profits? 
Mr.  HiNES.  Yes. 

Senator  Kjenyon.  Well,  I  don't  know  much  about  what  a  lumber 
man  considers  large  profit.    What  do  you  consider  large  profits  ? 

Mr.  H1NE8.  Well,  it  depends  upon  how  large  your  operation  is.  If 
jou  are  carrying  an  operation  in  which  you  may  have  invested  three 
or  four  million  dollars  you  will  have  to  produce  a  certain  amount  of 
lumber  per  year.  Your  interest  on  the  three  or  four  million  dollars 
at  6  per  cent  would  be  close  to  $200,000.  If  you  are  producing  thirty- 
five  or  forty  million  feet  per  year  you  have  to  produce  a  certain  amount 
in  order  to  make  a  profit,  pay  your  taxes,  pay  your  interest  on  your  in- 
vestment. Lumber  is  peculiar  in  this  sense :  You  have  got  to  have  a 
body  of  timber  from  20  to  25  years  in  advance  of  the  saw  in  order  to 
warrant  vour  sawmill.  It  is  different  from  a  cotton  mill  or  woolen 
mill,  where  you  can  bring  the  raw  material  to  your  mill  for  a  great 
many  years.  AVhen  your  timber  area  is  cut  out  then  your  plant  and 
railroad  is  worth  nothing.  So  you  have  to  charge  off  per  year  during 
your  operation  a  certain  percentage  to  take  care  of  that  overhead.  It 
is  limited  by  its  inaccessibility  and  the^cost  of  transporting  raw  mate- 
rial to  the  mill. 

Senator  Kenyon.  Lumber,  then,  has  actually  gone  down  in  the  last 
few  months? 

Mr.  HiNEs.  Since  the  1st  of  June. 

Senator  Kenyon.  Lumber  and  Ford  cars  are  about  the  only  things 
that  have  gone  down,  aren't  they? 

Mr.  HiNBS.  Why,  you  can  count  the  articles  almost  on  one  hand  that 
have  gone  down ;  you  are  right,  however. 

Senator  Kenyon.  And  you  feel  a  little  aggrieved  because  Ford  has 
gotten  so  much  front  space  in  the  newspapers  and  the  generous  lum- 
bermen have  not. 

Mr.  HiNEs.  Why,  I  feel  this  way :  I  think  the  public  should  at  the 
present  time  be  more  vitally  interested  in  lumber  than  Ford  cars. 

Senator  Kenyon.  I  agree  with  you. 

Mr.  H1NE8.  They  should  have  the  information.  We  don't  feel  ex- 
actly aggrieved,  but  I  think  it  is  the  public  duty 

Senator  Kenyon.  Maybe  these  newspaper  boys  will  rectify  that 
error. 

Mr.  HiNES.  I  hope  so. 

Senator  Kenyon.  Probably  the  first  they  knew  about  lumber  going 
down. 

Mr.  HiNES.  I  don't  think  it  is  intentional  on  their  part;  it  is  just 
probably  an  oversight. 

Senator  Kenyon.  Maybe  they  have  not  had  to  buy  any  lumber. 
Are  there  any  associations  of  lumbermen  in  the  country? 

Mr.  HiNEs.  Yes,  sir;  there  are  a  number  of  associations.  There 
were  perhaps  at  one  time  15  different  associations. 

Senator  Kenyon.  Is  there  a  national  association  ? 

Mr.  HiNEs.  Yes,  sir. 

Senator  Kenyon.  What  is  that  called  ? 
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Mr.  HiNES.  Called  the  National  Lumber  Manufacturers'  Associa- 
tion. 

Senator  Kenyox.  Does  it  have  regular  meetings? 

Mr.  Hikes.  No  ;  they  meet  about  every  three  or  four  months.  The 
directors  meet — I  happen  to  be  a  member  of  it  and  one  of  its  direc- 
tors. 

Senator  Kenyon.  How  many  members  are  there  to  that  associa- 
tion ? 

Mr.  Hines.  Why,  it  is  made  up  by  aflSliated  associations.  Each  one 
of  the  affiliated  organizations  having  one  membership  in  the  national. 

Senator  Kenyon.  How  many  does  that  make  in  the  national  as- 
sociation ? 

Mr.  Hines.  Well.  I  would  say  approximately  maybe  a  thousand 
members  out  of  prooably  25,000.  Maybe  I  would  say  possibly  10  per 
cent  of  all  the  manufacturers. 

Senator  Kenyon.  What  are  the  affiliated  associations  that  have 
one  representative  in  the  national  association? 

Mr.  Hines.  Well,  there  is  the  Northern  Hemlock  and  Hardwood; 
there  is  the  Northern  Pine 

Senator  Kenyon.  I  do  not  care  to  have  you  go  into  them  all,  but 
just  in  a  general  way. 

Mr.  Hines.  I  should  judge  there  are  about  10.  That  may  vary  one 
or  two  from  that  number. 

Senator  Kenyon.  Those  are  different  groups  of  associations  ? 

Mr.  Hines.  Yes. 

Senator  Kenyon.  Those  that  are  in  the  pine  have  one  association? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  And  hemlock,  another? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Spruce  another? 

Mr.  Hines.  No  ;  spruce  is  a  very  small  item ;  but  fir  has  another 
and  yellow  pine  has  another. 

Senator  Kenyon.  And  the  producers  of  that  class  of  lumber  have 
their  own  association  or  large  association  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  And  then  from  that  they  go  to  a  national  asso- 
ciation ? 

Mr.  Hines.   Yes,  sir. 

Senator  Kenyon.  They  talk  over  prices,  do  they  ? 

Mr.  Hines.  Not  in  the  national  association.    That  is  considering 
naturally  national  questions,  questions  of  legislation,  questions  of 
forestiy,  and  questions  of  taxes,  and  matters  that  affect  national 
.  affairs. 

Senator  Kenyon.  Take  one  of  the  associations,  the  pine,  did  you 
sav  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Do  you  belong  to  that  ? 

Mr.  lIiNEs.  Yes,  sir. 

Senator  Kenyon.  How  often  do  they  meet? 

Mr.  Hinks.  Well,  last  vear  thev  met,  I  think,  twice. 

Senator  Kenyon.  Twice? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Do  they  do  anything  in  fixing  prices? 

Mr.  Hines.  No,  sir;  none  whatever. 
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Senator  Ken  yon.  Discuss  prices  at  all? 

Air.  HiNES.  No.  Oh,  we  often  discuss  the  relative  values,  like  at 
the  present  time  when  stock  is  selling  less  than  the  cost  of  produc- 
tion. We  liave  our  cost  sheet  and  average  price,  and,  in  a  general 
way,  we  go  over  the  situation 

Senator  Kenyon.  How  long  do  you  expect  to  keep  on  selling 
lumber  for  less  than  the  cost  of  production? 

Mr.  HiNES.  My  judgment  is  until  the  natural  conditions — until 
the  demand  will  begin  to  take  some  of  our  production.  Personally 
at  the  present  time  I  don't  think  it  is  taking  50  per  cent  of  the  pro- 
duction. 

Senator  Kfxyon.  Well,  yon  will  try  and  get  what  it  costs  to  pro- 
duce it  when  conditions  get  better  ? 

Mr.  HiNES.  Well,  we  would  be  very  foolish  if  we  did  not.  I  know 
I  will  trv. 

Senator  Kenyon.  Is  this  sort  of  a  philanthropic  matter  now? 
i^r.  HiNES.  No;  it  is  a  condition  beyond  our  control,  an  actual 
stoppage  of  business.     Firms  need  money  and  have  to  go  out  and 
auction  the  stock  off. 

Senator  Kenyon.  Auction  it  off? 
Mr.  Hint:s.  To  those  who  will  buy  it. 
Senator  Kenyon.  Is  there  any  of  that  going  on? 
Mr.  HiNEs.  Yes. 
Senator  Kenyon.  Where? 

Mr.  HiNES.  Right  in  this  town.  There  are  probably  50  salesmen 
trying  to  sell  lumber. 

Senator  Kenyon.  Auctioning  it  off  ? 

Mr.  HiNES.  They  are  going  around  saying,  ''What  will  you  give 
me  for  this  or  that?*'  The  man  Avho  has  the  money  is  picking  up 
some  lumber  at  attractive  prices. 

Senator  Kenyon.  What  does  he  do,  store  the  lumber? 
Mr.  HiNES.  Puts  it  in  his  yard,  stores  it. 

Senator  Kenyon.  Are  there  any  associations  in  Chicago  of  lum- 
bermen ? 

Mr.  Hines.  Yes,  sir. 
Senator  Kenyon.  How  many? 

Mr.  Hines.  There  is  what  they  call  the  yard  dealers,  and  then 
there  is  what  they  call  the  Wholesalers'  Hardware  Association.  I 
think  there  are  about  five  in  the  city. 

Senator  Kenyon.  Do  they  meet  regularly  ? 

Mr.  Hines.  Well,  I  only  beloong  to  what  they  call  the  Chicago 
Yard  Dealers'  Association,  and  we  meet  on  the  call  of  the  secretary ; 
possibly  every  60  days  and  sometimes  90  days. 

Senator  Kenyon.  That  comprises  all  the  yard  men  of  Chicago? 
Mr.  Hines.  It  does  not  comprise  all,  but  the  large  ones. 
Senator  Kenyon.  All  the  large  ones? 

Mr.  Hines.  Xo;  I  would  say  it  comprises  probably  85  or  90  per 
cent  of  them. 

Senator  Kenyon.  Eighty-five  or  ninety  per  cent  of  them  ? 
Mr.  Hines.  Of  the  representative  yard  dealers. 
Senator  Kenyon.  If  a  man  wants  to  buy  any  lumber  in  Chicago 
can  he  get  any  different  prices  from  the  different  lumber  yards? 

Mr.  Hines.  Well,  there  are  just  about  so  many  different  prices  as 
there  are  yards  in  Chicago. 
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Senator  Kenyon.  There  are? 

Mr.  HiNES.  Absolutely. 

Senator  Kenton.  If  he  asks  for  bids  from  the  different  yards, 
there  are  different  sums  bid,  are  there  ? 

Mr.  HiNEs.  Absolutely. 

Senator  Kenyon.  Do  you  know  of  lumber  associations  in  other 
cities  in  the  United  States? 
•  Mr.  Hikes.  Well,  I  know  in  most  of  the  cities  there  are  associations. 

Senator  Kenyon.  I  have  heard  the  complaint,  Mr.  Hines — it  may 
be  very  unjust — that  in  many  of  the  cities,  and  I  know  one  where  it 
is  true,  at  least,  you  submit  what  you  want  in  the  way  of  lumber,  and 
there  isn't  a  cent's  difference  from  any  of  the  lumber  yards.  How 
do  you  account  for  that  condition? 

Mr.  Hines.  Of  course  such  conditions  may  be  exceptional,  but 
I  happen  to  know  in  most  of  the  larger  cities  of  the  United  States  no 
such  condition  exists. 

Senator  Kenyon.  No  such  condition  exists? 

Mr.  Hines.  Absolutely. 

Senator  Kenyon.  Have  you  made  an  investigation  in  the  smaller 
cities? 

Mr.  Hines.  No.  In  Chicago  particularly,  I  am  pretty  safe  in  say- 
ing, and  I  think  the  larger  contractors  and  consumers  will  bear  me 
out,  that  bids  received  in  Chicago  will  vary  almost  as  much  as  the 
different  yards  in  the  city  of  Chicago. 

Senator  Kenyon.  You  say  there  have  been  during  the  war  period, 
and  while  lumber  was  going  on  to  its  peak  last  April,  as  I  understood 
you,  an  ample  supply  of  lumber? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  And  that  there  was  a  combination  of  causes  that 
advanced  the  lumber  prices  ? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  Was  it  a  combination  of  causes  or  a  combina- 
tion of  lumbermen  ? 

Mr.  Hines.  On  the  contrary,  it  was  just  as  I  stated,  a  combination 
of  causes.  There  has  been  no  combination,  as  far  as  lumber  manu- 
facturers or  yards  were  concerned,  to  advance  prices  to  the  exorbi- 
tant prices  lumber  got  to. 

Senator  Kenyon.  Or  to  hold  prices  stable? 

Mr.  Hines.  Or  to  hold  prices  stable ;  no  sir. 

Senator  Kenyon.  Do  these  associations  try  to  hold  prices  stable? 

Mr.  Hines.  No,  sir. 

Senator  Kenyon.  Just  what  is  the  purpose  of  these  associations? 

Mr.  Hines.  Well,  there  are  various  reasons.  One  is  to  keep  in 
touch  with  the  questions  affecting  the  industry  nationally;  also  to 
keep  in  touch  with  conditions  as  far  as  labor  is  concerned  and  as  far 
as  the  costs  are  concerned,  and  a  variety  of  reasons  of  that  kind. 

Senator  Kenyon.  You  spoke  in  answer  to  Senator  Calder  some- 
thing of  the  coal  situation? 

Mr.  Hines.  Yes,  sir. 

Senator  Kenyon.  How  does  that  affect  your  lumber  situation? 

Mr.  Hines.  For  instance,  in  our  Minnesota  and  Wisconsin  opera- 
tions we  have  railroads  in  connection  with  our  getting  out  our  timber 
from  the  forests  to  the  sawmills,  and  in  all  our  locomotives  we  burn 
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coal ;  and  all  our  hoists  to  hoist  the  losfs  on  the  cars,  which  are  steam 
cars,  we  burn  coal,  and  we  burn  considerable  coal. 

Senator  Kenton.  You  say  there  has  been  about  100  per  cent  ad- 
vance in  the  price  of  coal  ? 

Mr.  HiNEs.  Yes,  sir;  from  $5.35  to  a  little  over  100  per  cent. 

Senator  Kenyon.  Since  when? 

Mr.  HiNEs.  Since  a  year  ago  this  same  month. 

Senator  Kenyon.  ifow  do  you  account  for  the  price  of  coal?  Are 
they  selling  coal  for  less  than  cost  of  producing? 

Mr.  HiNEs.  I  could  not  give  an  intelligent  opinion  on  just  what 
brings  about  the  advance,  but  the  advance  is  there. 

Senator  Kenyon.  Haven't  you  gone  into  it  a  little,  inasmuch  as 
it  affects  business  so  much  ? 

Mr.  HiNEs.  Xo;  we  have  not  as  an  association  or  even  individu- 
ally. We  have  tried  to  get  coal  bids,  to  try  and  get  the  lowest  price 
for  coal. 

Senator  Kenyon.  What  are  you  paying  for  coal  ? 

Mr.  HiNi':s.  $12  a  ton  at  Duluth. 

Senator  Kenyon.  Where  is  that  coal  from? 

Mr.  HiNES.  The  majority  of  that  coal  would  come  through  Cleve- 
land or  Buffalo,  by  boat  from  there  to  Duluth. 

Senator  Kenyon.  Is  it  West  Virginia  coal? 

Mr.  HiNEs.  Some  West  Virginia  coal  and  some  Ohio  and,  I  think, 
Pennsvlvania. 

The^^CHAiRMAN.  $12  at  Duluth? 

Mr.  HiNEs.  Yes,  sir. 

The  Chairman.  WTiat  was  the  price  a  year  ago  ? 

Mr.  HiNEs.  $5.35  a  year  ago. 

The  Chairman.  What  was  the  price  in  1916? 

Mr.  HiNES.  I  could  not  say  positively.    Less  than  that. 

The  Chairman.  Was  it  as  cheap  as  $3  ? 

Mr.  HiNES.  I  would  not  say ;  about  $3.  It  seems  to  me  it  was.  less 
than  $4  a  ton. 

Senator  Kenyon.  Did  you  ever  buy  at  the  mine  and  ship  it  your- 
selves ? 

Mr.  HiNES.  No ;  for  the  reason  that  while  we  have  our  own  boats, 
we  transport  coal  from  Cleveland  and  Buffalo,  being  the  head  of  the 
lake ;  then  take  it  down ;  but  we  have  no  storage  places  at  the  head 
of  the  lake  for  it. 

Senator  Kenyon.  This  coal  you  speak  of  at  $12  a  ton  is  water 
transportation  ? 

Mr.  HiNES.  Water  transportation.  That  is  the  cheapest  way  to 
transport  coal  from  Cleveland,  Buffalo,  and  Duluth. 

Senator  Kenyon.  What  is  the  Lake  port  price  on  that  coal  now? 

Mr.  Hines.  The  Lake  port  ? 

Senator  Kenyon.  Yes. 

Mr.  Hines.  I  could  not  state  that,  because  we  just  get  so  much 
for  transporting  it  from  various  points  to  Duluth.  We  buy  our 
coal  on  the  cars  at  Duluth,  and  on  our  cars  at  Ashland  for  our  Wis- 
consin operations. 

Senator  Kenyon.  You  spoke  of  this  cost-plus  system  as  entering 
into  the  consideration. 

Mr.  Hines.  Yes,  sir. 
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Senator  Kenyon.  How  did  you  figure  that  out,  Mr.  Hines  ? 

Mr.  Hines.  Well,  here  is  the  way  I  figure  that  out:  It  i^vas  a 
system  largely  inaugurated  during  the  war  period.  It  would  have 
an  influence — we  are  all  more  or  less  human — where  a  cost-plus 
proposition  was  made,  the  labor  naturally  would  know  that  they 
would  not  be  scrutinized  as  closely  on  a  cost-plus  proposition  as  on  a 
competitive  basis.  In  many  cases,  as  illustrated  during  the  war,  the 
man  would  quit  on  a  Friday,  work  on  a  Saturday  because  they  got 
time  and  a  half  for  the  Saturday  afternoon ;  they  would  work  on  a 
Sunday  when  they  would  not  work  on  Monday;  they  got  double 
time  on  Simday.  That  thing  has  gotten  into  our  various  corpora- 
tions ;  it  has  gotten  into  our  building  interests  in  Chicago. 

The  Chairman.  Are  contracts  made  that  way  now  ? 

Mr.  Hines.  There  have  been  some  recently;  yes.  You  take  in 
many  of  the  trades  the  cost-plus  system  has  influenced  the  men  to 
decrease  their  efficiency. 

Senator  Kenyon.  1  have  been  trying  to  find  out  for  some  time 
who  invented  this  cost-plus  system.    Do  you  know? 

Mr.  Hines.  Why,  it  was  an  invention  of  those  in  power  during 
the  war  at  Washington. 

Senator  Kenton.  Of  course,  you  exchide  Congress  from  that,  be- 
cause Congress  was  not  in  power. 

Mr.  Hines.  Absolutely.  You  have  enough  sins  to  carry.  I  would 
not  put  that  on  your  shoulders. 

Senator  Kenyon.  Well,  it  has  had  a  pretty  disastrous  effect  on 
things. 

Mr.  Hines.  It  has  gone  all  through  every  commercial  enterprise 
almost. 

The  Chairman.  It  broke  down  the  morale  of  both  business  and 
labor. 

Mr.  Hines.  And  it  oifored  no  opportunity  for  labor  to  produce 
greater  efficiency  whatever — no  premium  on  a  full  day's  work. 

The  Chairman.  In  fact,  there  was  a  premium  on  just  slacking  on 
the  job. 

Mr.  Hines.  Absolutely. 

Senator  Kenyon.  The  devil  ought  to  be  pleased  with  it;  it  made 
more  scoundrels  than  any  other  thin^  that  ever  was  invented. 

Mr.  Hines.  Yes;  I  think  you  are  right  about  that. 

The  Chairman.  Thank  you,  Mr.  Hines. 

Mr.  Hines.  Thank  you,  gentlemen. 

The  Chairman.  Now,  Mr.  Pelouze. 

STATEMENT  OF  MR.  WILLIAM  NELSON  PELOUZE,  PKESIDENT, 
ILLINOIS  MANTTPACTUKEES'  ASSOCIATION. 

The  Chairman.  Col.  Pelouze,  you  are  president  of  the  Illinois 
Manufacturers'  Association,  are  you? 

Mr.  Pei/)Uze.  Yes,  sir,  Mr.  Chairman ;  I  am  privileged  to  be  here 
to-day  as  the  president  of  the  Illinois  Manufacturers'  Association. 

The  Chairman.  Will  you  tell  the  committee  just  what  the  organi- 
zation is  composed  of  and  just  what  its  functions  are? 

Mr.  Pelouze.  The  Illinois  Manufacturers'  Association  comprises 
in  its  membership  the  leading  manufacturers  of  Chicaj^o  and 
throughout  the  State  of  Illinois.    Its  membership  is  approximately 
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2,500.  It  is  unfortunate,  Mr.  Chairman,  that  the  State  of  Illinois 
discourages  among  its  industries  allowing  its  industries  to  provide 
homes  for  its  employees;  it  is  unfortunate  at  this  time.  There  is  a 
law  that  has  been  enacted  by  the  legislature  that  prohibits  an  indus- 
trial corporation  from  dealing  in  or  owning  real  estate  that  is  not 
reouisite  to  the  conduct  of  its  business. 

You  will  recall  a  number  of  years  ago  the  Pullman  Co.  built  the 
model  town  of  Pullman,  and  because  of  that  law  it  was  required  to 
sell  all  its  homes,  the  hotel  there,  theater  buildings,  and,  in  fact,  all 
buildings  that  were  not  necessary  to  the  production  of  its  particidar 
product. 

T  believe  they  were  allowed  to  house  their  horses,  but  were  not 
allowed  to  house  the  drivers  of  those  horses. 

The  statement  that  I  have  to  make  is  very  brief,  and  at  its  conclu- 
sion I  would  like  to  introduce  a  member  of  our  association  who  has 
made  a  great  study  of  this  housing  problem  and  who  will  be  able  to 
present  to  you  miportant  data  and  other  useful  information. 
[Reading:] 

It  is  encouraging  to  note  tlie  interest  displayed  in  tlie  housing  problem  in 
industrial  centers  and  the  sentiment  which  is  being  created  for  more  houses. 
There  has  been  a  good  deal  said  on  the  subject  which  is  being  translated  into 
action. 

The  Illinois  Manufacturers'  Association  has  been  doing  its  part.  One  of 
our  directors  is  president  of  tiie  Chicago  Housing  Association,  and  among  its 
directors  are  included  a  number  of  prominent  manufacturers  members  of  our 
association.  This  housing  association  has  built  175  houses  in  (Chicago.  Those 
liouses  are  attractive,  sanitary  dwellings  of  brick,  tile,  and  stucco,  and  are  now 
occupied  by  contented  families,  who  are  paying  for  them  on  reasonable  terms. 
The  money  for  financing  this  building  project  will  be  secured  by  the  sale  of 
bonds  bearing  6  i)er  cent  Interest.  The  householders  have  20  yet^rs  to  pay  for 
them,  and  are  protected  against  losing  their  investment  by  life,  health,  acci- 
dent, and  fire  insurance. 

It  seems  to  me  that  this  project  has  pointed  the  way  for  solving  the  housing 
problem  in  at  least  one  industrial  center.  When  money  can  be  obtained  for 
building  houses  at  a  reasonable  rate  of  interest  and  the  householders  are.  sure 
that  they  will  be  able  to  pay  for  their  dwellings  the  difliculty  has  largely  been 
overcome. 

The  housing  problem  is  a  forceful  example  of  nature's  law  of  supply  and  de- 
mand. To-day  there  is  an  abundance  of  demand  and  no  supply.  As  soon  as  the 
cost  of  materials  and  the  scale  of  wages  In  the  building  trades  have  become 
normal  again  there  will  ultimately  follow  ample  supply  and  a  diminishing 
demand. 

The  major  factors  have  limited  the  supply  of  houses — the  abnormally  high 
wages  in  the  building  trades  and  the  heavy  cost  of  all  materials  entering  Into 
building  construction. 

If  we  consider  the  number  of  strikes  in  the  building  trades  and  the  compara- 
tively short  time  building  workmen  have  been  employed  during  the  past  year, 
the  conclusion  must  be  reached  that  it  would  have  been  far  more  profitable  to 
the  workers  themselves  had  they  accepted  a  considerably  lower  scale  of  w^ages 
and  been  continuously  employed  than  to  have  exacted  a  high  rate  of  pay  and 
only  work  a  small  part  of  the  time. 

There  is  a  psychological  reason  for  the  failure  to  build  now.  People  hesitate 
to  build  even  though  they  have  money  in  the  bank  available  for  building  pur- 
poses for  much  the  same  reason  as  they  hesitate  to  buy  new  clothes  or  new 
shoes.  They  have  a  feeUng  that  prices  are  coming  dow^n,  and  if  they  wait  until 
next  year  they  can  build  for  much  less.  This  attitude  of  mind  is  impeding  the 
building  program  and  should  not  be  encouraged.  It  is  causing  high  rents,  dis- 
comfort, unrest,  and  interfering  with  industrial  and  business  progress. 

In  a  dwelling  of  moderate  price  the  labor  cost  that  enters  into  all  material, 
transportation,  and  the  construction  of  the  house  itself  represents  approxi- 
matrly  75  pt»r  cent  of  the  total  cost. 

The  Chicago  building  trades  have  agi*eed  recently  not  to  ask  for  an  Increase 
of  wages  for  a  year,  but  their  present  scale  of  wages  is  such  that  people  hesitate 
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to  undertake  the  erection  of  homes.  The  news  that  the  building  trades  have 
agreed  to  the  arbitration  of  jurisdictional  disputes  is  an  encouraging  sign  that 
the  leaders  are  disposed  to  be  reasonable. 

If,  as  stated,  the  ultimate  cost  of  labor  in  a  moderate  type  of  home  represents 
75  per  cent  of  the  total  cost  and  the  present  scale  of  wages  in  the  building  trades 
of  Chicago  is  to  be  maintained  for  a  year,  I  can  not  see  how  any  reduction  in 
the  cost  of  building  materials  alone  will  permit  of  any  marked  decrease  in  the 
final  cost  of  the  home. 

The  Chicago  Tribune  recently  contained  an  article  indicating  that  increased 
efficiency  of  workers  in  the  building  trades  has  made  it  possible  for  contractors 
to  reduce  the  price  of  certain  apartment  and  factory  structures.  This  is  grati- 
fying, for  if  bricklayers  will  lay  more  brick  and  if  carpenters  will  saw  more 
boards  and  use  their  lumuuers,  chisels,  and  planes  a  little  faster  there  will  be 
encouragement  to  people  who  contemplate  building  homes,  but  have  hesitated 
'  on  account  of  the  cost  of  labor. 

The  editor  of  the  American  Building  Association  News  has  stated  that  to 
meet  the  demands  at  least  2,140,000  homes  must  be  constructed  on  or  before 
1926,  and  even  that  number  w«mld  not  equal  a  return  to  prewar  conditions. 
To  meet  this  shortage,  to  keeep  pace  with  the  increasing  population,  there 
must  be  a  greater  measure  of  cooperation  between  all  Interests — exactly  the 
thing,  as  I  understand  it,  your  honorable  body  is  endeavoring  to  accomplish. 
The  bankers  and  other  financial  interests,  railroads,  material  manufacturers, 
real  estate  men,  labor,  landlords,  Federal,  State,  and  municipal  autliorities, 
must  all  coordinate  in  their  efforts. 

The  building  shortage  is  an  economic  condition,  inlierited,  like  a  great  many 
other  abnormal  condlti(ms,  from  the  war.  It  is  a  condition  tliat  legislation  can 
not  altogether  remedy — in  fact,  ill-advised  legislation,  such  as  price  fixing 
and  other  artificial  expedients,  tend  only  to  aggravate  the  situation.  A  great 
many  people  blame  the  landlords,  but  landlords,  especially  those  who  have 
erected  buildings  within  the  last  year  or  two,  necessarily  have  to  ask  rents 
greatly  in  excess  of  the  prewar  period.  Landlords  now  have  to  buy  coal  mined 
under  expensive  conditions  and  transported  under  difficulties.  Janitor  service, 
painting  and  decorating,  repairs  of  every  sort,  are  extremely  high,  and  taxes 
have  greatly  increased.  If  you  try  to  punish  the  landlords  or  limit  them  by  law 
as  to  the  returns  on  their  investment,  as  Is  proposed,  the  building  problem  will 
be  given  a  setback  that  will  materially  disturb  the  situation. 

Many  remedies  will  be  proposed  at  this  hearing  by  persons  who  have  given 
the  matter  careful  thought.  There  is  a  disposition  in  some  circles  to  blame  the 
bankers  because  money  is  not  forthcoming  for  building  purposes,  but  bankers 
are  not  able  to  loan  money  unless  they  can  sell  real  estate  bonds,  and  the  mar- 
ket for  these  securities  is  at  low  tide.  Six  per  cent  real  estate  bonds  and 
even  tkose  which  sell  on  a  7  per  cent  basis  can  not  readily  be  marketed  when 
Federal  and  nmnicipal  securities  are  quoted  at  such  attractive  prices.  The 
men  who  have  large  capital  to  Invest  In  real  estate  securities  on  a  6  per  cent 
basis  in  normal  times  can  not  see  their  way  to  do  so,  because  of  the  heavy  sur- 
tax on  large  incomes. 

The  excess-profits  tax,  which  we  trust  may  soon  be  done  away  with,  increases 
the  cost  of  building,  because  taxes  are  necessarily  added  as  an  overhead  charge. 

It  is  hoped  by  the  Illinois  Manufacturers'  Association  that  the  investigations 
and  deliberations  of  your  committee  will  result  in  developing  a  plan  by  which 
housing  conditions  may  be  improved. 

The  (^iiAuniAN.  Col.  Pelouzc,  what  is  your  business? 
Mr.  Peloi'ze.  I  manufacture  scales  of  different  kinds. 
The  Chairman.  Here  in  the  city  of  Chicago? 
Mr.  Pelouze.  In  the  city  of  Chicago ;  yes,  sir. 
The  Chairman.  What  rate  of  pav  does  vour  men  receive  as  com- 
pared to  1916? 

Mr.  Pelouze.  As  compared  to  what,  sir? 

The  Chairman.  1916. 

Mr.  Peix)uze.  Well,  from  100  to  150  per  cent  advance. 

The  Chairman.  Is  your  labor  as  efficient  as  it  was  in  1916? 

Mr.  Pelouze.  Not  nearly  as  much,  sir. 

The  Chairman.  Men  do  not  do  as  big  a  day's  work  as  they  did? 
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Mr.  Pelouze.  No.    They  are  conimencing  to  now.    They  are  very 
much  better  in  the  last  six  weeks — four  weeks. 

The  Chairman.  Do  you  feel  this  slackening  of  business  in  the 
last  month  or  two  ? 

Mr.  Pelouze.  Oh,  yes.  Xot  only  have  the  canceling  of  orders 
been  going  on,  but  all  of  our  best  customers  are  expecting  a  decline 
and  holding  back.  That  can  only  be  brought  about,  of  course,  by' 
the  mills  reducing  the  cost  of  their  homes.  In  our  particular  line 
there  has  been  no  reduction  in  steel  or  in  castings  whicli  enter  into 
the  manufacture  of  our  goods.  The  great  cost  now,  in  addition  to 
the  materials,  of  course,  is  labor.  Labor  is,  perhaps,  80  per  cent  of 
the  cost  of  our  manufactured  product. 

The  Chairman.  Is  there  any  disix)sition  on  the  part  of  labor  to 
take  a  lower  wage  ? 

Mr.  Peix)uze.  There  isn't.  They  begin  to  realize  that  they  will 
hare  to.  but  thej'  are  resisting  in  everjr  possible  way. 

The  Chairman.  Is  your  shop  unionized? 

Mr.  Pelouze.  Only  a  part.  My  factory  is  an  open  shop.  I  have 
some  union  men  there,  but  I  do  not  ask  the  question. 

The  Chairman.  If  a  man  comes  along,  if  you  want  him  you  employ 
him? 

Mr.  Pelouze.  Exactly. 

The  Chairman.  And  do  not  ask  whether  he  belongs  to  a  union 
or  not? 

Mr.  Pelouze.  No,  sir. 

The  Chairman.  You  do  not  jnake  tliat  a  bar  to  employment? 

Mr.  Pelouze.  None  whatever. 

The  Chairman.  Did  I  understand  you  to  say  this  building  proj- 
ect referred  to  in  vour  statement  was  in  the  city  of  Chicago  f 

Mr.  Pelouze.  ites.  sir.  There  is  a  Chicago  housing  association 
that  has  in  the  last  two  years  built  137  houses.  Now,  the  gentleman 
vho  is  a  member  of  our  association  and  whom  I  referred  to  is  the 
one  who  knows  all  about  that.  He  is  here,  and,  as  I  say,  ne  can 
give  you  very  important  information. 

The  Chairman.  Colonel,  do  I  understand  that  the  Illinois  stat- 
utes forbid  a  manufacturer  from  building  houses  for  his  employees 
to  live  in  ? 

Mr.  Pelouze.  The  statute,  as  I  was  told  this  morning,  prohibits 
an  industrial  corporation  from  dealing  in  real  estate  where  that 
real  estate  is  not  essential  to  the  proper  conduct  of  its  business. 

The  Chairman.  Would  that  debar  a  manufacturer  in  this  State, 
for  instance,  from  building  separate  houses  and  renting  them  ? 

Mr.  Pelouze.  Yes,  sir;  it  would..  That  would  be  in  the  real  estate 
business. 

The  Chairman.  Or  from  building  houses  and  offering  them  for 
sale  ? 

Mr.  Pelouze.  I  doii't  think  they  could  do  that  under  the  law. 

The  Chairman.  It  is  a  strange  law? 

Mr.  Pelouze.  It  is  strange. 

Senator  Kenyon.  Just  a  question  or  two.  Colonel,  your  sugges- 
tion about  the  exce&s-profits  tax.    What  would  you  put  in  its  place? 

Mr.  Pelouze.  Well,  I  think  that  we  will  have  to  increase  the  tariff 
a  litttle. 

Senator  Kenyon.  Increase  the  tariff? 
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Mr.  Pelouze.  Yes:  to  protect  the  manufacturer. 

Senator  Kenyon.  To  protect  the  manufacturer  at  the  same  time? 

Mr.  Pelouze.  Yes,  sir. 

Senator  Kenyon.  Now,  you  spoke  of  the  wages.  Labor  comprise 
75  to  80  per  cent,  and  that  labor  must  take  a  less  wage.  Must  there 
not  be  less  profits  too,  as  well  as  less  wages?  Haven't  profits  been 
abnormally  high? 

Mr.  Pelouze.  You  mean  manufacturers'  profits? 

Senator  Kenyon.  Yes. 

Mr.  Pelouze.  No,  sir. 

Senator  Kenyon.  Well,  outside  of  the  lumber  business? 

Mr.  Pelouze.  I,  of  course,  can  only  speak  for  myself.  Our  prices 
have  been  advanced,  but  not  in  proportion  to  the  cost  of  material 
or  labor,  because  the  product  we  manufacture  would  not  stand  it. 

Senator  Kenyon.  Take  window  glass,  for  instance.  That  has  gone 
up  some  300  per  cent. 

Mr.  Pelouze.  That,  I  know  nothing  about.    I  know  the  price  is 

"'gS  Kb»™..  When  you  talk  .bo„t  reducing  labor,  if  prom. 

are  too  high,  thev  must  be  reduced  too. 

Mr.  Pelouze.  Yes;  but,  Senator,  you  forget  that  in  the  case  of 
labor,  the  cost  of  labor  is  probably  about  80  per  cent.  When  you 
talk  about  the  cost  of  materials  you  must  take  into  consideration  the 
cost  of  the  labor  in  those  materials. 

Senator  Kenyon.  You  think  75  or  80  per  cent  of  all  those  costs  is 
labor  ? 

Mr.  Pelouze.  I  think  75  per  cent  is  conserv^ative.  Mr.  Hines 
stated  on  the  stand  that  he  thought  two-thirds  represented  lumber, 
or  maybe  three-fourths. 

Senator  Kenyon.  With  the  cutting  down  in  the  cost  of  labor, 
there  must  be  a  cutting  down  of  the  price  of  what  labor  has  co  buy. 

Mr.  Pelouze.  Yes.  It  would  be  a  great  hardship  if  labor  were 
cut  atid  the  things  they  have  to  buy  were  not  cut,  we  think,  but  it 
is  inevitable,  it  is  coming. 

Gentlemen,  I  would  like  to  present  Mr.  B.  J.  Rosenthal,  a  meml>er 
of  the  Illinois  Manufacturers   Association. 

STATEMENT  OF  H£.  BENJAMIN  J.  BOSENTHAL,  MANAaiNO 
DIBECTOB,  GHIGAOO  HOUSINa  ASSOCIATION. 

The  Chairman.  Mr.  Rosenthal,  just  what  is  your  position? 

Mr.  Rosenthal.  I  am  the  managing  director  of  the  Chicago  Hous- 
ing Association. 

The  Chairman.  That  organization  is  engaged  in  the  business  of 
building  homes? 

Mr.  Rosenthal.  The  organization  was  formed  just  a  year  ago.  It 
is  a  corporation  legally  organized  with  nine  stockholders;  $600,000 
was  the  capital  that  was  subscribed.  Mr.  Armour  subscribed 
$100,000,  Mr.  Julius  Rosenwald  $100,000,  Mr.  L.  F.  Swift  $100,000. 
I  subscribed  $100,000.  Mr.  Wilson  $50,000,  Mr.  Wrigley  $50,000, 
Mr.  Edward  Morris  $50,000,  Mr.  F.  W.  Upham  $25,000,  and  Mr. 
A.  D.  Lasker  $25,000. 

The  understanding  was  that  that  $600,000  should  be  used  as  a  re- 
volving fund  with  which  to  buy  our  lumber  at  wholesale.    We  would 
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standardize  our  homes.  We  would  buy  the  land  and  subdivide,  and 
with  that  would  sell  those  homes  at  cost  to  the  smaller  wage  earners, 
and  that  no  stockholders  should  receive  more  than  6  per  cent  inter- 
est on  his  investment — nothing  aside  from  that.  We  built  these 
homes,  starting  just  a  year  ago.  We  completed  them  recently,  about 
175  of  these  homes.    You  have  the  pictures. 

Before  I  go  further,  with  your  permission,  I  think  I  might  tell  you 
something  that  led  up  to  the  founding  of  this  whole  organization, 
because  you  are  not  familiar,  perhaps,  with  the  housing  conditions 
in  Chicago,  except  what  you  read  in  the  papers. 

I  may  say  to  you  that  for  the  past  five  years,  outside  of  looking 
after  my  business  interests,  I  have  done  nothing  but  devote  all  of 
my  time  to  a  survey  of  housing  in  the  city  of  Chicago.  A  survey 
does  not  mean  just  talking  to  people,  but  means  actually  entering  the 
homes.  I  visited,  in  my  own  person,  perhaps  a  dozen  homes  in  the 
city  of  Chicago.  I  have  covered  every  point  in  the  citv  of  Chicago 
on  all  our  sides ;  have  talked  to  people  in  their  homes ;  1  have  talked 
to  the  families,  gone  over  their  budgets,  etc.,  to  see  just  what  they 
can  pay,  and  we  have  investigated  their  actual  conditions. 

We  make  this  statement  for  your  committee  to  take  home  to  Wash- 
ington if  you  wish :  That  the  minimum  shortage  of  homes  to  prop- 
erfv  house  the  people  in  our  city  is  50,000. 

Senator  Kenyon.  Fiftv  thousand  homes? 

Mr.  Rosenthal.  Fifty  thousand  additional  homes  until  we  prop- 
erlv  house  the  people  of  Chicago. 

1  make  the  rurther  statement  that  there  are  not  less  than  500.000 
people  in  the  city  of  Chicago  who  are  improperly  and  insufficiently 
and  viciously  housed. 

Senator  Kenton.  That*  is  outside  of  the 

Mr.  Rosenthal.  In  the  city  of  Chicago ;  in  the  limits  of  the  city 
of  Chicago.  I  make  the  statement  that  there  are  thousands  of 
families  who  have  doubled  up  in  the  city  of  Chicago,  where  common 
decency  would  demand  that  they  shoukt  Ivve  at  home ;  that  they  live 
in  basements;  that  they  live  in  cellars;  that  they  live  in  attics;  that 
they  sleep  four  in  a  bed  very  f requentlv :  it  is  not  infrequent  at  all. 
Three  in  a  bed  is  almost  the  average.  P^ntire  families  in  Chicago  are 
sleeping,  eating,  dressing,  and  living  in  a  single  room,  with  children ; 
boys  and  girls  who  have  arrived  at  the  age  of  adolescence  are  sleep- 
ing to-day  in  beds — sleeping  together;  that  parents  are  sleeping  m 
beds  with  two  children  in  many  cases;  that  there  are  many  families 
still  using  outside  privies;  that  there  are  beds  in  almost' every  con- 
ceivable place,  beds  in  closets,  beds  in  hallways ;  that  there  are  thou- 
sands of  families  using  these  outside  privies,  as  many  as  20  people 
using  these  couA-eniences ;  that  there  are  toilets  in  halls  where  the 
people  have  to  take  candles  to  find  their  way  even  to  enter  into  these 
places;  and  that  the  housing  conditions  in  the  city  of  Chicago  have 
reached  a  point  where  people  who  wish  to  marry  can  not  even  marry 
•  because  they  can  not  find  homes  to  live  in,  and  that  economically  the 
rents  have  advanced  in  many  cases,  so  that  many  children  have  been 
taken  out  of  school  in  order  to  help  the  family. 

I  want  to  say  to  you  this  is  a  survey  that  has  covered  a  period 
of  probably  five  years;  I  started  this  house  investigation  work  five 
years  ago,  wrote  a  book,  a  copy  of  which  I  will  leave  with  you.    It 
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was  interrupted  during  the  war.  and  there  is  a  chapter  there  devoted 
to  housing  that  may  be  of  some  slight  interest  to  you. 

Senator  Kenton.  You  do  not  a^ree  with  the  building  commis- 
sioner, do  you,  that  that  is  not  a  serious  problem  in  Chicago  ? 

Mr.  Rosenthal.  I  have  told  you  the  facts  as  I  believe  them,  as  T 
have  found  them  from  a  survey  that  I  have  personally  made  in  the 
homes. 

I  make  the  statement  to  you  that  we  have  a  condition  in  Chicago 
with  17  people,  average,  in  a  single  house — a  single  house  with  17 
people. 

The  Chairman.  That  is,  a  house  built  for  one  family? 

Mr.  Rosenthal.  Originally  for  one  family.  They  take  a  two- 
story  house  built  for  one  family ;  they  erect  partitions  between  them, 
and  have  a  back  entrance,  a  front  entrance,  and  side  entrance  and 
basement,  and  then  they  crowd  the  families  all  together.  That  is 
the  exact  situation  in  any  number  of  cases  in  the  city  of  Chicago. 

If  you  will  go  into  our  courts,  our  juvenile  courts,  for  instance^ 
where  20,000  children  were  brought  for  trial  under  20  years  of 
age — charged — under  17  years  of  age,  charged  with  delinquency  or 
dependency,  and  other  crimes — we  have  sat  opposite  the  judge  in 
that  court  room  time  and  time  again,  and  the  evidence  shows  con- 
clusively that  many  of  those  children  were  the  victims  of  vicious 
housing,  bad  home  environment,  and  have  been  taken  advantage  of 
because  they  had  to  sleep  in  rooms  where  the  conditions  were  con- 
ducive to  crime. 

I  make  the  statement  that  a  great  deal  of  your  crime  that  exists 
in  the 'city  of  Chicago  is  due  to  vicious  housing.  The  records  show 
that  most  of  the  crimes  are  committed  b.y  j^oung  people  under  25 
years  of  age.  I  can  show  you  conclusive  evidence  here.  Here  are 
12  men  that  were  sentenced  to  be  hanged  in  the  city  of  Chicago,  and 
you  will  see  9  of  them  are  under  25  years  of  age,  I  believe.  One 
IS  only  18  or  19.  These  children  have  no  place  to  plav  but  out  on 
the  street,  because  they  have  no  beds  in  the  rooms.  We  have  gone 
into  court,  we  have  found  where  they  raided  a  so-called  gambling 
house,  which  was  nothing  but  a  pool  room,  where  they  took  25  boys 
under  25  years  of  age,  arrested  them,  charged  with  being  inmates. 
We  know  where  these  boys  lived.  We  know  there  is  no  community 
center.  We  know  there  is  no  other  place  for  them  than  these  pool 
rooms,  and  they  go  into  these  pool  rooms  and  are  arrested,  charged 
with  crime. 

I  tell  you,  the  condition  is  very  serious.  I  tell  you  that  I  believe 
that  a  great  deal  of  this  unrest  is  not  an  economic  unrest  but  a 
social  unrest.  I  tell  you,  the  labor  turnover  that  we  have  complained 
of  so  much  is  not  due  so  much  to  the  inefficiency  of  the  workman 
but  the  inefficient  way  in  which  the  workman  is  housed,  if  he  has  to 
sleep  and  live  in  the  conditions  I  have  described. 

We  have  entered  these  homes  and  talked  to  the  families.    We  have, 
seen  the  condition  of  the  mother;  and  the  mental  state  is  not  con- 
ducive to  good  work  on  the  part  of  the  workmen. 

I  say  to  you  that  if  it  were  not  for  this  housing  condition  we 
would  not  have  to  build  more  jails  and  more  hospitals  and  more 
institutions.  We  have  come  to  the  parting  of  the  ways,  and  we 
must  do  something  drastic.  We  tried  when  we  built  these  homes  to 
raise  the  money  in  four  ways.    We  thought  we  could  get  our  liquid 
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capital  so  that  we  could  go  on  and  build  more  homes.  We  went  to 
the  banks  first.  The  banks  said,  "  We  can  not  take  these  securities ; 
for,  in  the  first  place,  they  are  6  per  cent,  and  money  is  7  per  cent." 
Notice  that  wnile  there  is  considerable  equity  in  these  homes,  and 
we  think  there  was  considerable  equity,  because,  as  I  explained,  we 
bought  many  for  cash,  we  subdivided  the  land,  turned  the  profit 
into  the  purchase  of  these  homes,  and  we  think  we  built  them  eco- 
nomically, with  as  little  overhead  as  possible.  We  only  paid  1^  per 
cent  to  the  contractor.  We  have  had  considerable  building  experi- 
ence ourselves. 

Yet  the  banks  said  there  was  not  enough  equity  in  the  proposition ; 
they  could  not  buy  those  bonds.  We  would  not  pay  any  commission 
because  we  did  not  feel  justified  in  paying  5  or  10  per  cent  commission ; 
we  allowed  only  1  per  cent  for  selling  these  bonds,  because  we  thought 
there  was  enough  altruism  in  the  people  of  Chicago  that  it  would 
result  in  the  purchase  of  these  bonds. 

The  banks  refused  to  take  them ;  they  said  that  business  conditions 
were  such  that  they  had  not  the  money.  We  went  to  the  industries. 
We  went  from  house  to  house.  They  said :  "  We  can't  buy  those 
bonds ;  we  haven't  the  money.  Conditions  are  bad  and  Ave  need  the 
money;  we  are  paying  10  per  cent  for  money  now.  We  can't  buy 
those  bonds."  Then  we  went  into  the  factories  and  made  speeches 
to  the  employees,  and  said  to  the  employees :  "  For  God's  sake,  this 
is  done  for  your  benefit ;  when  you  buy  these  bonds  they  are  as  good 
as  gold.  There  is  a  life-insurance  policy  connected  with  them."  I 
might  say  the  rate  is  lower  than  the  Government  fixed  during  the 
war.  In  the  event  of  death  these  rents  are  paid  for;  so  you  don't 
take  any  chances.  There  is  a  health  policy  in  the  event  of  sickness 
during  the  period  up  to  six  months,  the  payments  are  made  by  the 
insurance  company.  There  is  a  fire-insurance  policy.  In  the  event 
of  fire  they  are  fully  protected.  We  believe  that  the  employees  should 
take  them." 

We  received  no  response.  We  asked  the  employers  to  take  them. 
They  said :  "  Well,  you  have  sold  millions  of  dollars'  worth  of  Lib- 
erty bonds ;  those  bonds  have  depreciated.  The  employees  are  afraid 
to  take  any  more." 

So  I  say  to  you  now,  we  have  reached  the  parting  of  the  ways  as 
far  as  Chicago  is  concerned.  The  banks  won't  take  them,  the  work- 
ing people  won't  take  them.  There  is  but  one  resource  left  for  us, 
and  that  is  your  own  committee,  it  seems  to  me,  must  find  some  means 
whereby  the  Government  will  get  back  of  this  proposition  in  some 
way.  There  have  been  different  propositions  advanced.  X  sugges- 
tion was  made  that  you  take  the  savings  deposits  upon  which  the 
Government  was  paying  2J  per  cent,  take  that  money  and  loan  that 
for  the  purpose  of  building  homes,  at  6  per  cent,  if  you  please,  which 
the  people  would  be  glad  to  pay,  without  commission,  and  keep  that 
3|  per  cent  which  you  make  as  a  reserve  to  take  care  of  that.  That 
is  one  suggestion.  Whether  that  is  a  good  suggestion  or  not  I  don't 
know. 

Suggestions  have  been  advanced  that  the  municipalities  remit  any 
tax,  that  is,  the  real-estate  taxes.  In  other  words,  that  a  home  built-^ 
a  moderate- priced  home,  we  will  say — under  $10,000,  for  a  residence, 
or  under  $50,000  for  an  apartment  building,  that  there  be  no  real- 
estate  taxes  on  such  homes  built  within  a  couple  of  years. 
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The  Chairman.  Have  it  extend  for  a  period  of  years? 

Mr.  Rosenthal.  A  period  of  10  years,  because  the  people  could 
then  build  homes  and  because  they  have  been  told,  "If  vou  build 
those  homes  they  may  depreciate  in  value."  We  say,  "Don't  be 
-afraid;  if  they  do  you  are  going  to  be  exempt  from  taxes." 

The  Chairman.  In  New  Jersey  ihey  have  passed  a  law  exempting 
buildings  for  a  period  of  five  years,  and  in  New  York  we  have 
passed  a  law  giving  to  the  local  board  of  aldermen  the  right  to 
exempt  for  a  period  of  10  years. 

Mr.  Rosenthal.  Then  the  suggestion  you  made,  Mr.  Chairman, 
and  some  of  your  committee,  that  perhaps  the  income  tax  be  so 
changed  that  investments  made  in  moderate-priced  homes  or  apart- 
ment buildings  of  moderate  price,  they  be  relieved  of  that  excess- 
profits  tax.  That  would  stimulate  things.  But  I  say  to  you  now, 
and  I  am  sorry  I  have  taken  up  so  much  time,  that  the  situation  is 
very  serious  in  Chicago.  I  speak  of  other  cities  where  I  have  been, 
but  I  am  concerned  principally  about  our  own  city. 

You  talk  about  Bolshevism.  I  thiiik  I  heard  Senator  Kenyon 
make  the  statement  that  a  man  who  owns  his  own  home  would  not 
become  a  Bolsheviki.  Bolshevism  stalks  about  just  in  those  verj' 
homes  I  have  told  you  about.  We  should  encourage  home  owning. 
It  is  ridiculous  to  talk  Americanization  to  these  people  in  these 
homes.  You  must  civilize  them  first.  They  are  not  civilized.  ITou 
must  humanize  them  first.  They  are  not  human.  They  do  not  live 
•like  human  beings.  We  can  show  you  four  houses  built  on  a  single 
lot.  Thev  moved  an  old  house  buck  that  was  25  vears  old,  and  have 
built  in  front  of  it,  and  have  moved  it  back  and  back  again.  There 
is  no  light  between  the  houses  and  there  is  no  light  getting  into  the 
houses.  Our  municipal  sanitoria  are  filled;  we  can  not  take  care 
of  the  people.  If  we  had  given  them  fresh  air  and  light  before 
they  would  not  be  in  these  sanitoria.  Go  to  Eincoln,  111.,  where  we 
have  2,000  children.  I  say  to  you  I  know  how  some  of  these  children 
have  been  raised :  we  have  been  in  the  homes.  Your  morons,  degen- 
erates, your  imbeciles,  and  a  great  many  of  those  children  are  the 
creatures  of  our  own  mismanagement  in  the  matter  of  housing. 

The  Chairman.  You  have  built  175  of  these  houses '5 

Mr.  Rosenthal.  We  have  built  175  of  those  homes.     We  wish  your 

ft, 

committee  could  see  them  before  you  go  away.  We  would  be  glad  to 
take  you  out  there. 

Senator  Kenyon.  WTiere  are  thev  ? 

Mr.  Rosenthal.  Eighty-seventh  and  State  Streets.  They  are  two- 
storv  homes,  brick  on  hollow  tile  and  stucco,  built  on  lots  80  bv  160 
feet. 

Senator  Kenyon.  Built  for  one  family? 

Mr.  Rosenthal.  One  family  only.  Three  bedrooms,  a  bathroom, 
a  sanitary  floor  in  the  bathroom,  and  a  closet  in  every  room. 

The  Chairman.  How  big  is  the  house? 

Mr.  Rosenthal.  Twenty-two  by  twenty-six,  and  a  big  space  for 
garden  in  the  rear.  Over  3,000  square  feet  for  garden.  We  are 
going  to  plant  the  seed  ourselves  the  first  year.  We  are  going  to 
instruct  them  how  to  garden  so  that  they  will  reduce  the  cost  of 
living. 

The  Chairman.  How  many  of  those — are  you  building  these  to 
rent  or  to  sell  ? 
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Mr.  Rosenthal.  .These  are  all  sold,  all  but  a  few.  We  sold  them 
all  but  a  few.  They  are  sold  to  wage  earners,  and  they  are  sold  in 
a  restricted  way. 

The  Chair^ian.  You  have  been  able  to  sell  them  despite  the  high 
prices? 

Mr.  Rosenthal.  Unfortunately,  they  cost  more  than  we  intended 
to  pay  for 'them.  We  could  have  sold  thousands  of  them,  but  we 
selected  a  list  of  175,  and  then,  unfortunately,  before  we  finished, 
they  cost  a  little  more,  and  for  reasons  which  we  thought  were  good 
and  sound  we  had  some  of  those  people  back  out.  We  gave  them 
their  money  back.  They  paid  deposits,  and  even  gave  some  people 
expenses  they  had  incurred  expecting  to  move,  etc.,  because  we  felt 
we  had  taken  border  line  cases,  for  our  limit  was  that  a  man  must 
earn  at  least  four  times  what  his  monthly  payment  should  be. 

The  Chairman.  What  was  the  average  price  ? 

Mr.  Rosenthal.  We  sold  those  for  $5,700.  Thev  all  sold  at  one 
price. 

I  want  to  say,  in  passing,  the  figures  we  have  right  here  from  re- 
sponsible contractors,  to  duplicate  those  homes  to-day,  will  run, 
without  the  land,  $9,500.  We  sold  those  homes  for  $5,700.  They 
paid  $25.70;  $11  is  applied  on  principal,  the  balance  on  interest.  A 
nome  pays  for  itself,  on  those  payments,  in  20  years.  There  is  a 
life-insurance  policy  and  a  fire  and  health  and  accident  policy  which, 
depending  upon  the  age  of  the  person  insured,  runs  to  about  $4  a 
month. 

The  Chairman.  Those  houses  are  practically  all  occupied  ? 

Mr.  Rosenthal.  One  hundred  and  forty  are  occupied. 

The  Chairman.  One  hundred  and  forty  of  them  ? 

Mr.  Rosenthal.  Yes.  We  will  get  all  our  money  back  at  that 
price,  but  meanwhile  we  canceled  our  securities,  and  we  can  not  get 
our  original  capital  stock  back,  and  we  are  at  a  standstill. 

The  Chairman.  What  percentage  of  the  price  do  people  pay  down? 

Mr.  Rosenthal.  Ten  per  cent  is  the  minimum,  $570.  Most  of  them 
only  pay  10  per  cent.  In  fact,  we  began  with  people  who  could  only 
afford  10  per  cent.    We  took  the  wage  earner  in  the  first  place. 

The  Chairman.  How  long  since  you  sold  the  first  of  these? 

Mr.  Rosenthal.  We  sold  the  first  houses  before  we  put  a  spade 
in  the  ground. 

The  Chairman.  How  long  since  the  first  house  was  occupied  ? 

Mr.  Rosenthal.  The  first  house  was  occupied  on  July  1. 

The  Chairman.  So  far  nobody  has  fallen  down  in  payment  ? 

Mr.  Rosenthal.  Not  only  that,  but  a  number  of  them  have  already 
paid  a  month  ahead,  so  that  they  can  keep  ahead  of  the  game. 

The  Chairman.  I  have  built  myself  about  2,500  houses  under  the 
same  conditions  heretofore.  I  have  built  for  profit^  and  in  those 
cases — that  has  been  my  profession,  as  it  were — and  I  have  sold  these 
houses  and  taken  an  average  of  20  per  cent  down,  and  taken  part 
back  in  a  second  mortgage,  about  60  per  cent  of  the  cost  being 
financed,  and  have  never  had,  out  of  perhaps  2,500  houses,  more  than 
five  or  six  come  back.  A  man  who  buys  a  house  of  that  kind  will 
make  a  struggle  to  pay  for  it. 

Mr.  Rosenthal.  You  must  bear  in  mind  that  first  of  all  the  Social 
Service  Commission  made  a  personal  investigation  of  these  people  in 
their  homes.     Then  the  employers  also  passed  upon  their  credibility, 
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SO  that  we  have  what  we  call  a  selective  risk,  so  that  there  is  no- 
danger  in  my  mind  of  any  of  these  homes  ever  coming  back. 

The  Chairman.  You  said  these  houses  sold  for  around  $5,700? 

Mr.  Rosenthal.  Exactly  $5,700. 

The  Chairman.  But  they  can  not  be  duplicated  on  land  for  less 
than 

Mr.  Rosenthal.  Nine  thousand  five  hundred  dollars  if  a  con- 
tractor builds  them,  the  way  they  are  being  built  now  with  the  high 
contractor's  cost,  with  the  contractor  borrowing  money,  paying  from 
5  to  10  per  cent  commission,  and  paying  besides  that  the  high  cost 
of  interest.  Then  the  contractor  puts  a  second  mortgage  on  and 
discounts  the  mortgage  at  25  cents  on  the  dollar. 

The  Chairman.  Could  you  duplicate  these  houses  for  the  price 
they  cost  ? 

Mr.  Rosenthal.  I  would  agree  to  duplicate  those  houses  to-day  at 
not  less  than  $6,500,  if  we  could  sell  them.  We  call  them  six-room 
houses.  They  are  really  five-room  houses  with  a  kitchen-dining^ 
room;  that  is  a  kitchen  and  dining  room,  which  is  a  combination 
room. 

The  Chairman.  I  want  to  congratulate  you  on  the  splendid  work 
you  are  doing. 

Senator  Kenyon.  How  far  away  is  this  block  you  speak  of  where 
people  are  living  17  in  a  house  ? 

Mr.  Rosenthal.  That  is  on  Maxwell  Street.  That  is  not  the  only 
one  we  have.  We  have  several  cases  where  the  conditions  are. just 
as  bad.  Those  statistics  were  gathered  some  years  ago.  There  are 
1,334  families  in  that  block — 17  houses.  The  average  is  17  families 
to  a  house. 

STATEMENT  OF  MB.  OEOBGE  T.  BTJCEINGHAM. 

The  Chairman.  Colonel,  the  committee  tells  us  you  would  like  to 
talk  to  us  a  little  bit  on  the  subject  of  taxation. 

Col.  Buckingham.  I  was  invited  here  to  do  that. 

The  Chairman.  And  we  would  be  very  much  pleased  to  have 
you  do  so. 

Col.  Buckingham   (reading)  : 

TAXATION. 

It  is  my  iniderstniuliiig  that  you  desire  siicli  infornmtion  as  I  am  able  to- 
give  as  to  tlie  effect  of  taxation  upon  tlie  l)uildlng  activities  of  the  country, 
I>articularly  as  related  to  liousing  conditions. 

I  am  not  an  expert  on  taxation.  I  doul)t  if  there  is  any  sudi  person,  but  in 
connnon  witli  otlier  lawyers,  who  nmst  perforce  come  in  contact  with  other 
questions,  inchttiinj?  taxation  questions,  I  have  observed  certain  outstandinjr 
facts  whicli  are  patent  to  the  world. 

In  other  years  much  house  l>ullding  and  apartment  building  was  done  by 
si>e<Mdators,  or  by  contractors  who  l)uilt  with  the  Idea  of  reselling  quickly  at  a 
pnifit.  A  succe.ssful  operation  of  tliis  kind  necessitates  an  installed  tenant 
list  showing  profit  on  the  invesimcnt  over  and  above  Interest  charges  and 
taxes. 

In  this  program  State  and  local  taxation  became  an  Important  item.  la 
Illinois  (mr  State  and  local  system  is  defective  in  two  major  resix^cts:  First, 
the  piere  of  real  estate  is  assessed.  If  there  is  an  outstanding  mortgage  on  it, 
it  also  is  assesstHl.  For  instance,  if  there  is  a  $5,000  house  and  a  $3,000  mort- 
gage, tliere  is  an  assessed  $8,000  for  somel)ody  to  pay  taxes  on. 
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This  burdon  in  tlie  last  analysin  always  falls  on  tlie  tenant  in  Increased 
rentals,  but  Is  prluKirily  borne  by  the  imilder.  Second,  every  house  is  in  sight 
and  assessed.  Other  forma  of  valuable  properly  are  In  safety  deposit  boxes, 
^md  escape  observation,  particularly  In  the  large  cities,  and  do  not  bear  their 
relative  load  of  assessment  and  taxation.  This  is  partly  an  Inherent  weakness 
in  the  law  and  partly  a  wenknt^s  in  admini.stration. 

Both  of  the.se  outstanding?  facts,  however,  appreciably  affect  and  materially 
discourage  building  operations  by  speculatc^rs  and  resellers,  as  well  as  by  the 
^nmller  number  who  build  for  themselves. 

The  Federal  excess-profits  tax,  however,  is  a  much  more  serious  matter  In 
this  relation.  Because  of  its  uncertainty  the  manufacturer,  the  jobber,  the 
dealer,  and  the  contractor  do  not  know,  and  can  not  know,  how  much  this  will 
^amount  to  at  the  close  of  their  year.  They  accordingly  make  an  estimated 
allowance,  which  is  added  to  their  sale  price.  This  estimated  allowance  is,  of 
course,  adequate.  Whatever  doubt  exists  in  the  minds  of  the  taxpayer  is 
resolved  in  favor  of  making  a  large  enough  allowance  to  make  himself  safe.  In 
practice  the  allowance  is  nearly  always  larger  than  is  really  needed.  Tax- 
payers, however,  can  not  know  that  until  afterwards.  The  net  result  is  that 
there  is  an  allowance  for  excess-profits  tax  plus  an  estimate  for  good  measure. 
tidde<l  to  the  price  of  every  commodity  used  in  building  at  every  stage  of  its 
manufacture,  distribution  and  sale  and  erection  Into  buildings.  The  con- 
arumer,  of  course,  ultimately  pays  this,  but  its  first  cost  which  is  borne  by  the 
commercial  builder,  is  so  great  that  building  is  greatly  hampered  by  it.  The 
builder  can  not  dispose  of  his  buildings  at  what  looks  like  exorbitant  prices. 
This  excess-profits  tax,  or  an  estimate  of  what  It  will  be,  is  added  to  costs  at 
each  stage  through  each  sniccesslve  handler.  By  the  time  It  reaches  the  build- 
ing it  becomes  many  times  multiplied.  This  is  particularly  true  in  iron  and 
lumber,  two  of  tlie  chief  elements  in  building  operations.  It  is,  of  course, 
^ually  true,  though  not  to  the  same  extent,  in  brick,  terra  cotta,  etc. 

There  is,  i)erhaps,  no  single  element  which  more  considerably  affects  prices 
of  building  material,  and  operates  more  considerably  to  the  discouraging  of 
building,  than  the  excess-profits  tax. 

To  the  excess-profits  tax,  as  a  tax,  there  are  many  objections  other  than  this. 
It  may  be  confidently  stated  that  it  is  one  of  the  chief  pillars  on  which  rests 
the  high  cost  of  building,  as  well  as  the  high  cost  of  living  In  till  its  phases. 

There  are,  of  course,  no  statistics  nor  precise  facts  showing  the  extent  to 
which  excess-profits  tax  affects  the  high  cost  of  building.  All  observers  agree, 
however,  that  It  does  materially  affect  It.  It  Is.  therefore,  obvious  that  a 
repeal  of  this  law  would  be  a  helpful  factor  in  promoting  building  throughout 
the  country. 

There  is  one  other  method  which  has  been  suggested  by  which  Federal  tax 
legislation  could  aid  building  operations,  namely,  by  making  income  from  bonds 
and  notes  secured  by  mortgages  on  buildings  of  a  certain  defined  class  exempt 
from  Federal  taxation.  This  would,  of  course,  stimulate  the  sale  and  distribu- 
tion of  that  class  of  securities  and  encourage  building  generally.  There  is  a 
wide  diversity  of  opinhm  as  to  the  wisdom  of  .such  legislation. 

On  the  contrary,  there  is  the  grave  danger  In  exempting  any  class  of  securities 
from  Federal  taxation  that  if  the  practice  grows  up  and  spreads  to  other  classes 
of  securities  It  would  soon  affect  the  general  public  revenue. 

So  far  as  the  taxation  program  affects  building  oi>eratlons  the  things  which 
would  most  favorably  affect  building  would  be:  First,  a  revision  of  the  State 
taxation  plan,  particularly  on  its  administrative  side,  so  as  to  relieve  small 
buildings  of  an  Inequitable  burden  of  State  taxation ;  and,  second,  a  rei)eal  of 
the  Federal  excess-profits  tax. 

The  Chairman.  Colonel,  would  you  exempt  dwellings  from  local 
taxation  for  a  period  of  years  to  stimulate  this  industry? 

Col.  Buckingham.  I  would  if  it  could  be  done,  but  locally  that  is 
impossible  on  account  of  the  State's  constitution. 

The  Chairman.  That  is  forbidden  under  your  constitution? 

Col.  Buckingham.  Our  constitution  requires  taxation  to  be  equit- 
able and  uniform  on  all  classes  of  property,  and  there  is  no  power  in 
the  legislature  to  make  exemptions  of  that  kind. 

The  Chairman.  The  New  Jersey  Legislature  has  passed  a  bill  re- 
cently exempting  from  taxation  all  dwelling  houses,  exempting  for 


924  RECONSTRUCTION   AND  PRODUCTION. 

a  period  of  five  years  all  dwelling  houses  erected  for  the  next  two 
years.  The  legislature  in  New  York  has  passed  a  bill  giving  to  the 
local  authorities  the  right  to  exempt  for  a  period  of  10  years  houses 
started  before  April  1, 1922.  We  have  no  constitutional  prohibition. 
That  question  has  not  been  raised  yet  that  I  know  of. 

Col.  Buckingham.  I  am  not  familiar  with  the  New  York  constitu- 
tion on  that  subject,  but  here  in  Illinois  it  is  not  practical,  not  pos- 
sible. 

The  Chairman.  Do  your  laws  place  a  mortgage,  the  income  on  a 
mortgage  or  the  mortgaged  property,  in  the  same  position  as  real 
estate  ? 

Col.  Buckingham.  Yes;  the  mortgage  itself  is  taxed. 

Tlie  Chairman.  So  that,  as  you  indicated  in  your  statement,  a 
mortgage  of  3  per  cent  on  a  $5,000  house  would  mean  taxing  $8,000 
worth  of  property? 

Col.  Buckingham.  Correct.  The  man  who  had  the  $5,000  house 
would  be  taxed  upon  a  $5,000  basis,  and  the  man  that  had  the  $3,000 
mortgage  would  be  taxed  on  that. 

The  Chairman.  After  all,  does  not  that  come  back  on  the  prop- 
erty? 

Col.  Buckingham.  Surely;  the  effect  of  it  is  double  taxation. 

The  Chairman.  In  our  State  we  have  a  recording  tax,  a  State  tax 
of  1^  per  cent,  and  mortgages  generally  are  exempted  from  taxation. 
Have  you  a  recording  tax  here  of  that  kind  ? 

Col.  Buckingham.  No. 

The  Chairman.  It  seeips  to  me  it  would  be  a  splendid  thing  to  pass 
a  law  of  that  kind.  Can  you  do  that  under  your  constitution,  enact 
legislation  of  tKat  kind? 

Col.  Buckingham.  I  am  inclined  to  think  so ;  yes,  sir. 

The  Chairman.  You  referred  to  the  exemption  of  the  income  on 
mortgages  from  taxation  in  your  statement.  I  introduced  a  bill 
that  accomplishes  that  purpose  to  a  degree.  My  bill  provides  that 
the  income  on  mortgages  in  the  hands  of  individuals,  where  the 
mortgage  is  in  the  hands  of  an  individual,  providing  that  no  indi- 
vidual shall  hold  more  than  $40,000  of  exempt  mortgages.  We 
fixed  it  at  forty  because  we  knew  that  if  it  was  a  clear  exemption 
the  argument  would  be  raised  that  it  would  be  in  the  interest  of  the 
man  of  wealth  again,  who  was  attempting  to  evade  taxation  by  in- 
vesting in  nontaxable  securities.  I  have  not  had  much  encourage  - 
ment  for  the  bill  because  men  would  be  arguing  that  it  would  oe 
creating  another  class  of  nontaxable  securities,  of  which  we  have 
enough. 

Col.  Buckingham.  That  seems  to  be  the  general  view. 

The  Chairman.  I  have  proposed  another  method  of  encouraffing 
building.  Last  winter  we  passed  a  bill  to  encourage  the  building 
of  a  merchants'  marine.  One  of  the  provisions  of  that  bill  pro* 
vided  that  an  American  operating  ships  in  the  foreign  trade  would 
have  his  profits  on  the  foreign  trade  exempt  from  the  excess  prof- 
its taxes,  provided  he  invested  all  of  his  profits  in  the  building  of 
new  ships.    How  would  that  work  if  applied  to  building  houses? 

(^ol.  Buckingham.  I  like  the  principle,  but  I  should  be  skeptical 
as  to  the  administrative  features  of  it.  It  would  seem  to  me  to  be 
rather  complex  in  its  administrative  features.     The  greatest  diffi- 
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culty  with  our  taxation  system  now  is  its  complexity  and  its  ad- 
ministrative difficulties. 

The  CnAiR3iAN.  I  am  groping  around,  Colonel,  to  find  some  way 
to  stimulate  building  without  going  into  the  condition  that  we  find 
France  and  England  to  be  in.  You  know  the  governments  of  those 
countries  are  going  into  the  business  of  building  houses.  I  want  to 
avoid  that  if  we  can.  I  want  to  keep  the  Government  out  of  build- 
ing houses  or  loaning  money  directly  if  we  can. 

Col.  Buckingham.  One  thing  that  might  be  of  interest,  while  not 
bearing  on  taxes  but  on  housing  conditions,  is  that  while  the  cities 
are  very  badly  crowded  a  great  remedy  exists  for  that  in  scattering 
the  population  to  those  rural  districts  where  it  is  not  so  crowded — 
where  life  is  more  favorable  than  in  the  great  cities. 

The  Chairman.  Although  I  am  a  city  dweller  I  am  very  much 
in  favor  of  such  a  scheme  if  it  can  be  developed.  How  would  you 
work  that  out  ? 

Senator  Kenyon.  How  would  you  scatter  them,  (\)lonel? 

Col.  Buckingham.  Senator,  I  don't  know.  It  is  a  desirable  thing 
to  do,  but  I  have  not  given  any  thought  to  a  program  for  doing  it. 

Senator  Kenyon.  The  census  shows  now  over  51  per  cent  of  the 
people  living  in  the  cities. 

Col.  Buckingham.  Yes;  and  it  has  tremendously  increased  in  the 
last  10  years.  The  comforts  of  the  country  and  the  ease  of  earning 
a  livelihood  there  are  very  much  greater. 

Senator  Kenyon.  Have  you  ever  worked  on  a  farm  ? 

Col.  Buckingham.  I  have;  I  have  worked  on  a  farm  and  in  a 
brickyard  and  at  every  other  kind  of  work  a  man  could  work  at. 

The  Chairman.  Aiid  you  are  still  for  the  country? 

Col.  Buckingham.  Yes;  I  am  still  for  the  country.  Statistics 
show  a  very  great  proportion  of  the  immigrants  arriving,  prewar 
immigrants,  came  to  tne  city,  a  very  large  percentage  of  them, 
whereas  many  of  them  could  be  better  used  on  the  farm.  I  know 
some  communities  where  a  great  many  Lithuanians  and  Slavs  arrived 
who  went  to  work  in  the  coal  mines  who  had  never  seen  a  coal  mine 
before ;  they  also  went  to  factories  and  steel  mills  and  places  of  that 
kind,  people  who  in  their  own  countries  were  farmers.  Any  kind  of 
a  plan  that  would  divert  immigrants  to  the  places  where  they  are 
most  needed  would  be  helpful. 

The  Chairman.  A  friend  of  mine  suggested  to-day  that  we  make 
some  of  the  cities  in  Iowa  the  point  of  entry  instead  of  letting  them 
stop  off  at  New  York,  where  1  live,  that  we  compel  them  to  go  all 
the  way  to  Dubuque  or  Des  Moines  or  Council  Bluffs. 

Senator  Kenyon.  You  do  not  have  to  compel  anybody  to  come  to 
Iowa ;  they  come  there  of  their  own  accord. 

The  Chairman.  And  then  scatter  them  from  Iowa.  Really  a  sug- 
gestion of  that  kind  has  been  seriously  made,  that  we  try  to  bring  the 
feople  to  a  point  in  the  interior.  Of  course,  that  is  not  practical, 
would  be  very  glad  if  they  would  go  to  Iowa  to  help  build  up  that 
wonderful  State. 

Col.  Buckingham.  It  is  auite  well  built  up  now.  I  was  told  by 
an  Iowa  man  the  other  day  tnat  every  man,  woman,  and  child  in  that 
State  could  get  into  an  automobile  and  ride  at  one  time,  meaning 
thereby  that  there  is  one  automobile  for  every  five  persons  in  the 
State. 
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Senator  Kenyon.  Colonel,  you  have  given  a  good  deal  of  atten- 
tion to  these  problems,  and  your  advice  is  much  desired,  I  know,  by 
the  committee.  What  would  you  offer  in  place  of  the  excess-profits 
tax?  There  is  a  very  general  desire  to  repeal  it,  but  where  are  we 
going  to  get  the  moneyl 

Col.  Buckingham.  There  are  several  things  that  ought  to  fill  that 
void,  I  think,  in  some  proportion,  which  we  might  differ  about.  The 
first  one  would  be  a  profits  tax  as  contradistinguished  from  excess- 
profits  tax.  That  would  be  a  flat  levy  upon  corporate  profits  without 
the  gradations  that  the  excess  profits  has,  and  its  consequent  uncer- 
tainty, and  without  any  reference  to  invested  capital.  On  the  ad- 
ministrative side  at  Washington,  I  should  say  65  per  cent  of  the 
entire  force  of  the  revenue  officers  are  engaged  in  ascertaining  what 
the  invested  capital  is  in  a  given  enterprise. 

Senator  Kenton.  I  meant  to  ask  you  about  that  administrative 
question,  too.    Could  that  not  be  much  simplified? 

Col.  Buckingham.  Yes. 

Senator  Kenton.  It  is  pretty  hard  for  a  man  to  figure  out,  without 
two  or  three  experts,  anything  about  his  taxes  ? 

Col.  Buckingham.  That  is  true.  It  is  exceedingly  complicated, 
both  in  practice  and  theory. 

Senator  Kenton.  It  may  be  helpful  to  the  lawyers? 

Col.  Buckingham.  Well,  I  am  not  sure  that  it  is.  Senator. 

Senator  Kenton.  Well,  but  you  feel  that  a  direct  profits  tax  would 
be  preferable? 

Col.  Buckingham.  Much  preferable.  It  would  do  away  with  a 
great  deal  of  the  difficulty  attendant  on  administration,  which  is  the 
principal  difficulty.  They  are  four  years  behind  down  there  right 
now.  I  know  people  that  are  thrashing  out  questions  of  invested 
capital  that  are  four  years  old  right  now. 

Senator  Kenton.  And  they  can  not  get  the  thing  settled  ? 

Col.  Buckingham.  They  can  not  get  the  thing  settled,  because  as 
fast  as  some  gentleman  settles  it  he  moves  back  into  New  York  and 
some  other  gentleman  takes  his  place  who  then  has  to  be  educated 
in  the  basic  principles  of  accounting. 

Senator  Kenton.  Do  they  all  go  back  to  New  York? 

Col.  Buckingham.  Well,  mostly  to  Virginia  and  Tennessee,  I 
would  say ;  but  the  excess  profits  tax,  of  course,  tends  to  destroy  effi- 
ciency. t)n  the  question  of  raising  revenue,  there  will  not  be  any 
very  long,  because  it  puts  a  premium  on  inefficiency  and  sloth.  There 
is  no  premium  on  any  corporate  manager  earning  any  money  under 
those  circumstances,  and  aside  from  the  troubles  that  arise  from  pay- 
ing the  high  cost  of  living  by  multiplying  the  taxes  that  have  to  be 
paid,  adding  them  to  cost.  It  puts  a  great  premium  upon  throwing 
money  away.  A  great  many  corporations  pay  excessive  salaries  and 
give  great  bonuses  and  all  that  sort  of  thing,  if  they  happen  to  be  in 
the  upper  levels  of  taxes. 

Now,  of  course  a  flat  tax,  while  it  would  be  easier  to  administer, 
would  probably  raise  more,  but  then  of  course  it  would  not  all  have 
to  be  raised  that  way.  There  is  the  question  of  imports  and  the 
question  of  sales  tax  that  has  not  yet  been  touched,  that  are  sources 
of  revenue  that,  in  my  opinion,  are  very  important. 

The  Chairman.  Mr.  Meyer,  would  you  like  to  ask  Col.  Buckingham 
some  questions  ? 
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Mr.  Meter.  Yes:  I  would  very  much,  sir. 

The  Chairman.  Very  well,  you  may  proceed, 

Mr.  Meyer.  Col.  Buckingham,  you  have  seen  the  statement  of  the 
Secretary  of  the  Treasury  that  it  is  his  theory  that  the  floating  debt 
should  be  paid  out  of  the  taxes  during  the  next  fiscal  year? 

Col.  Buckingham.  I  have  seen  that. 

Mr.  Meter.  Do  you  believe  it  is  possible? 

Col.  Buckingham.  No,  sir. 

Mr.  Meter.  Do  you  expect  radical  reductions  in  the  internal  reve- 
nue on  the  present  taxation  schedules,  so  iar  as  their  receipts  are 
concerned  ? 

Col.  Buckingham.  No. 

Mr.  Meyer.  You  do  not  expect  that  the  Treasury  will  get  the 
income  imder  the  existing  schedules  next  year  that  they  have  gotten 
in  the  past  year,  do  you  ? 

Col.  JBuckingham.  By  no  means. 

Mr.  Meter.  You  estimate  that  there  will  be  a  very  large  reduction? 

Col.  Buckingham.  Well,  my  estimate  would  be  a  mere  guess. 
Senator,  in  the  absence  of  any  statistics;  but  I  would  say  that  it 
would  be  appreciable,  knowing  that  practically  all  the  corporations 
that  I  know  anything  about — — 

Mr.  Meter.  There  will  not  be  any  excess  profits  from  many  com- 
panies this  year  ? 

Col.  Buckingham.  That  is  true. 

Mr.  Mkter.  Would  you  conceive  it  to  be  sound  policy  to  try  to 
take  care  of  the  present  floating  debt  without  trying  to  pay  it  off 
in  the  next  year  or  18  months  in  some  other  way? 

Col.  Buckingham.  My  own  opinion  is  that  the  entire  debt  that 
arises  out  of  the  war  belongs  to  the  generations  that  are  to  come,  as 
well  as  to  this  one.  My  own  opinion  would  be  that  it  all  should  be 
funded  into  long-term  securities. 

Mr.  Meter.  Well,  so  far  as  the  floating  debt  is  concerned,  do  you 
think  it,  then,  neither  possible — nor  advisable  if  it  is  possible — ^to  at- 
tempt to  pay  it  off  by  existing  taxation  or  new  taxation? 

Col.  Buckingham.  That  would  be  my  notion. 

Mr.  Meter.  It  would  require  a  more  stringent  new  taxation  in  the 
light  of  the  present  decrease  in  internal  revenue  under  existing  taxes 
to  meet  the  deficiency  created  by  the  decrease,  and  then,  in  addition 
to  that,  to  pay  off  two  and  a  half  billion  of  floating  debt  ? 

Col.  Buckingham.  Yes;  it  would  require  very  drastic  measures. 

Mr.  Meter.  So  you  think  it  is  neither  possible  nor  advisable  ? 

Col.  Buckingham.  I  think  not,  although  I  am  not  a  financial  ex- 
pert at  all. 

Mr.  Meter.  Well,  I  think  vou  are  right.  Colonel. 

Mr.  Miller.  Col.  Buckingham,  will  you  kindly  give  the  commit- 
tee your  views  to  the  point  of  decentralizing  the  coflection  of  taxes? 

Col.  Buckingham.  I  have  had  some  very  strong  convictions  on 
that  subject.  In  fact,  Mr.  Roberts  and  myself  debated  that  down 
East  about  a  year  ago.  It  seems  to  me  that  the  present  system  of 
assessing  United  States  taxes  is  foolish  in  the  extreme.  In  all  other 
countries  that  levy  income  taxes,  all  of  the  older  countries  that  have 
had  more  experience  than  we,  they  decentralize  the  assessment.  The 
assessment  is  made  locally  by  some  local  board  or  body,  and  the  per- 
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son  who  is  taxed  settles  it  right  then  and  there  with  that  local  body 
before  he  pays  anything.  He  sits  right  down  there  with  his  local 
board,  just  as  we  did  with  draft  boards,  and  as  the  war-loan  bodies 
did.  They  thrash  it  out  only,  and  only  the  occasional  case  gets  to 
London  or  Paris.  That  is  true  of  our  State  taxation,  universally. 
Assessments  are  always  made  locally,  and  they  are  always  made  by 
somebody  other  than  the  taxpayer. 

Then  there  is  an  assessment  roll  that  is  made  to  tell  how  much 
you  are  to  pay.  You  don't  pay  anything  until  that  is  done.  But 
our  Federal  system  is  the  exact  reverse  oi  that,  although  during  the 
Civil  War  period  of  taxation  we  had  a  decentralizing  system.  As  it 
new  stands,  if  a  man  lives  in  Duluth,  he  has  got  to  travel  to  Wash- 
ington with  one  or  two  experts,  and  sit  down  there  in  a  big  room 
where  three  or  four  hundred  gentlemen  are,  and  talk  with  some 
gentleman  from  Texas  or  Virginia  about  that  particular  question, 
and  thrash  it  out  with  him,  if  he  can ;  and  the  assessment  is  made 
there  maybe  three  or  four  years  after  the  taxpayer  has  paid  the 
taxes. 

In  the  first  instance  the  taxpaver  now  pays  his  taxes  and  assesses 
himself;  pays  his  taxes  to  the  local  collector.  The  local  collector 
makes  no  tax  roll,  but  he  forwards  that  to  Washington.  Within  any 
five  years  hereafter  that  whole  thing  can  become  alive  and  the  whole 
subject  be  again  gone  into.  My  theory  is  that  the  English  system 
is  much  preferable  where  the  assessment  is  made  by  a  local  board, 
by  shires,  practically,  and  if  there  is  any  question  or  controversy 
about  it,  it  goes  to  a  body  that  sits  locally  at  the  county  seat,  for 
instance,  and  only  the  occasional  case  gets  to  the  higher  taxing  au- 
thorities. I  think  that  makes  for  efficiency  of  administration,  and 
settles  the  taxes.  As  it  now  stands,  a  man  pays  a  tax,  and  he  does  not 
know  for  five  years  whether  he  is  through  paying  or  not. 

The  Chairman.  Colonel,  that  is  a  splendid  suggestion.  I  am  a 
member  of  the  Finance  Committee  of  the  Senate.  I  would  be  very 
glad,. if  you  will  think  of  it.  when  we  get  to  making  new  tax  laws,  if 
you  will  just  state  before  tne  committee  your  views  on  that  subject. 

Col.  Buckingham.  Thank  you. 

The  Chairman.  If  you  will  communicate  with  me  at  the  time. 
Evidently  you  have  had  a  great  deal  to  do  with  representing  men 
who  have  had  to  pay  taxes,  and  the  Committee  on  Finance  would  be 
very  glad  to  have  your  views  on  the  subject,  as  we  have  had  them 
here. 

Col.  Buckingham.  Thank  you. 

The  Chairman.  Thank  you. 

Mr.  Jamme.  Senator  Calder,  we  desire  to  present  Mr.  Wharton 
Clay. 

STATEHEirT  OF  MB.  WHABTON  CLAT,  CHAIEHAN,  TECHNICAL 
COUMTTEE,  NATIONAL  FEDEKATION  OF  CONSTBTTCTION  INBTTS- 
TBIES. 

Mr.  Clay  (reading) : 

We  respectfuUy  direct  your  committee's  attention  to  existing  variations  In  the 
bulldlng-code  requirements  of  the  principal  cities  governing  the  permitted  use 
of  material  utilized  in  the  construction  of  bulldngs. 

Regulations  which  fall  to  agree  upon  the  permitted  use  of  materials  utilized 
for  like  purposes  In  construction,  aside  from  preventing  the  exercise  of  the  best 
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architectural  and  engineering  practice,  retard  the  progress  of  building  opera- 
tions and  contribute  to  needless  excess  in  cost. 

In  view  of  the  existing  lack  of  much-needed  residence,  school,  hospital,  and 
other  buildings,  the  exercise  of  every  possible  safe  and  sane  economy  consistent 
with  present  accepted  architectural  and  engineering  practice  in  construction 
and  method  of  construction  is  of  the  utmost  Importance. 

Architectural  and  engineering  design  and  inventive  genius  directed  towards 
legitimate  ecf)nomles  should  not  be  limited  by  the  conflicting  rulltigs  of  building 
<»rdinances  which,  in  many  Instances,  do  not  appear  to  be  based  upon  the  evi- 
tlence  of  scientific  tests,  Investigations,  and  available  data. 

We  have  exanilne<l  a  large  number  of  building  codes,  but  It  is  not  practical, 
within  the  scoi>e  of  this  communication,  to  submit  examples  of  variations  from 
all  of  them,  and  for  this  reason  only  representative  examples  are  submitted  in 
order  to  illustrate  that  the  restrictions  and  limits  placed  upon  the  uses  of  the 
materials  liste<l  are  contributing  to  unnwessary  jnid  economic  waste. 

The  lacli  of  uniformity  in  the  building  c<Hles  liste<l  covers  not  only  the  use  of 
.some  of  thp  material  commonly  utilized  in  construction  for  the  purpose  of 
<-arrylng  and  distributing  loads,  and  therefore  designed  to  resist  stresses,  but 
also  some  materials  which  enter  into  the  construction  of  buildings,  but  which 
are  not  subjected  to  stresses  other  than  minor  stresses  due  to  their  own  weight. 

The  attached  building  code  comparisons  llste<l  A  to  F,  Inclusive,  are  sup- 
plied for  the  information  of  the  committee  and  in  substantiation  of  the  alH)ve 
statements  ^ 

A.  Corurete,  plain  and  reinforced,  and  tttructural  units. — An  examination  of 
the  data  submittetl  under  Exhibit  A  shows  a  variation  of  60  per  cent  or  more 
In  the  alloweil  working  stresses  In  plain  and  reinforced  concrete  having  the 
same  proportions  of  cement  and  sand  and  stone.  There  are  but  few  city 
building  codes  which  are  free  from  ambiguous  and  conflicting  provisions  which 
not  only  confuse  the  designers,  but  are  utilized  to  set  up  conditions  In  behalf  of 
inferior  designs  and  types  of  construction.  Almost  half  of  the  cities  have 
ordinances  that  are  either  silent  or  so  Indefinite  In  regard  to  basic  rules  for 
design  that  they  are  worthless  as  complete  guides. 

In  many  lines  of  construction,  concrete  Is  a  comparatively  new  material. 
The  growth  of  its  use  has  been  phenomenal,  and  this  growth  has  brought  about 
a  great  amount  of  Investigation  and  tests  resulting  in  a  mass  of  data^  which  has 
established  it  as  a  material  permitting  of  strict  engineering  design.  A  ma- 
jority of  the  present-day  building  ordinances  were  enacted  before  a  con- 
siderable portion  of  the  present-day  knowledge  of  ccmcrete  was  available. 
The  inevitable  result  is  that  these  ordinances  are  obsolete  and  a  serious  handi- 
cap to  the  building  industry  because  they  fall  utterly  to  measure  \ip  to  the 
present  advancement  of  theory  and  practice  In  concrete  construction. 

There  are  in  the  United  States  to-day  over  5,000  cement  product  plants,  each 
of  which  has  an  invested  capital  of  over  $25,000.  Many  building  codes,  through 
silence  In  regard  to  concrete  brick,  tile,  or  block,  or  by  provisions  that  are 
purely  arbitrary  and  In  contlici:  with  actual  and  well-known  properties  of  these 
units,  prohibit  their  use  at  all.  The  building  industry  Is  thus  robbed  of  an 
economical  and  useful  building  unit. 

B.  Gypsum  tile  or  block.— -Gypsum  tile  or  block,  under  the  provisions  of 
some  building  ordinances,  may  be  used  In  fireproof  and  other  buildings  for  the 
following  nonbearlng  constructions:  Corridor  partitions;  dividing  partitions; 
elevator,  stairway,  and  dumb-waiter  inclosures;  column  covering  (.steel  pro- 
tection) ;  roof  construction.  As  shown  in  Exhibit  B,  the  building  codes  referred 
to  are  not  in  agreement  upon  the  Items  listed.  These  variances  limit  desired 
competition  and  possible  economies. 

Oypsum  plaster  &oor(f.-— Gypsum  plaster  board,  under  the  provisions  of  some 
building  ordinances,  may  be  used  for  the  following  constructions: 

In  fireproof  buildings :  Dividing  partitions  of  metal  studs,  plaster  board,  and 
plaster  as  an  incombustible  lathing  material  for  walls  and  ceilings.  In  non- 
fireproof  buildings:  Stairway  and  elevator  Inclosures  of  metal  or  wood  studs» 
plaster  board,  and  plaster  as  an  incombustible  lathing  material  for  walls  and 
ceilings.  As  shown  In  Exhibit  B,  the  building  codes  referred  to  are  not  in 
agreement  upon  the  Items  listed.  These  variances  limited  desired  competitions 
and  possible  economies. 

C.  Hollotr-tile  walls  and  piers. — Many  building  codes  throughout  the  United 
States  prohibit  lan  economical  use  of  hollow  tile  in  places  where  it  is  best 
fitted.  Some  cities  do  not  permit  the  use  of  hollow  tile  for  foundations,  nor 
hollow-tile  backing  in  connection  with  brick  veneer  unless  the  thickness  of  the 
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wall  is  calculated;  upon  the  backing  alQne,  although  the  compressive  strength 
of  the  hollow-tile  backing  is  equal  to  that  of  the  facing  material.  This  is  an 
economic  waste  of  material. 

Hollow  building  tile,  owing  to  its  lightness  per  cubic  contents,  when  used 
for  either  wall  or  floor  construction,  permits  light  structural  members,  thereby 
reducing  the  total  cost  of  building  construction.  A  glance  at  the  attached 
Exhibit  C  will  show  some  of  the  discrepancies  and  irregularities  and  lack  of 
uniform  and  economical  building-code  requirements,  as  affecting  hollow  build- 
ing tile,  which  should  be  the  means  of  causing  an  investigation  to  determine 
the  proper  limits  and  stresses  within  which  this  material  can  be  economically 
as  well  as  safely  used. 

D.  Lumber. — There  is  appended  herewith  an  Exhibit  D,  a  tabulation  of  the 
working  stresses  of  the  commonly  used  varieties  of  lumber,  as  allowed  in  the 
building  codes  of  12  important  cities  in  the  United  States.  It  will  be  noticed 
that  there  is  a  wide  variation  in  the  values  allowed  for  each  variety  as  permitted 
in  the  different  cities.  For  example,  the  city  of  Baltimore  allows  an  extreme 
liber  stress  of  1,800  pounds  per  square  inch  for  long-leaf  yellow  pine,  while  the 
city  of  Cincinnati  allows  but  1,200  pounds  per  square  inch  for  any  variety  of 
yellow  pine,  or  a  value  of  only  two-thirds  the  former.  Many  of  these  lower 
stress  values  are  less  than  those  accepted  by  the  engineering  profession  as 
sufficient.  The  use  of  these  needlessly  low-stress  values  results  In  the  use  of 
sizes  of  lumber  larger  than  those  In  accordance  with  accepted  engineering 
practice,  thus  causing  a  useless  waste  of  material. 

E.  Metal  lath. — The  use  of  back-plastered  construction  for  dwellings  is  not 
permitted  by  some  building  codes,  as  shown  in  Exhibit  E.  Thus,  the  builder 
is  not  given  free  choice  in  the  method  of  stucco  construction  In  some  cities,  and 
this  limits  desired  competition  and  possible  economies. 

The  building  codes  lists  are  not  in  agreement  on  the  use  of  metal  lath  as  a  fire 
protection  for  column  casing,  beam  and  girder  casing,  elevator  shafts,  stair- 
wall  Inclosures,  corridor  partitions,  and  dividing  partitions. 

Metal  lath  and  stucco  supported  on  steel  or  concrete  skeleton,  under  the  pro- 
vision of  some  building  codes,  may  be  used  for  curtain  walls.  As  shown  In  Ex- 
hibit E,  the  building  codes  are  not  In  agreement  upon  these  Items,  and  a  limit  is 
put  upon  desired  competition  and  possible  economies.  On  the  other  hand,  some 
building  codes  do  and  some  do  not  require  metal  lath  over  heating  plants  and 
coal  bins,  and  other  vulnerable  places,  as  a  fire  protection  In  nonfireproofinfr 
buildings. 

F.  Plumbing. — There  Is  appended  herewith  a  tabulation  of  the  variations  in 
plumbing  and  sewage  materials  as  stipulated  in  the  various  building  codi*s 
throughout  the  United  States. 

It  will  be  noticed  that  there  Is  a  vast  difference  In  the  kinds  and  qualities 
of  these  materials  to  such  an  extent  that  costs  of  buildings  are  largely  in- 
creased in  a  great  many  instances ;  and,  further,  that  modern  sanitation  is  en- 
dangered due  to  the  fact  that  a  great  many  cities  through  the  country  have  no 
Idea  of  the  value  of  good  sanitation. 

A  Government  agency,  free  from  local  bias  or  special  interest,  could  establish 
the  basic  principles  for  building  ordinance  to  the  enormous  advantage  of  the 
building  Industry.  The  result  would  be  not  only  lower  costs,  but  better  build- 
ings as  well. 

The  evidence  submitted  herein  Is  proof  positive  that  for  the  good  of  the 
Nation  at  large  the  committee  should  take  definite  action  to  obtain,  by  legisla- 
tive or  equally  mandatory  procedure,  a  national  basic  building  code  containing 
uniform  provisions  governing  the  restrictions  upon,  and.  the  utilization  of,  all 
materials  commonly  used  in  the  construction  of  buildings. 

Respectfully  submitted. 

Wharton  Clay,  Chairman. 
A.  C.   Irwin. 

B.   H.    JiLLSON. 

V.  G.  Marani. 

C.  E.  Paul. 

L.  P.  Keith,  Secret  ant. 

LOSSES  OF  HOUSING  DUE  TO  FIRE  WASTE. 

In  1918  there  were  approximately  20,000  houses  built.  During  the  same  ye«r 
there  was  approximately  $63,000,000  of  loss  In  residential  occupancies  paid  by 
the  fire  insurance  companies  (this  Is,  of  course,  less  than  the  total  losses  due  to 
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noninsurance  of  many  houses)  ;  figures  furnished  by  the  National  Board  of 
Fire  Underwriters.  Sixty-three  million  dollars  would  construct  about  16,000 
$4,000  houses  (above  the  cost  of  the  average  house).  During  this  period  only 
20,000  houses  were  built.  In  other  words,  the  fire  loss  in  residential  construc- 
tion was  almost  as  great  as  the  value  of  the  housing  constructed  that  year. 

Fifty-three  per  cent  of  all  the  fires  reported  in  Wisconsin  last  year  were  in 
places  of  residences,  there  being  1,895  residence  fires  and  112  flat  building  fires. 
To  quote  J.  E.  Florin,  superintendent  of  fire  prevention  of  Wisconsin :  **  Why 
bum  125  houses  a  month  when  we  have  far  from  enough." 

In  1917  the  loss  was  $66,000,000.  It  is  understood,  of  course,  that  this  does 
not  indicate  that  16,000  houses  were  burned  to  tlie  ground,  but  that  the  same 
amount  of  labor,  transportation,  and  material  which  were  lost  could  have  been 
converted  into  16,000  houses,  a  very  material  yearly  contribution  to  our  housing 
shortage. 

Ninety-six  per  cent  of  all  fires  originate  within  the  house  on  which  the  loss 
is  paid.  The  balance  of  4  per  cent  is  due  to  conflagration,  but  the  great  majority 
of  fires  originate  and  are  stopped  by  the  fire  department  within  the  individual 
house. 

Approximately  99  per  cent  of  the  housing  construction  normally  has  wood 
stud  partitions  and  wood  Joists — a  very  economical  construction  but  usually  not 
protected  to  a  sufliclent  degree  of  security  against  fire.  Data  as  to  the  spread 
of  fires  to  homes  may  be  obtained  from  the  statistics  credited  to  the  National 
Board  of  Fire  Underwriters  printed  in  Fire  Protection  Magazine,  Cincinnati, 
Issued  June,  1920,  and  has  been  found  to  have  been  compiled  by  chief  of  New 
York  fire  department,  John  Kenlon,  as  follows  : 


Manner  of  extension  of  fires  in  tenements  in  New  York  City. 


Peroeotage 
of  total. 

Lofts 1.  3 

Doors 4.0 

Dumbwaiter  shaft 18. 8 

Flooring 14.  2 

Halls  and  stairways 8. 5 


Percentage 
of  total. 

Lath  and  plaster  partitions 28.  6 

Light  and  air  shafts 5.8 

Pipe  recesses 11.7 

Windows 12. 1 


The  ratio  of  fire  losses  to  value  of  new  buildings  (all  classes)  for  the  last 
10  years  in  171  cities  in  the  United  States  was  0.265.  In  other  words,  over  25 
per  cent  of  the  value  of  the  new  buildings,  of  all  classes,  was  lost  each  year 
due  to  fire.  This  Information,  published  in  Concrete,  in  Architecture  and  Engi- 
neering, and  reprinted  in  Fire  Protection,  Cincinnati,  June,  1920,  based  on 
figures  on  building  values  compiled  by  the  American  Contractor,  Chicago,  as 
compared  to  fire  losses  compiled  by  Bradstreet*s  report  of  January  17, 1920. 

As  a  vast  majority  of  houses  contain  wood  construction^  the  most  logical  and 
most  effective  recommendations  are  those  which  will  deal  with  the  protection 
of  wood  construction  against  fire. 

The  points  most  vulnerable  to  attack  by  fire  are : 

Bearing  partitions  and  stud  exterior  walls,  including  the  usual  inefficient  fire 
stop  at  juncture  of  floors  and  partitions. 

Ceilings  under  inhabited  floors,  especially  over  heating  plants  and  coal  bins. 

At  chimney  breasts,  around  flues,  and  back  of  kitchen  ranges. 

Stair  wells  and  under  stairs. 

While  the  instances  of  conflagration  develop  a  very  spectacular  object  lesson 
of  housing  loss,  it  must  be  always  remembered  that  the  everyday  fire  which 
occurs  here,  there,  and  everywhere  every  few  minutes  throughout  the  United 
States,  originating  within  the  house  and  never  getting  beyond  it,  produces  the 
greater  loss. 

The  latest  estimates  on  loss  of  life  due  to  fires,  made  at  a  conference  between 
the  National  Board  of  Fire  Underwriters  and  the  Fire  Marshals*  Association, 
places  the  loss  at  28,000  persons  per  year.  Information  was  obtained  from  Mr. 
Brearley,  National  Board  of  Fire  Underwriters,  New  York.  The  economic  value 
'of  28,000  lives  Is  considerable.  If  each  one  of  these  lives  was  reckoned  as  of 
an  economic  value  of  $5,000,  this  would  amount  to  a  loss  of  $125,000,000. 

All  of  the  above  Information  has  been  brought  to  light  tiirough  an  Investiga- 
tion for  the  metallic  lathing  manufacturers,  and  In  my  opinion  transcends 
their  commercial  Interest.  Because  of  Its  relation  to  housing  conditions.  It  be- 
comes a  matter  of  nationally  important  public  concern. 
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It  is  evident  that  losses  due  to  fire  in  residence  construction  are  a  constant 
drain  upon  the  housing  resources  of  this  Nation.  There  are  economical  mate- 
rials available  which  can  be  employed  in  even  the  most  modest  houses  to  pro- 
tect the  structural  wood  members  for  about  an  hour.  Studies  by  your  own 
subcommission  of  experts  and  such  agencies  as  the  Underwriters*  Laboratories 
and  Bureau  of  Standards  should  be  given  full  publicity,  and  more  stringent 
restrictions  by  building  ordinances  or  Gk)vernm«it  authority  should  be  promul- 
gated to  conserve  the  terrific  life  and  property  loss  which  is  occurring  in  this 
country  every  day  and  has  no  parallel  in  any  country  in  the  world. 

The  Chairman.  I  may  say  for  your  information,  ladies  and  gen- 
tlemen, that  our  committee  about  a  month  ago  asked  a  number  of 
building  experts  not  only  to  study  this  very  thing  that  you  have 
suggested  but  also  to  work  out  and  recommend  to  us  modification 
of  the  building  laws  in  the  several  cities  of  the  country,  for,  as  I 
repeat,  to  develop  construction,  having  in  mind  the  fact  that  con- 
struction is  100  per  cent  to  200  per  cent  behind  prewar  conditions. 
We  considered  perhaps  that  we  might  rush  out  some  sj'^stems  tiiat 
would  help  the  man  of  moderate  means  to  build  a  house  at  a  lesser 
cost,  also  having  in  mind  the  various  things  that  you  propose. 

Mr.  Clay.  Thank  you. 

Mr.  Jahme.  The  witness  that  we  desire  to  produce  is  Mr.  W.  C. 
Robinson,  president  of  the  Underwriters'  Laboratories. 

STATEMENT  OF  MB.  WHUAM  C.  BOBINSON,  PBESIDENT,  TTNDEB- 

WBITEBS'  LAB0BAT(^BIES. 

Mr.  Robinson.  Mr.  Chairman.  I  have  only  a  very  brief  statement 
to  make.  I  foimd  that  Mr.  Clay's  paper  has  discounted  very  largely 
what  I  desire  to  say. 

The  destruction  of  dwellings  and  living  houses  is  to-day  fast 
approaching  your  construction,  if  it  does  not  exceed  it.  It  seems 
to  me  that  this  committee  ougnt  to  prize  a  position  in  their  work 
that  could  very  forcibly  call  attention  to  the  American  public  to 
the  necessity  for  conservation  of  the  buildings  that  were  already 
created.  It  is  a  serious  commentary  on  our  people  where  perhaps 
75  per  cent  to  80  per  cent  of  these  losses  that  .are  ourning  up  dwell- 
ings are  easily  preventable. 

The  methods  of  preventing  these  losses  are  usually  simple  and 
often  inexpensive.  The  question  of  the  fire  stopping  with  the  hollow 
spaces  of  the  building  ordinarily  made  and  most  frequently  made 
of  studded  construction,  wood  construction  is  a  matter  of  simple 
precautions  in  building,  of  stopping  all  of  these  flues  up,  which 
soon  caused  fire  to  envelop  the  entire  structure,  which  menaces  not 
only  the  entire  structure  but  the  people  who  live  in  it. 

It  is  an  established  fact  that  to-day  the  interior  finish  of  building 
is  depreciating  in  value  and  not  only  as  a  permanent  structure  but 
in  its  fire  resistance.  When  I  say  to  you  tnat  in  a  freely  burning 
fire  the  average  wood  lathe  and  plaster,  the  interior  finish  of  a 
building,  will  last  less  than  five  minutes  before  it  communicates  fire 
to  the  hollow  spaces  of  that  building,  it  may  be  appreciated  what 
the  menace  is,  say  that  is  considering  a  plaster  finish,  brand-new 
and  properly  seasoned,  and  plaster  finish  without  the  usual  cracks 
and  aeterioration  and  openings  which  form  by  settlement  and  changes 
in  the  building. 
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That  feature  alone,  the  exposure  of  the  stairways  through  which 
fire  occurs,  particularly  from  the  basement  of  dwellings,  and  the 
care  of  the  interior  finish  and  the  fire  stopping  in  the  construc- 
tion would  reduce  those  losses  that  you  are  now  suffering  tremen- 
dously. It  seems  to  me  that  if  the  attention  wa^  called  to  this  com- 
mittee, I  don't  believe  that  they  can  do  much  more  than  that,  for 
it  would  be  brought  to  the  attention  of  the  public  through  a  medium 
which  would  bring  the  matter  seriously  to  their  attention.  That  is 
the  burden  of  my  remarks. 

Tbe  Chairman.  Thank  you  very  much.  Miss  Sears,  will  you  please 
give  your  name  and  address  to  the  reporter? 

Miss  Sears.  Amelia  Sears,  168  North  Michigan  Avenue,  assistant 
superintendent  of  the  United  Charities  of  Chicago. 

The  Chairman.  Miss  Sears,  have  you  a  statement  prepared  that 
you  wish  to  make  ? 

STATEMENT  OF  HISS  AHEUA  SEAES,  STTFEBINTENDENT,  UNITED 

CEABITIES  OF  CHICAOO. 

Miss  Sears.  Yes;'I  have  gathered  together  such  data  as  the  United 
Charities  offers.  First,  I  want  to  extend  the  appreciation  that  our 
organization  of  the  United  Charities,  dealing  with  the  people  in 
th^  city  who  are  dependent  and  unable  to  support  themselves,  wants 
to  express  to  Senator  Calder  for  inaugurating  this  investigation,  and 
this  commission,  because  of  Mr.  Rosenthal's  pointing  out,  nothing, 
of  course,  comes  closer  to  us  and  the  people  we  serve  than  the  hous- 
ing situation.  ^ 

In  a  hasty  survey  of  approximately  500  families  living  in  500 
different  homes  10  district  superintendents  found  approximately 
200  instances  of  inexpressibly  bad  housing  conditions  m  the  city. 
Of  course,  this  only  represents  a  portion  of  the  bad  portions  in  the 
city.  A  ride  on  our  elevated  trains  at  any  time  of  the  day  or  night 
will  reveal  the  tremendous  need  there  is  fox  improvement.  Those 
bad  conditions  fall  into  a  dozen  specifications. 

The  basement  and  cellar  are  dwelling  places.  I  will  come  back 
to  this  in  a  minute.  The  dark  rooms,  the  dilapidation,  the  insani- 
tary conditions,  and  the  insufficient  light  from  200  families  living 
under  those  dark  conditions  can  be  gathered  together  and  produced 
within  a  couple  of  hours  if  desired. 

Now,  for  the  basement  and  cellar  dwelling.  You  know  Chicago 
has  a  particularly  peculiar  situation,  because  our  streets  have  all  been 
raised  above  the  natural  grade ;  therefore  the  houses  are  beyond  the 
street  level  and  the  rear  is  on  the  level.  These  people  live  in  these 
basements  with  the  front  windows  looking  up  on  a  solid  wall  of  the 
street.  The  sanitarv  bureau  of  the  department  of  health  can  not 
vacate  those  old  buildings,  can  not  condemn  and  order  vacated  those 
basements.  Water  flows  in,  because  thej  are  below  the  street  level. 
The  light  is  shut  out,  and  the  ventilation,  and  it  is  not  necessary 
to  point  Qut  the  difficulties  connected  with  that. 

The  Chairman.  Are  there  no  laws  here  in  this  city  that  forbid  the 
occupancy  of  rooms  that  have  not  got  access  to  the  open  air,  either 
direct  or  indirect? 
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Miss  Sears.  No.  We  have  two  codes  really  in  the  city,  one  deal- 
ing with  the  construction  of  new  building  which  is  or  was  when  it 
was  passed,  very  good.  Then  the  other  one  deals  with  the  existii 
buildings.  We  have  hundreds  of  rooms,  bedrooms,  and  rooms  m 
for  sleeping  rooms,  ,and  thousands  in  the  city  which  have  no  access 
to  light,  and  we  have  no  redress  or  law  compelling  that  they  shall 
be  made  accessible  to  outside  light. 

The  Chairman.  We  have  a  tenement-house  law  in  New  York  City 
where  the  room  must  either  have  direct  access  or  have  a  large  open 
space  connecting  with  another  room  that  has  direct  access. 

Miss  Sears.  We  have  practically  that.  The  law  is,  I  think,  that  it 
must  have  either  direct  access  to  the  open  air  or  must  open  into  a 
room  that  does  have  access,  so  it  practically  comes  to  the  same  thing. 

Then  with  the  buildings  constructed  as  they  are  in  the  city,  as 
Mr.  JRosenthal  pointed  out,  three  and  four  on  a  lot  and  built  before 
our  present  restrictions  about  crowding  buildings  together  came  up, 
we  have  brick  walls  right  against  tne  windows  of  other  houses. 
Those  all  are  old  buildings  and  were  in  existence  before  the  new  laws 
went  through.  We  really  have  no  redress.  We  know  of  those  dark 
rooms  where  the  light  has  to  bum  dav  and  night.  The  same  thing  is 
true  in  the  matter  of  dilapidation  where  we  have  damp  rooms  from 
a  literally  broken  wall,  leaking  roof,  broken  gutters  and  drain  pipes 
and  down  pipes,  broken  floors,  and  improper  ventilation.  There  are 
houses  set  right  on  the  ground,  and  in  wet  weather  the  water  seeps 
right  in. 

in  addition  to  these  conditions  there  are  other  troubles,  the  in- 
sanitary conditions.  There  are  many  houses  in  which  there  is  no 
water  supply,  the  water  has  been  turned  off,  the  plumbing  is  out  of 
order.  There  is  no  way  to  take  care  of  the  pipes.  That  is  one  of  the 
great  troubles  in  the  winter,  and  it  is  due  to  the  open  basement,  the 
failure  to  inclose  the  water  pipes,  and  therefore  to  permit  them  to 
freeze  over  and  over  again.  We  have  instances  where  processes  were 
taken  against  the  lancflord  in  December  to  thaw  out  the  water  pipes 
and  the  case  was  finally  disposed  of  in  the  next  July. 

Chicago  has  another  trouble,  which  Mr.  Bosenthal  referred  to, 
and  that  is  what  is  known  as  water-closets,  and  during  the  winter 
time  these  are  not  flushed ;  they  are  outdoors ;  they  freeze.  They  are 
imder  the  sidewalks  and  in  the  back  yards  and  used  by  large  numbers 
of  families.  In  the  outlying  portions  of  the  city  that  have  recently 
been  brought  into  the  city  there  still  exists  privy  vaults.  With  these 
conditions  to  cope  with,  naturally  the  people  that  live  with  these 
conditions  that  1  have  described  are  those  with  the  very  minimum 
income.  I  doubt  if  you  could  find,  for  instance,  one  man  belonging 
to  a  union  living  under  exactly  these  conditions. 

The  large  number  of  houses  and  dwellings  which  are  in  these  con- 
ditions will  demonstrate  that  this  situation  can  not  be  coped  with 
by  private  effort.  If  Chicago — and  I  am  speaking  only  for  Chi- 
cago— is  to  be  relieved  of  its  present  conditions,  it  seems  as  though  it 
must  be  through  Federal  effort.  We  have  the  example  of  the  Conti- 
nent! and  we  have  had  the  example  in  England,  and  we  have  a 
precedent  for  Federal  assistance  through  our  established  homestead 
acts,  etc.  The  problem  here  seems  to  be  too  great  to  be  successfully 
ooped  with  by  private  effort  and  private  organization  as  we  have 
seen  it  so  far. 
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Senator  Kenton.  What  do  you  find  as  to  sickness  in  these  places 
such  as  you  have  described  ? 

Miss  Sears.  There  is  a  constant  run^  of  course,  primarily  of 
respiratory  diseases;  one  family  infected  from  another,  and  they 
move  out  and  the  next  is  infected.  There  is  one  thing  we  escape 
here  that  New  York  has,  through  their  high  buildings  and^thers, 
we  do  not  begin  to  have  as  much  cardiac  trouble  from  climbing  the 
stairs.    We  have  very  few  tenements  above  three  stories. 

The  Chairman.  Do  you  think  that  is  a  better  thing? 

Miss  Sears.  Much  better.' 

The  Chairman.  To  walk  upstairs? 

Miss  Sears.  No.  It  is  better  to  avoid  those  high  flights,  because 
in  this  way  the  babies  can  be  gotten  down  and  outside  and  yet  they 
can  avoid  exactly  that  one  thing. 

Senator  Kjinyon.  What  about  the  moral  conditions? 

Miss  Sears.  Well,  too  much  can  not  be  said  on  that  score.  It  can 
be  emphasized  in  a  thousand  wavs.  With  no  yards  that  you  can  call 
yards.  They'  may  be  6  feet  oi  space  between  the  front  and  rear 
houses,  in  wnich  40  children  play.  It  is  no  unusual  thing  to  have  50 
people — literally,  50  people — living  on  a  25-foot  lot,'  just  as  Mr. 
Rosenthal  said. 

Senator  Kenton.  That  is  including  the  childi'en  ? 

Miss  Sears.  Yes ;  60  people,  not  a  family. 

Senator  Kenton.  In  these  kind  of  homes,  are  there  a  good  many 
children  ? 

Miss  Sears.  Always. 

Senator  Kenton.  Underfed  and  undernourished? 

Miss  Sears.  They  run  far  above  the  Federal  estimate  of  4.9  people 
per  family. 

Senator  Kenton.  In  your  work  do  you  observe  whether  malnu- 
trition has  much  effect? 

Miss  Sears.  Yes;  inevitably;  the  United  Charities  would  have  a 
large  amount  of  that,  because  families  only  come  after  they  have 
had  a  long  period  of  the  debilitating  diseased  and  loss  of  support  of 
all  sorts. 

Senator  Kenton.  Could  you  tell  how  many  people  the  United 
Charities  helped  last  winter? 

Miss  "Sears.  Actually  coming  to  the  United  Charities?  There  were 
7,000  families,  and  probably  that  would  be  approximately  35,000 
people. 

The  Chairman.  Still  during  the  last  few  years  there  have  been 
fewer  than  previously? 

Miss  Sears.  Twenty  per  cent  less  this  year,  ending  October,  1920, 
than  the  year  ending  October,  1919. 

The  Chairman.  You  want  to  prepare  for  a  busy  winter? 

Miss  Sears.  Indeed,  I  am  sorry  to  hear  that.  I  will  be  glad  to  send 
you  a  statement  of  this,  a  written  statement,  if  you  care  to  have  it. 

The  Chairman.  If  you  feel  so  disposed.    Thank  you. 

The  Chairman.  Miss  Richardson,  will  you  give  your  name  to  the 
reporter? 

Miss  Richardson.  Eleanor  Richardson. 

The  Chairman.  Will  you  kindly  state  what  your  position  is  and 
whom  you  represent? 
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STATEHENT  OF  HISS  ELEANOB  BICHABDSON,  EZECVTIVE  SECBE- 
TABY,  YOUNG  WOMEN'S  CHBISTIAN  ASSOCIATION. 

Miss  Richardson.  I  am  executive  secretary  of  the  Young  Women's 
Christian  Association  of  Chicago  and  metropolitan  secretary  of  the 
Y.  W.C.  A. 

I  received  a  telegram  from  our  national  housing  secretary  asking 
me  to  speak  for  the  national  board  of  the  Young  Women's  Christian 
Association  at  this  time  as  well. 

The  Young  Women's  Christian  Association  believes  that  a  housing 
investigation  to  be  complete  must  not  only  consider  the  family  units 
but  also  the  women  who  come  in  from  the  out-of-town  districts  to  rein- 
force the.  business,  the  industrial,  jnercantile,  and  commercial  inter- 
ests of  our  city.  There  never  has  been  a  thorough  survey  made  of 
these  women.  We  do  have,  as  the  Young  Women's  Christian  Asso- 
ciation, definite  facts  to  present  to-day  which  would  show  an  amazing 
result  if  such  a  survey  should  be  made. 

In  Chicago,  before  the  war,  we  were  staggered  by  the  number  of 

firls  that  were  turned  awa^  from  our  three  residences  and  our  six 
lleanor  Club  homes.  During  the  war  young  women  came  into  the 
city  to  take  the  places  of  the  men  that  were  called  to  the  colors,  and 
there  was  no  housing  construction  for  them  at  that  time. 

During  the  war  the  men's  salaries  and  wages  were  increased  very 
much  more  rapidly  and  to  a  greater  extent  than  the  women's,  so  that 
the  landladies  who  had  beds  to  rent  could  auction  their  beas  off  to 
the  highest  bidders.  Therefore,  generally  to  a  man,  who  could  always 
outbid  the  woman.  Since  the  war  of  course  many  of  the  war-time 
workers  have  returned  to  their  homes,  but  there  have  been  many, 
many  other  women,  we  find,  in  an  almost  equal  proportion  venturing 
forth  from  their  homes  by  the  attractivepess  of  comparatively  high 
wages,  and  again  no  construction  has  come  to  serve  them.  We  know 
that  there  are  78,000  women  employed  in  our  loop^  district  down 
here,  bounded  by  the  elevated  road.  We  don't  know  how  many  of 
them  have  come  into  the  city,  but  we  do  know  that  on  the  other  side 
of  the  Chicago  River  in  ward  21,  there  are  in  lodging  houses  there, 
5,000  women;  meaning  5,000  women  who  work  among  the  78,000 
women  in  lodging  houses,  who  have  come  into  the  city  to  reinforce  the 
industrial  and  mercantile  interests  of  the  city. 

There  we  find  juvenile  crime  pretty  high.  We  find  practically  no 
parlor  privileges  for  these  5,000  girls,  and  no  places  for  them  to  have 
wholesome  recreation.  We  read  in  the  first  page  of  the  Chicago 
newspapers,  some  five  months  ago,  that  one  of  the  public  utility  com- 
panies of  the  city  had  opened  up  a  home  in  order  to  secure  their  girls 
for  efficient  service  to  the  public  in  that  same  ward. 

Xow,  we  have  reason  to  believe  that  the  situation  in  Chicago  is 
dangerous  in  relation  to  its  young  women.  There  are  at  the  present 
time  in  the  city  30  resident  clubs  tor  young  women,  with  a  total  num- 
ber of  beds  of  2,689.  Fifty  of  those  are  for  colored  women,  two 
colored  homes. 

From  September  27  to  October  27,  this  year,  the  three  Y.  W.  C.  A. 
homes  and  the  six  Eleanor  Clubs  turned  away  1,500  girls  seeking 
permanent  accommodations  from  those  nine  homes.  Not  to  be  guilty 
of  inflation  of  figures,  we  would  be  willing  to  grant  that  it  was  750 


RECONSTRUCTION   AND  PRODUCTION.  937 

^rls  instead  of  1,500,  because  the  girls  would  go  to  the  Eleanor  Clubs 
and  then  come  on  to  the  Y.  W.  C.  A. 

Our  room  registry  bureau  in  the  last  six  months  has  had  1,600 
applicants  coming  to  them  for  rooms,  and  we  have  only  been  able  to 
place  1,000  of  the  1,600. 

We  have  on  our  room  registry  list  at  the  present  time  305  available 
rooms,  94  renting  for  $5  a  week,  144  renting  for  more  than  $5,  and 
only  67  under  $5  a  week,  and  yet  the  average  salary  of  these  1,600 
women — 800  of  those  1,500 — ^the  average  salary  is  under  $22  a  week. 

Now,  if  they  have  to  pay  $5  a  week  for  their  room  and  get  their 
meals  and  support  themselves,  clothes,  and  car  fare,  and  what  not, 
you  can  see  that  they  can  not  live,  giving  $20  for  room  rent  apart 
from  their  meals  out  of  their  $88  wages  earned  a  month. 

To  our  knowledge  there  is  no  plan  for  an  extension  of  housing  for 
women  under  these  resident  clubs  in  the  city;  no  concerted  action 
such  as  has  been  tried  out  in  relation  to  the  family  unit  by  the 
Chicago  Housing  Council.  The  only  thing  the  Young  Women's 
Christian  Association  has  been  able  to  do  is  to  buy  a  lot  for  a  home 
for  girls  as  soon  as  the  funds  are  forthcoming,  to  be  built  on  the 
North  Side. 

In  the  first  two  weeks  in  October  at  our  central  residence,  our 
oldest  and  most  centrally  located  building  in  the  city  turned  away 
574  transients  in  two  weeks,  and  our  room  registry  bureau  in  six 
months  was  able  to  serve  only  131  of  the  531  transients  that  came  to 
them,  and  we  ask  you,  Where  did  the  others  go  ? 

There  seems  to  be  no  accommodations  for  women  transients  in  the 
city,  and  we  have  28  trunk  lines  coming  into  this  city,  making  Chi- 
cago probably  housing  more  transients  than  any  other  city  in  the 
Ignited  States. 

Whereas  formerly  the  older  transient  women  have  been  accommo- 
dated by  the  Mary  Dawes  Hotel,  which  accommodates  150,  and  the 
Stevenson  Memorial  Home,  which  accommodates  100,  our  room  reg- 
istry finds  they  have  been  filled  the  last  six  months  with  older  people, 
and  therefore  there  isn't  any  place  for  the  older  transient  women. 
The  only  immediate  prospect  the  Young  Women's  Christian  Asso- 
ciation has  in  relieving  this  transient  problem  is  to  vacate  one  of 
the  floors  of  our  old  central  residence  down  here  having  our  room 
registry  bureau  and  find  rooms  in  the  residential  sections  among  the 
private  families  for  the  girls  who  are  now  living  there  as  permanent 
^ests  of  the  house. 

The  Young  Women's  Christian  Association,  nationally  and  locally, 
does  not  feel  that  this  problem  in  relation  to  the  housing  for  women 
is  concerned  simply  with  the  minimum  wage,  or  the  wage-earning  girl 
of  such.  We  believe  the  business  and  professional  women  should 
be  cared  for  in  this  housing  problem.  The  national  association  has 
blue  prints  in  relation  to  cooperative  methods  of  erecting  small  flats 
and  tenements,  and  even  cottages,  to  put  at  your  disposal.  We  also 
feel  that  the  third  group  that  should  be  considered  is  the  group  of 
business  women,  together  with  the  minimum  wage  earner  and  the 
professional  woYnen. 

We  feel  that  any  adequate  housing  proposition  should  coiicern  us 
as  citizens  and  not  merely  as  the  Y.  W.  C.  A.  I  mean,  all  of  us 
together  in  the  city  of  Chicago,  with  the  wage  earning  transient 
women,  the  transient  lodger,  and  also  we  must  serve  the  emergency 
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traveler  who  gets  into  some  difficulty,  one  kind  or  another,  as  she 
conies  through  the  city  from  her  home  to  her  destination. 

Now,  the  national  board  of  the  national  association  in  its  conven- 
tion last  May,  in  Cleveland,  voted  to  pledge  itself  to  try  to  focus  the 
attention  of  the  people  interested  in  housing  on  this  program  of 
housing  for  women,  and  have  pledged  all  of  its  resources,  whether  it 
be  blue  prints  or  whether  it  be  its  decreased  cost  of  construction  for 
buildings,  which  it  has,  whether  it  be  the  cost  of  operating  such 
buldings  after  they  are  erected,  at  your  disposal,  Mr.  Chairman, 
and  to  all  other  on^nizations  interested  in  it. 

Miss  Blanche  Gfary,  who  was  formerly  with  the  model  tenement 
house  work  in  New  York  City,  has  been  our  housing  secretary  on 
the  national  board  for  many  years,  and  it  was  through  our  regular 
council  housing  committee,  of  which  Mrs.  Rockefeller  was  chairman » 
that  many  of  our  housing  problems  for  the  munition  workers  and 
for  the  United  States  Government  uniform  workers  at  Charleston 
were  erected  during  the  war.  We  are,  therefore,  confident  that  our 
housing  •  department  has  discovered  how  to  build  a  type  of  house 
which  these  girls  can  pay  for  and  which  will  yield  4  per  cent 
on  the  investment.  Four  per  cent  is  not  like  the  6,  7,  and  8  per  cent 
we  have  heard  about  to-day,  but  it  is  an  economic  basis. 

The  Young  Women's  Christian  Association  does  not  feel  that  this 
question  of  housing  can  find  any  solution  any  longer  on  a  charity 
basis.  The  Chicago  association  is  convinced  that  no  drop-in-the- 
bucket  policy  of  any  one  organiation  can  avail  under  present  condi- 
tions, and  tifiat  it  is  time  for  this  city  to  develop  a  statesmanlike 
policy  and  a  definite  program  to  cover  a  term  of  between  eight  and 
ten  years  on  lines  which  its  best  minds  believe  will  accomplish  at 
least  the  solution  of  75  per  cent  of  the  housing  of  women.  So,  Mr. 
Chairman,  the  national  board  and  the  local  Y.  W.  C.  A.  pledge  their 
resources  and  cooperation  to  this  goal 

Senator  Calder.  Thank  you,  very  much;  and  we  are  very  much 
pleased  to  have  your  statenient  which  will  be  printed  in  the  record. 
(The  statement  referred  to  is  here  printed  in  full  as  follows:) 

Housing  for  Women. 

REPOBT  of  boom  REGISTRY  BUREAi:  OF  THE  YOUNG  W0MEN*S  CHRISTIAN  ASSOCIA- 
TION OF  CHICAGO  TO  THE  COMMITTEE  ON  RECONSTRUCTION  OF  THE  UNITED 
STATES  SENATE,  NOVEMBER  lO,   10 20,  CHICAGO,  IIX. 

The  Young  Women's  Christian  Association  believes  that  a  lioiising  investiga- 
tion to  be  complete  must  consider — 

1.  Housing  for  family  units. 

2.  Housing  for  women  entering  the  large  cities  to  serve  the  industrial,  mer- 
cantile, and  commercial  Interests  of  the  city. 

May  we  direct  your  thinking  to  the  latter? 

More  women  in  business  world — no  construction. 

Before  the  war  women  were  pouring  Into  the  wage-earning  world  in  a  huge 
steady  stream.  In  Chicago,  before  the  war  we  were  staggered  by  the  numbers 
of  girls  turned  away  daily  from  the  Y.  W.  C.  A.,  the  Eleanor  Clubs,  and  other 
places  to  which  they  might  turn  for  suitable  accommodations.  These  numbers 
were  greatly  Increased  during  the  war  by  girls  filling  the  places  of  the  men 
called  to  the  colors,  In  the  Industrial,  mercantile,  and  commercial  establish- 
ments of  this  city ;  and  during  that  time  no  construction  effecting  the  supply 
of  housing  for  their  service  was  undertaken  here ;  during  the  same  time  men's 
wages  rose  more  rapidly  and  to  a  greater  extent  than  has  been  the  case  with 
the  women. 
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Hence  landladies  having  beds  to  rent  were  able  practically  to  auction  them 
off  to  the  highest  male  bidder  whose  poeketbook  Invariably  enables  him  to  out- 
bid the  women.  Since  the  war,  though  many  war-time  women  workers  have 
returned  home,  yet  other  women  have  ventured  forth  from  their  homes,  at- 
tracted by  comparatively  high  wages.  Yet  no  construction  has  been  put  through 
that  affects  the  pn>blem  as  It  has  existed. 

We  have  reason  to  believe  that  tlie  situation  In  Chicago  is  dangerous  to  its 
girls  and  women. 

RESIDENCE    CLUBS. 

There  are  30  different  residence  clubs  for  girls  In  this  city  with  2,039  beds  (50 
for  colored ) .  From  September  27  to  October  27,  this  year,  the  three  Y.  W.  C.  A. 
residences  and  the  six  Eleanor  Clubs  turned  away  1,500  applicants  seeking 
permanent  board.  The  room  registry  bureau  of  the  Y.  W.  C.  A.,  between 
April  1  and  Octol>er  1,  1920,  has  had  1,600  apply  for  permanent  rooms.  We 
placed  1,000  of  them.  At  tliis  date  there  are  305  rooms  available  on  our  room 
registry  list.  Xlneiy-four  rooms  rent  for  $5  a  week,  144  r(K)m8  rent  for  more 
than  $5,  67  rooms  rent  for  less  than  $5.  The  average  calary  of  the  applicants 
is  $22  a  week,  making  it  necessary  for  them  to  secure  a  room  imder  $5  if  they 
are  to  get  tliree  meals  and  clothing  out  the  remainder.  We  had  expected 
to  erect  a  home  for  200  girls  on  the  North  Side,  but  our  funds  i)ermitted  us 
simply  to  buy  the  lot  this  year  for  the  same. 

TRANSIENT  SFTUATION. 

Five  hundred  and  eighty-one  women  have  applied  to  the  room  registry  bureau 
in  the  same  period.  W^e  have  been  able  to  care  for  only  130  of  them.  Five 
hundred  and  forty-seven  in  first  two  weeks  of  October  at  central  residence. 
Where  did  the  others  go?  There  seems  to  be  no  accommodation  for  transient 
girls  and  women  anywhere  in  the  city,  and  with  28  trunk  lines  coming  into  this 
metropolis  there  are  probably  more  transients  here  than  in  almost  any  other 
city  in  the  United  States.  Our  investigation  has  shown  that  whereas  formerly 
the  older  women  transients  were  taken  care  of  by  the  Mary  Dawes  Hotel, 
accommodating  150,  and  by  the  Stevenson  Memorial  Home,  accommodating  100, 
they  have  for  the  past  five  or  six  months  been  constantly  tilled,  and  there  seems 
no  place  for  the  older  women,  who  can  not  afford  hotel  or  who,  even  so,  find 
the  hotels  filled.  Our  only  prospect  of  relieving  the  transient  problem  is  to 
take  another  floor  of  our  oldest  and  most  poorly  equipped  residence,  and  the 
girls  occupying  these  rooms  now  will  be  helped  by  our  room  registry  to  get 
located  in  the  residence  districts  with  private  families. 

DrFFERENT    GROTTOS    TO    BE    HOl'SED. 

In  thinking  cif  an  adequate  housing  program  to  protect  the  girls  who  con- 
tribute their  toil  to  the  prosperity  of  the  dty's  business  life,  the  National  Young 
Women's  Christian  Association  think  not  only  of  the  mlninuim  wage  girl  who 
it  is  obvious  must  content  herself  with  the  cheapest  accomniodation,  and  few 
would  care  to  descrii)e  that  in  public.  We  are  also  mindful  of  the  lack  of 
accommodations  for  the  higljier-paid  business  and  profes.slonal  woman,  and, 
thirdly,  for  the  girl  between  the  latter  and  minimum-wage  person;  fourthly, 
for  the  women  travelers  who  through  Chicago — by  that  we  mean  the  girls  and 
women  in  difficulties  of  one  kind  or  another  on  their  trip  from  one  place  to 
another. 

NATIONAL  board's  RESOURCES — PLEDOED. 

The  national  association  in  their  convention  last  May  voted  and  committed 
itself  to  <lo  anything  in  its  power  to  bring  the  need  of  housing  for  girls  to  a 
focus,  and  to  put  its  resources,  including  blue  prints  of  types  of  building  just 
mentione<l,  estimated  costs  for  the  erection  of  the  same  (based  on  Eastern 
prices),  estimated  cost  for  oi)erating  the  same,  at  the  disposal  of  any  national 
or  civic  groui>s  to  further  the  solution  of  women's  housing.  Miss  Blanche  Geary, 
formerly  associate<l  \vith  the  model  tenements  of  New  York  CMty,  has  been 
our  housing  expert  all  through  the  war,  when  we  built  housing  accommodations 
for  munition  workers  at  the  re(|uest  of  the  (Jovernment,  and  can  be  reached 
through  the  national  board,  600  I^xlngton  Avenue.  New  York  City. 
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BUILDINGS   BUILT  AND  OPERATED  AS   AN   INVESTMENT. 

We  are  confident  that  we  have  discovered  how  to  build  and  operate  a  type  of 
residence  which  the  girls  can  pay  for  and  have  the  residence  yield  a  4  per  cent 
return  on  the  entire  Investment;  this  by  way  of  indication  that  the  Young 
Women's  Christian  Association  does  not  believe  that  the  solution  of  the 
problem  can  any  longer  be  found  on  the  chArity  basis,  but  on  a  sound  eeouomic 
basis. 

DEFINITE  PBOGBAM  OVEB  TERM  OF  YEABS  BY  ALL  AGENCIES  NEEDED. 

The  Chicago  association  is  convinced  that  no  droi>-in-the-bucket  effort  of  any 
one  organization  will  avail  under  present  conditions  and  that  it  is  time  for 
this  city  to  develop  a  statesmanlike  policy  and  a  definite  program  to  be  carrle<l 
out  during  the  next  8  or  10  years  on  lines  which  the  best  minds  believe  will 
accomplish  the  solution  of,  say,  at  least  75  per  cent  of  the  problem.  Mr.  Chair- 
man, both  the  national  and  local. association  pledge  their  resources  and  coopera- 
tion to  this  goal. 

(Mrs.  Cabl  C.)  Alice  F.  Bullock, 

President. 
Mrs.  ('liffobd  W.  Babnes, 

Room  Registry  Chairman. 
Eleanob  Richabdson, 

Metropolitan  Executive  Secretary. 

bepobt  of  boom  begistby  depabtment — LIST  OF  besidence  clubs  fob  gibls. 

Chicago,  October,  1920. 
Name  of  club :  Capacity. 

Augustana  Central   Home 20 

Eleanor  Club  Association 720 

Girl's  Friendly  Lodge  (Episcopal) 75 

Immanuel  Woman's  Home 90 

Indiana  House 100 

Moody  Church  Women's  Home 200 

St.  Elizabeth's  Home  (Catholic) 83 

Three  Arts  Club 135 

Young  Woman's  Home 140 

McKlnley  Home  for  Working  Girls 36 

Bethany  Home 25 

Stevenson   Memorial   100 

Young  Woman's  Boarding  Home  (Salvation  Army) 145 

Jane  Club  28 

Girl's  Club   (Miss  Gabriel) 25 

Dorothea  Burr 38 

Queen  Esther 50 

Melissa  Evans  Club 22 

West  Side  Christian  Home 25 

Harris  Hall   100 

Josephine  Club  (Jewish) 30 

Christian   Women's  Home 35 

Central  Residence  Y.  W.  C.  A 328 

West  Side  Residence  Y.  W.  C.  A 61 

Total . 2,582 

Central  Residence rooms__      203 

West  Side do 31 

Indiana    (colored)    do 16 

250 

Single  rooms  84 

Double   rooms   156 

Three  in  a  room l 8 

Four  In  a  room 2 

250 
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Prices :  $6.50  to  $9,  room  and  three  meals ;  $5.50  to  $8,  room  and  two  meals. 

At  this  present  date,  approximately  1,500  girls  are  turned  away  every  month 
from  the  various  girrs  l)oarding  homes  in  the  city.  The  Eleanor  Clubs  alone 
turn  away  more  than  750  a  month.  Our  Central  Residence  at  830  South 
Michigan  Avenue  is  always  filled  to  overflowing  and  has  1,000  applicants  a 
month  asking  rooms. 

The  room  registry  of  the  Y.  W.  C.  A.  meets  the  need  of  housing  for  the  girls 
to  the  following  extent : 

Three  hundred  and  forty  rooms  have  been  liste<l  the  past  six  months;  76 
rooms  have  been  rejected;  1,600  girls  have  applied  for  rooms;  1,000  girls 
have  been  placed  in  rooms  permanently;  531  transients  have  applied  for  ac- 
commodations (about  one-fourth  could  be  taken  care  of). 

At  this  date,  October  27,  there  are  : 

Three  hundred  rooms  available  on  the  room  registry  list;  94  rooms  rent  for 
$5  a  week;  144  rooms  rent  for  more  than  $5  a  week;  67  rooms  rent  for  less 
than  $5  a  week. 

Only  one- third  of  these  rooms  are  located  where  the  girls  wish  to  live.  There 
are  at  present  on  the  list  only  five  places  where  board  Is  given.  The  average 
boarding  place  is  $10  a  week.  The  average  salary  of  the  applicants  for  rooms 
is  $22  a  week,  making  the  room  under  $5  the  only  available  one  for  her.  We 
hope  that  this  report  shows  a  ver>'  great  need  for  more  girls*  boarding  homes^ 
which  is  felt  every  day  in  the  roon^-registry  department. 

There  seems  to  be  no  accommodation  for  the  transient  girls  and  women 
anywhere  in  Chicago,  and  there  are  probably  more  transients  in  this  city 
than  anywhere  in  the  United  States.  Five  hundred  and  forty-seven  were  turned 
away  fronr  Central  Ileaidence  the  first  two  weeks  in  October  and  70  came  to  the 
room  registrj'.  Arrangements  have  been  made  with  a  woman  who  has  an 
apartment  just  across  the  river,  north,  for  one  double  room  and  one  single 
room.  By  guaranteeing  her  $3.50  a  night  she  keeps  these  roomg  for  room- 
registry  transients,  and  this  helps  a  great  deaK 

Formerly  the  older  women  transients  were  taken  care  of  at  the  Mary  Dawes 
Hotel,  a  lodging  house  of  very  good  type,  accommodating  160,  and  by  the 
Stevenson  Menrorlal  Home.  For  the  past  five  or  six  months  these  have  been 
filled  constantly,  and  there  seems  to  be  no  place  at  all  for  the  older  women 
who  can  not  afford  a  hotel  or  who  finds  all  hotels  filled.  Our  only  prospect  of 
relieving  the  transient  problem  is  to  take  one  floor  of  the  Central  Residence 
for  transients.  The  girls  occupying  these  rooms  will  be  helped  by  the  room 
registry  in  getting  located  in  the  residence  district  with  private  families. 

The  Chairman.  Mr.  Patterson,  we  will  be  very  glad  to  have  you 
give  the  reporter  your  name  and  ousiness. 

STATEMENT  OF  HK.  J.  B.  PATTEBSON,  CHATTIMAW,  TENANTS' 

PBOTECTIVE  ASSOCIATION. 

Mr.  Patterson.  Mj  name  is  J.  R.  Patterson,  and  I  am  chairman  of 
the  Tenants'  Protective  Association. 

Mr.  Chairman,  on  behalf  of  the  Chicago  Tenants'  Protective  Asso- 
ciation I  desire  to  say  that  I  am  glad  that  the  humane  note  has  been 
struck  here  so  directly  this  afternoon  by  at  least  three  of  the  speakers. 
We  are  for  the  dollar,  of  course,  but  we  are  for  humanity  first,  and 
as  the  great  Roosevelt  said,  when  the  rights  of  property  conflict  with 
the  rights  of  humanity  the  rights  of  humanity  should  prevail.  I  am 
sure  that  we  are  all  thrilled  with  Mr.  Rosenthal's  statement,  which  I 
know  to  be  true,  and  with  that  of  the  two  ladies. 

Chicago  is  in  a  sad  condition.  We  would  hardly  believe  it,  looking 
at  light  and  marble  and  beautiful  woodwork,  but  it  exists.  We  can 
harcfly  understand  that  back  of  the  yards  and  in  Little  Italy  and  in 
the  (rhetto  there  are  conditions  that  only  Dante  could  describe. 
Why,  I  heard  of  one  room  where  three  families  lived,  one  family  in 
the  middle,  one  family  over  on  one  wall,  and  one  family  near  the 
other  wall.    There  are  hundreds  of  thousands  of  these  instances,  but 
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I  think  that  we  forget  another  class,  and  that  is  the  so-called  mid- 
dle class,  the  so-called  white-coUarea  class.  The  union  labor  cla^ 
has  been  enabled  to  get  along  without  many  protests,  because  of  the 
relatively  high  wages.  The  class  that  is  sunering  and  suffering  in 
silence  have  been  the  so-called  middle  class,  the  clerk  class,  the  sales- 
man class,  the  professional  men's  class,  the  small-business  men,  and 
this  represents  a  large  majority  of  the  people. 

Now,  in  this  city  of  Chicago  only  tnis  class  has  been  represented 
and  that  rather  feebly  perhaps,  the  great  submerged,  those  in  the 
Ghetto  and  along  Chicago  Avenue  ancf  Division  Street  and  Clybourn 
Avenue  and  the  151,000  colored  people  that  are  bunched  in  two  areas 
in  the  city  of  Chicago,  those  great  masses  of  people  are  just  as 
seething. 

As  president  of  the  Chicago  Tenants'  Association  I  have  been  in- 
vited to  go  all  over  in  every  part  of  the  city.  My  business  is  that  of 
a  member  of  the  staff  of  the  Chicago  Public  Library.  I  am  in  touch 
with  all  parts  of  the  city,  with  75  social  settlements.  It  is  my  busi- 
ness to  try  and  make  life  pleasanter  by  bringing  the  potential  reader 
and  the  book  together,  i  just  simply  say  that  to  show  that  having 
been  born  in  Chicago  on  the  West  Side,  lived  here  all  my  life,  my 
life  has  been  in  touch  with  the  city.  I  know  something  about  it,  and 
these  three  tribunes  of  humanity.  I  would  like  .to  see  them  in  let- 
ters, in  the  largest  letters  printed. 

Now,  Chicago  is  unfortunate  in  this,  that  we  have  thousands  and 
tens  of  thousands  of  old  frame  shacks ;  they  are  too  good  to  pull  down 
and  yet  they  are  reeking  with  filth;  they  are  insanitary,  and  they 
are  getting  worse  and  worse,  and  the  trouble  is  that  they  can  be 
rented  now  in  this  crisis;  almost  anything  can  be  rented — old  stables, 
old  stores,  everything  can  be  rented,  when  we  read,  as  in  this 
morning's  paper,  Los  Angeles  has  bought  5,000  tents  from  the  Gov- 
ernment we  wonder  how  the  tents  out  on  Grant  Park  would  look. 
But  perhaps  it  is  a  little  too  cold  for  them.  There  are  some  things 
we  can  not  do. 

We  turn  away  from  our  own  best  interests,  sometimes,  Mr.  Chair- 
man. We  tried  first  cooperation  and  then  arbitration.  The  Gov- 
ernment has  put  its  stamp  upon  arbitration.  We  tried  it  with  the 
Chicago  Real  Estate  Board  and  the  Cook  County  Real  Estate  Board. 
The  tenants  tried  to  bring  the  tenant  and  the  landlord  together. 
We  failed  almost  altogether.  It  was  almost  a  total  loss,  because 
many  of  the  landlords  said^  "  We  have  nothing  to  arbitrate.''  We 
failed  then.  The  city  council  tried  to  do  something,  but  there  was  no 
law  on  the  subject.  We  went  to  the  Government,  to  the  governor 
of  the  State  on  the  17th  of  August.  We  have  not  heard  from  him 
since.  We  asked  for  a  special  session.  We  are  looking  forward  to 
the  regular  session  in  January:  but,  after  all,  we  come  to  this  con- 
clusion, that  we  ought  to  come  to  the  part  of  our  country,  the  part 
of  our  Government  that  after  all  ultimately  brought  about  this  con- 
dition, this  condition  of  limited  housing  coming,  after  all,  from  the 
war,  and  we  are  all  responsible  for  the  war.  The  Government, 
however,  ordered  it  and  directed  it;  and  all  of  the  people  patrioti- 
cally acceded  to  that,  and  so  building  was  stopped. 

So  then.  Uncle  Sam  gave  the  order,  and  for  the  good  of  all  laid 
this  burden  upon  us. 
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Now,  who  is  carrying  most  of  the  burden  ?  It  is  the  tenant  class. 
Why  should  the  tenant  class  carry  most  of  the  burden  when  the  whole 
country,  all  classes,  the  worker,  the  rich  man,  the  so-called  middle 
class  and  the  poor  are  all  responsible.  We  think  then  that  the 
United  States  should  lift  some  oi  this  burden. 

Now.  among  the  awful  things  regarding  this  home  shortage  that 
might  be  added  to  the  catalogue  are  things  that  make  your  heart 
sad.  Men  come  back  from  the  war  and  find  that  their  landlords 
have  thrown  them  out  and  probably  put  in  slackers.  I  know  of  one 
man  who  had  three  wounds,  and  who  was  cited  by  the  British  and 
French  Governments  four  times,  and  the  party  had  five  children,  was 
thrown  out  of  his  home.  It  is  almost  unbelievable  that  tenants 
in  this  town  have  been  thrown  out  because  they  break  the  lease 
which  provides  there  should  be  no  children  in  that  home,  and  when 
God  blessed  that  home  with  children  they  were  cast  out.  That  is 
almost  unbelievable.  This  condition  is  conducive  to  practice  pre- 
varication. A  woman  who  had  to  move  out  knew  well  the  objec- 
tion on  the  part  of  many  landlords  to  children.  What  did  she  do? 
She  sent  her  four  children  to  Graceland  Cemetery  and  let  her  chil- 
dren stay  there  all  day,  spend  the  day.  have  a  picnic  there.  She  went 
to  a  certain  landlord:  "How  about  cnildren?^'  "Four;  they  are  all 
in  Graceland  Cemetery."    The  lease  was  signed  and  they  moved  in. 

The  Chairman.  I  understand  that  worked  in  Brooklyn  and  in 
Greenwood  Cemetery  in  New  York.  That  undoubtedly  occurred 
here,  but  it  is  20  years  old. 

Mr.  Patterson.  The  profiteers  in  Germany  are  taken  a  little  better 
€are  of  than  they  are  here.  I  understand  they  send  them  to  jail,  and 
in  other  places  tney  put  yokes  around  their  necks. 

Senator  Kenyon.  What  are  your  remedies,  Mr.  Patterson? 

Mr.  Patterson.  Well,  the  farst  great  one.  Senator,  is  agitation. 
The  comfortable  people,  the  people  that  are  well  housed,  are  loath 
to  believe  that  these  conditions  exist ;  but  every  lover  of  his  country 
knows  that  there  is  a  volcano — perhaps  that  is  a  little  strong — ^but 
there  are  seething  masses,  and  if  hard  times  come  on  the  country, 
then  we  are  going  to  have  trouble,  especially  in  these  great  cities. 

These  settlement  workers  and  these  school-teachers  and  librarians 
and  that  class  of  people,  they  know  there  is  going  to  be  great  trouble 
in  these  great  congested  districts.  ^ 

Now,  first,  agitation  we  want. 

The  press  of  this  city  has  done  noble  work.  They  have  exploited 
them.  We  will  do  what  we  can,  but  this  State  is  a  landlord-ridden 
State.  It  seems  as  though  we  can  not  get  anything  passed.  We  run 
up  against  a  stone  wall.  So  we  are  delighted  that  the  National 
Congress  comes  here  and  listens  to  our  plaints..  Well,  I  say,  first,  we 
want  publicity.  We  want  the  situation  recognized.  We  want  that 
the  rights  of  human  life,  the  human  comfort,  be  given  precedence 
over  that  of  the  dollar.  We  want  to  hear  less  about  the  dollar,  and  we 
want  to  hear  more  about  what  is  good  for  the  human  part  of  our 
Nation. 

The  Chairman.  We  are  for  you  on  that  very  much.  We  believe 
in  all  of  that,  but  we  have  got  to  get  more  houses ;  and  you  can  not 
make  builders  construct  more  houses  unless  it  is  a  profitable  busi- 
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ness  for  them  to  do  it.  Now,  would  you  urge  the  Government  to 
build  houses  ? 

Mr.  Patterson.  Why  not?  The  Government  builds  houses  for 
monkeys  out  in  Lincoln  Park. 

The  Chairman.  Well,  that  is  very  true. 

Mr.  Patterson.  I  understand  there  is  a  very  fine  aquarium  in  the 
Battery  in  New  York  where  the  fishes  have  homes. 

The  Chairman.  Yes ;  that  is  very  true. 

Mr.  Patterson.  With  no  profiteering  landlords. 

The  Chairman.  That  is  true.  The  city  of  Chicago  builds  homes 
out  in  the  park  for  the  monkeys,  and  we  have  the  Aquarium  in  New 
York.  That  is  all  right.  I  am  strong  for  your  theory;  but  the  Gov- 
ernment can  not  build  a  thousand  homes  in  Chicago  and  a  thousand 
in  New  York  and  a  thousand  in  St.  Louis  and  a  thousand  in  Los 
Angeles,  for  if  they  do  that  would  be  only  a  drop  in  the  bucket. 
What  we  have  to  do  is  create  a  condition  of  affairs  in  which  people 
who  have  been  building  houses  for  a  century  will  get  in  the  situation 
again,  it  seems  to  me,  because  the  Government  can  not  commence  to 
meet  the  needs. 

I  am  against  a  profiteering  landlord,  but  when  I  stop  the  profiteer- 
ing landlord  I  stop  everybody  else  that  is  building  tenements  from 
building  any  more.  Now,  I  am  wondering  whether  or  not  these 
changed  business  conditions,  which  are  upon  us,  are  going  to  bring 
about  activity  again  in  building,  whether  we  are  going  to  get  people 
who  formerly  built  to  build  the  5,000  single-family  houses  you  ought 
to  build  here  every  year,  the  4,000  tenements  for  10,000  families  you 
ought  to  build  every  year,  with  the  same  building  conditions  existing 
all  over  the  country. 

What  we  want  to  do,  if  we  can,  is  to  get  the  private  builder  to  do 
these  things,  and  what  is  the  best  thing  to  do  to  encourage  him  to  do 
it.  Will  these  new  conditions  come  in?  Will  these  lower  prices  do 
it  ?  Or  will  we  have  to  resort  to  some  indirect  or  direct  Government 
aid  to  do  it  ?  That  is  the  thing.  We  are  glad  to  have  your  opinion. 
We  know  the  situation  is  desperate  and  must  be  relieved.  We  are 
wondering,  in  a  practical  way,  how  to  relieve  it. 

Mr.  Patterson.  That  is  enough  for  me.    Thank  you. 

STATEMENT  OF  HK.  UNLET  E.  BELL,  MANAGER,  OBAND  BOXTLE- 
VABD  DISTRICT  PBOPEETY  OWNEBS'  ASSOCIATION. 

The  Chairman.  Mr.  Bell,  will  you  please  give  your  full  name  and 
your  position  to  the  reporter? 

Mr.  Bell.  My  name  is  Finley  E.  Bell,  and  I  am  manager  of  the 
Grand  Boulevard  District  Property  Owners'  Association. 

Senator,  I  will  endeavor  to  be  brief.  I  know  it  is  getting  late.  I 
will  also  file  some  data  or  statistics  with  your  secretary,  which  you 
can  take  back  with  you. 

When  the  Federal  Government  had  to  act  because  of  the  war,  and 
contemplated  the  Negroes  in  the  South  and  brought  them  into  the 
southern  camps,  they  found  they  were  not  competent  to  serve  in  the 
colors  and  thev  sent  them  to  Chicago  and  the  large  cities  in  the  North 
in  order  to  help  out  in  the  industrial  fields  and  in  Government  work. 
The  Government  made  a  mistake  in  not  providing  suitable  housing 
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conditions  for  a  great  many  of  those  Negroes.  Prior  to  the  war, 
56,000  Negroes  in  Chicago,  and  they  lived  in  that  part  of  the  city 
that  is  not  even  a  decent  place  for  colored  men  to  live  in.  The  people 
that  owned  that  district  exploited  these  Negroes;  done  very  little 
repair  work  for  them.  The  Negro's  dollar  does  not  bring  as  much 
as  the  white  man's  dollar.  That  condition  has  obtained  all  through 
the  North,  where  we  profess  to  love  the  Negro,  but  exploit'  him. 

jS^ow,  our  Negro  population  was  augmented  from  something  like 
56,000  to  something  like  a  quarter  of  a  million,  and  you  will  not  find 
that  in  the  statistics  of  our  present  administration.  I  refer  to  our 
local  administration.  This  morning  it  was  said  to  you  that  we  were 
increasing  at  the  rate  of  70,000  a  year.  The  health  officer  said  that. 
He  was  followed  by  the  school  superintendent,  who  said  that  the 
school  population,  according  to  your  own  interrogation,  was  increas- 
ing at  the  rate  of  21,000. 

The  Chairman.  Twenty-one  thousand  additional  school  children, 
which  would  mean  an  increase  in  population  of  180,000  ? 

Mr.  Bell.  Yes.  And  you  also  heard  from  other  city  officials  that 
it  was  150,000.    Statistics  lie,  but  observation  will  back  up  what 

sav. 

The  Chairman.  It  is  simply  one  man's  guess  against  another 
man's? 

Mr.  Bell.  Yes.  The  Federal  Government  has  a  good  census  re- 
pK)rt.  Based  on  that  you  can  get  a  safe  opinion.  If  your  com- 
mittee were  to  view  the  trains  that  come  from  the  South  daily  you 
will  find  the  Negro  population  continuing  to  increase.  An  official  in 
Washington  said  last  week  that  the  Negroes  were  being  importuned 
by  their  friends  in  the  North  to  send  them  money  so  that  they  could 
get  back  South,  and  undoubtedly  when  this  period  that  we  all  seem 
to  anticipate,  and  which  will  come,  no  doubt,  does  come,  many  of 
these  Negroes  will  be  forced  to  go  back  South  or  to  some  other  place 
where  they  can  obtain  employment. 

We  are  not  trying  to  discuss  that  feature.  We  are  considering  that 
the  Negro  is  entitled  to  the  best  he  can  get,  but  instead  of  the  white 
man  in  Chicago  helping  the  Negro,  he  has  exploited  him,  and  the 
practice  of  certain  nefarious  real  estate  men — not  all  of  them,  but 
some  of  them — have  been  to  put  the  Negro  in  the  middle  of  a  block 
occupied  by  white  people,  which  will  have  the  effect  of  depreciating 
the  value  of  the  propeity  in  the  district;  and  that  has  occurred  in 
the  district  between  Thirty-ninth  and  Sixty-third  Streets  and  from 
the  Rock  Island  tracks  to  the  Lake,  which  one  of  the  persons  who 
testified  this  morning  said  there  was  some  overcrowding  in.  In 
some  of  those  flats  that  are  now  occupied  by  Negroes  there  are  14  and 
15  dwelluig.  The  beds  never  get  cold.  The  Negroes  that  work  in 
the  day  ana  night  continually  occupy  the  beds. 

Senator  Kenyon.  That  is,  the  night  workers  sleep  in  the  day  and 
the  day  workers  in  the  night? 

Mr.  Bell.  Yes,  sir.  These  Negroes  first  obtained  employment  in 
the  yards,  many  of  whom  have  since  been  relieved  from  thase  posi- 
tions. I  believe  I  can  make  the  statement  thejr  were  not  found  effi- 
cient. That  is  not  against  them,  however.  They  were  sent  out  to 
the  steel  mills,  and  they  are  now  out  at  Gary  and  South-  Chicago; 
but  they  are  compelled  to  travel  long  distances  from  this  so-called 
black  belt  out  here  to  their  places  of  employment. 
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The  Negro  has  not  been  treated  fairly  in  the  way  he  has  been  han- 
dled in  Chicago.  Some  of  these  Negroes,  due  to  political  expediency, 
or  whatever  you  wish  to  term  it.  have  been  quite  favored.  Some  of 
them  have  amassed  quite  a  bit  of  wealth,  and  they  have  placed  them- 
selves in  the  middle  of  the  white  blocks,  and  that  has  had  the  eflFect 
of  depreciating  property  in  that  district  to  the  extent  of  $200,000,000. 

Now,  this  has  happened  in  the  last  few  years.  This  is  a  postwar 
condition.  These  white  people  moved  out,  and  many  of  th^n,  sofne 
of  our  oldest  families  in  Chicago.  They  would  tell  you,  and  their 
neighbors  would,  that  they  believe  in  social  equality,  but  they  believe 
in  it  from  the  distance  standpoint.  They  would  move  away.  White 
people  on  the  South  Side  every  day  within  3  miles  of  where  we  are 
sitting  now,  are  being  put  out  of  their  homes  because  of  the  ingress 
of  Negroes  from  the  South,  and  every  day  there  are  foreclosures 
going  on  there,  and  they  will  continue  to  increase  in  severity  as  time 
goes  on.  The  South  Side  can  not  exist  as  at  present.  It  will  either 
be  all  "  black  "  or  all  "  white,"  but  it  can  not  be  black  and  white  in  the 
same  districts.  You  recall  the  terrible  race  riot  that  we  had  here  a 
year  ago.  There  has  been  causes  for  more  incipient  riots  since  that 
time.  l\e  have  to  do  something  for  the  Negro  by  halving  the  philan- 
thropic people  and  the  people  that  love  the  Negro  rehabilitate  the 
Negroes'  district  so  the  Negro  can  find  suitable  housing  conditions 
with  his  own  people  and  not  crowd  over  into  the  white  section  and 
put  the  whites  out,  because  that  is  what  it  amounts  to,  and  you  have 
to  recognize  the  racial  prejudice. 

I  believe  the  Federal  Government  can  help  in  the  solution  of  this 

Droblem  by  doing  in  peace  times  just  what  you  did  in  war  times. 

lou  built  homes  for  Negroes  during  the  war.     They  were  good 

homes,  too.    I  do  not  mean  shacks  and  places  where  they  can  not 

live,  but  in  houses  that  are  comfortable. 

The  Chairman.  Were  there  any  houses  built  in  Chicago  by  the 
Government? 

Mr.  Bell.  No,  sir;  not  as  I  understood.  I  was  in  war  work  and 
not  here  in  Chicago.  I  believe  legislation  similar  to  the  Federal 
reserve  act,  legislation  similar  to  the  Federal  farm-loan  act,  in  which 
you  helped  the  farmer — I  believe  you  can  enact  similar  legislation  to 
that  which  will  enable  us,  which  will  enable  the  ordinary  white 
man  and  the  ordinary  colored  man  to  obtain  a  home,  and  what  I 
mean  by  a  home  is  not  necessarily  a  plot  of  ground  20  miles  from 
where  he  works,  but  a  flat  building,  if  you  please,  with  modem 
accommodations,  that  he  can  own  on  the  cooperative  plan,  and  you 
will  have  to,  in  enacting  this  legislation,  provide,  just  as  you  sug- 
gested a  while  ago,  that  men  who  were  formerly  known  as  speculators, 
perhaps  with  this  educational  work  you  are  doing  you  can  get  them 
to  come  back  to  build  these  houses  and  forget  much  of  the  profits 
that  they  are  now  trying  to  get  back  before  they  start  anything. 
You  know  we  have  a  condition  in  this  country  that  is  called  "Let 
George  do  jiL"  and  you  can  not  find  out  who  "  George  "  is. 

Senator  Kenton.  What  is  your  association? 

Mr.  Bell.  Our  association  is  an  association  of  property  owners, 
about  a  thousand^  and  the  district  that  our  work  covers  is  Thirtv- 
ninth  Street  to  Sixty-third  Street  and  from  the  Rock  Island  tracKs 
to  the  lake,  perhaps  6  or  8  miles  'square.    In  that  district  there  are 
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20,667  flats,  3,340  buildings.  Those  are  the  buildings,  some  oi  them, 
which  are  overpopulated  by  Negroes.  There  are  moral  conditions 
and  other  conditions  that,  grow  out  of  that  that  are  very  bad.  I 
think  the  National  Government  can  enact  legislation  that  will  enable 
a  man  to  obtain  a  home.  I  believe  the  exemption  feature  can  be  cut 
down  so  that  money  can  be  directed  back  into  prewar  channels. 

The  Chairman.  Are  the  colored  men  in  the  neighborhood  you 
spak  of  thrifty  ?  Are  they  trying  to  save  their  money,  or  any  part 
of  their  monev? 

Mr.  Bell.  Some  of  the  colored  men  are  quite  thrifty,  but  you  know 
the  Government  failed  in  a  thrift  way,  and  you  can  not  expect  the 
Negroes  to  do  it.  A  great  many  of  them  are  smart ;  they  are  very 
smart.  They  have  white  people  associated  with  them  who  are  very 
tricky.  They  claim  to  help  the  Negro,  and  instead  of  that  they 
exploit  him.  They  take  a  second  mortgage  on  the  Negro's  property 
and  discount  it  at  20  per  cent. 

The  Chairman.  Wouldn't  it  be  a  great  thing  for  the  good  people 
of  Chicago  to  interest  these  people  in  a  saving  campaign  whereby 
they  could  put  their  money  in  a  bank  or  in  a  postal  savings  or  build- 
ing and  loan  association  to  create  a  little  capital  for  themselves  with 
which  some  day  they  might  buy  a  home  ? 

Mr.  Bell,  i  ea 

The  Chairman.  No  better  work  could  be  done  for  these  people 
Qoming  from  the  South  if  some  one  would  teach  them  to  save? 

Mr.  Bell.  Yes.  The  Negroes  have  been  conducting  loan  associa- 
tions, usually  under  white  auspices,  and  the  commissions  are  quite 
fair.  What  we  would  like  to  effect  on  the  south  side  is  the  right 
kind  of  a  spirit  of  the  white  people  that  would  enable  them  to  recog- 
nize what  this  means,  and  to  hold  their  own  property,  to  provide 
adequate  housing  for  the  Ne^o  where  he  will  not  be  in  jeopardy 
and  where  the  white  people  will  not  be  in  jeopardy. 

The  Chairman.  Thank  you  very  much. 

The  Chairman.  Mr.  Jessurun,  kindly  give  your  name  and  your 
representation  to  the  reporter. 

STATEMENT  OF  HK.  A.  E.  JESSTJBTJN,  PEESIBENT,  WILSON  AVENTTE 

TENANT  ASSOCIATION. 

Mr.  Jessurun.  My  name  is  A.  E.  Jessurun;  I  am  president  of  the 
Wilson  Avenue  Tenant  Association. 

There  has  been  a  great  deal  of  talk  about  the  profiteering  and  the 
increased  cost.  As  I  understand  it,  that  increased  cost  is  on  the  few 
buildings.  What  I  want  to  know  is,  on  these  old  buildings,  some  of 
them  25,  30,  and  35  years  old,  why  the  rents  were  increased  the  1st 
of  last  May  from  75  per  cent  to  150  per  cent  notwithstanding  the 
statements  of  both  real  estate  boards  of  this  city,  public  statements 
in  the  newspapers,  that  the  increase  in  expenses  were  not  over  25 
per  cent.  Last  February  I  received  my  notice,  a  60-day  notice,  of 
termination  of  the  lease.  I  called  on  the  agent  and  expected  to 
pay  an  increase  in  the  rent.  I  said,  "  How  much  is  the  increase?'* 
He  said,  "  One  hundred  per  cent."  Now,  that  was  the  first  advance 
made  on  the  North  Side,  made  by  one  of  the  largest  firms  in  the  city 
of  Chicago.    The  gentleman  that  is  the  head  of  that  firm  testifier! 


948  RECONSTRUCTION   AND  PRODUCTION. 

here  to-day.    I  said,  "  Do  you  mean  to  say  you  are  going  to  increase 


do  about  it." 

This  statement  was  published  in  the  papers.  I  was  the  first  one 
to  start  the  fight  in  this  city  against  the  rent  hogs,  as  they  call  them. 
I  said,  ''If  nobody  else  in  the  city  of  Chicago  fights  I  am  going  to 
fight  this  thing  to  a  finish  if  I  have  to  sell  everything  I  have  got." 
They  said,  ''Do  you  know  who  you  are  fighting?"  I  said,  '*  Yes; 
Baird  &  Warner,  one  of  the  largest  firms  in  this  city,  and  Mr.  Baird, 
the  president  of  the  association,  and  it  will  give  me  more  satisfac- 
tion to  lick  him  than  it  will  to  lick  all  the  other  real  estate  men  in  this 
town." 

Inside  of  one  hour  I  had  a  list  of  the  84  tenants  in  the  two  build- 
ings, the  rents  they  we^e  paying,  and  when  their  leases  expired.  I 
called  a  meeting  of  the  tenants  that  night.  They  raised  a  fund  of 
$5  apiece — raised  over  $400  and  engaged  an  attorney.  I  got  out 
that  sign  "  Unfair,"  that  we  hung  in  all  of  the  windows  of  the  84 
apartments.  "  Agents  of  landlord  demands  unreasonable  increase  of 
rents.  This  apartment  will  not  be  vacated  May  1.  Do  you  want  to 
buy  a  lawsuit?" 

Those  were  the  first  two  buildings  where  those  signs  were  ex- 
hibited in  Chicago.  We  stood  pat.  They  were  unable  to  rent  an 
apartment  in  any  of  the  84  apartments.  They  ^ave  an  option  to  a 
real  estate  man,  90-day  option,  on  the  two  buildings.  This  man 
thought  if  he  could  get  the  tenant  to  pay  the  increase  of  100  per  cent, 
that  inside  of  90  days  he  could  sell  it  to  some  poor  victim,  and  in  a 
year  or  two  the  poor  victim  would  hold  the  bag.  I  plugged  that 
little  game. 

The  funny  part  of  it  was  that  this  man  that  had  the  option  was  a 
real  estate  agent  on  Broadway,  within  a  mile  of  Baird  &  Warner's 
office.  He  knew  there  would  be  a  howl  about  this  100  per  cent  in- 
crease, as  that  w^as  the  first  advance.  Instead  of  him  handling  the 
business  or  the  buildings  in  his  own  office,  he  turns  it  over  to  Baird  & 
Warner,  and  they  fall  for  it.  At  a  meeting  of  the  landlords'  associa- 
tion in  this  city  last  spring  they  made  this  public  statement : 

We  have  got  the  tenants  where  we  want  them.  We  are  poinjr  to  shove  it 
into  them.  We  are  going  to  soak  them  a  hundred  per  cent  this  spring,  another 
hundred  i>er  eent  next  fall,  and  another  hundred  per  cent  next  S|)ring. 

We  started  to  fight.  We  formed  our  arbitration  boards.  The  Cook 
County  Real  Estate  Board  of  this  city  was  the  only  organization  that 
^ave  us  any  assistance.  They  admitted  to  us  that  they  were  selfish 
in  the  matter ;  that  this  agitation  that  I  had  really  started  was  stop- 
ping all  the  building  operations  in  Chicago.  I  said,  "  What  do  you 
suggest?"  I  said,  "Have  an  arbitration  board.  Let's  decide  on  a 
reasonable  increase  and  investigate  a  few  cases."  We  had  an  arbitra- 
tion board,  consisting  of  a  member  of  the  tenants'  association  and  an 
ex-war  board  man,  or  draft  board,  and  a  real  estate  man,  furnished 
by  the  Cook  County  Real  Estate  Board  to  act  in  an  advisory  capacity. 

We  decided  to  investigate  every  case  where  the  rent  had  been  ad- 
vanced over  30  per  cent.  We  allowed  as  high  as  60  per  cent,  because 
there  were  certain  conditions  connected  with  the  different  buildings 


RECONSTRUCTION   AND  PRODUCTION.  949 

Tvhere  there  were  certain  improvements,  long  leases,  and  all  that  sort 
of  thing.  Our  obiect  was  to  get  the  tenant  and  landlord  together,  if 
possible,  and  get  tnem  to  arbitrate  and  keep  the  tenants  in  their  pres- 
ent homes.  We  succeeded  in  arbitrating  over  500  cases.  We  hela  out 
in  our  84  apartments  until  April  28,  when  Baird  &  Warner  sent  for 
us  and  asked  for  our  terms.  Our  ar^ment  was  this :  If  this  owner 
had  had  heavy  mortgages  on  the  building,  used  the  same  mortgage 
in  other  buildings,  and  we  would  be  there  May  1,  he  could  serve  us 
with  eviction  notice,  then  a  summons  to  appear  in  court ;  we  demand 
a  jury  trial.  If  we  lost  we  would  appeal  the  case,  judgment  could  be 
taken,  and  it  would  be  a  year  and  a  half  to  two  years  oef ore  the  case 
would  be  settled  in  court.  In  the  meantime  this  landlord  had  all  the 
interest  on  his  mortgages  to  pay,  his  taxes,  his  insurance,  his  janitor 
service,  and  not  a  cent  of  income  for  a  year  and  a  half.  The  result 
was  that  we  forced — I  say  we  forced  Baird  &  Warner  to  come  down 
in  the  rent,  and  made  the  Chicago  Real  Estate  Board  acknowledge 
at  the  conference  at  Springfield  before  Gov.  Lowden  that  they  were 
unable  to  do  anvthing  with  Baird  &  Warner  on  that  building. 

The  Chicago  i?eal  Estate  Board,  after  that  conference  in  Spring- 
field, came  back  to  Chicago  and  said,  "  We  will  form  our  own  arbi- 
tration board."  They  did  so.  The  first  case  called  before  them  was 
of  a  woman  whose  rent  was  advanced  from  $42.50  to  $90.  THey 
called  the  landlord  down  before  this  board.  Too  much.  Too  much. 
Eighty-five  dollars  is  sufficient,  and  got  them  to  agree  on  $85.  Not- 
withstanding the  statements  of  these  real  estate  men  made  at  the  con- 
ference before  Gov.  Lowden  that  the  rents  have  not  beeh  advanced 
over  40  per  cent — from  20  to  40  per  cent — if  you  want  to  see  a 
report  of  the  whole  conference  before  the  governor,  I  have  got  it ;  I 
am  the  only  man  in  Chicago  that  has  got  a  complete  report.  I  will 
show  you  the  statement  of  the  real  estate  men  that  they  made  down 
at  Springfield,  and  there  isn't  one  of  those  men  would  dare  to  make 
the  same  statement  under  oath.  I  accused  them  of  having  an  agree- 
ment between  the  landlord  and  the  real  estate  men  to  advance  the 
rent.  They  denied  it.  They  said,  "  Have  you  any  tvidence  to  prove 
it?"  I  said,  "Xo;  I  never  attended  any  of  your  meetings;  you 
would  not  let  me  in,  because  you  know  me  too  well."  They  knew  I 
was  a  leader  in  the  fight.  I  said,  "  Your  excellency,  when  you  stop 
to  consider  the  fact  that  in  the  first  time  in  the  history  of  Chicago 
that  every  real  estate  agent,  every  landlord  refused  to  give  a  lease 
for  longer  than  a  year,  notwithstanding  the  statement  of  these  real 
estate  men  here  that  rents  would  be  lower  next  year,  they  also  elimi- 
nated that  60-day  clause  in  every  lease  that  was  issued  the  1st  of 
August;  and  in  the  leases  i^ued  the  1st  of  October  you  will  also 
waive  your  rights,  your  constitutional  rights  to  a  jury  trial.  Now, 
if  you  can  tell  me  why  in  these  old  buildinp,  25  or  80  years  old  " — — 

The  Chairman.  I  am  very  anxious  to  nnd  out  what  happened  in 
the  building  you  are  talking  about.  Did  you  pay  a  hunared  per 
cent  more  ? 

Mr.  Jessurux.  I  should  say  not.  The  landlord  came  across.  We 
paid  40  per  cent  more. 

The  Chairman.  You  ought  to  write  that  out  for  us  and  we  will 
take  it  to  New  York,  ana  perhaps  they  can  work  that  scheme  out 
in  the  next  legislation. 
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Mr.  Jessurun.  That  was  the  way  we  worked  it  here,  not  only  on 
that  landlord  but  on  other  landlords. 

The  Chairman.  Now,  of  course,  this  committee  can  not  deal  with, 
the  subject  of  rent  charges  in  this  city.  As  I  said  to  the  president  of 
the  renters'  organization,  we  fully  sympathize  with  men  and  women 
who  are  asked  to  pay  tnese  extortionate  rents.  We  have  no  sym- 
pathy with  profiteering  landlords,  and  there  are  some.  There  are 
some  in  New  York  and  there  are  some  in  Brooklyn,  where  I  live. 
The  thing  we  have  to  do,  have  said  to  him,  is  to  get  some  one  to 
build  more  houses. 

Mr.  Jessurun.  Well,  I  want  to  ask  you,  Don't  you  think  that  what 
we  need  to-day  more  than  houses  is  not  a  building  for  occupancy  by 
one  family,  but  buildings  to  accommodate  from  6  to  50  families? 

The  Chairman.  In  the  city  of  Chicago  so  far  this  year  your  per- 
mits have  been  taken  out  for  80  tenement  houses  as  against  4,000  in 
1916. 

Mr.  Jessurun.  Yes. 

The  Chairman.  Now,  that  means  that  probably  if  these  houses 
average  10  families  a  house  you  provide  for  40,000  families  in  191^ 
and  you  provide  for  900  this  year.  Of  course,  you  have  to  get  some 
one  to  build  more  houses  ? 

Mr.  Jessurun.  Yes ;  that  is  right. 

The  Chairman.  And  the  difficulty  of  the  proposition  you  raise^ 
although  I  have  complete  sympathy  with  you,  is  that  the  landlord  can 
base  his  rents  somehow  upon  the  cost  of  the  new  building.  There  is 
nothing  to  prevent  him  from  doing  it  under  the  law.  If  you  can  pre- 
vent him  from  charging  abnormal  rents,  I  congratulate  you,  but  be- 
fore a  man  can  afford  to  build  a  tenement  house  and  get  a  profit  out 
of  it  he  has  got  to  raise  the  value  of  every  house  he  puts  up.  Now, 
that  is  a  business  proposition  that  is  just  as  plain  as  the  nose  on  your 
face.  It  is  to  be  regretted,  but  what  we  have  to  do  in  Chicago  and 
New  York  and  all  the  other  cities  is  to  get  the  people  to  build  more 
houses.    Can  you  suggest  any  way  by  which  we  can  do  that  ? 

Mr.  Jessurun.  No.  The  banks  refused  to  help,  and  I  can  not  see 
that  we  can  get  any  help  from  the  State,  and  all  we  can  depend  on  is 
the  help  from  the  Government,  if  a  man's  wages  are  to  be  reduced 
and  rents  are  going  to  be  advanced  again  next  spring  from  75  to  100 
per  cent. 

The  Chairman.  Of  course,  they  can  not  be. 

Senator  Kenton.  What  you  are  objecting  to  is  the  landlord  having 
charge  of  this  situation  and  raising  the  rents  ? 

Mr.  Jessurun.  That's  the  idea  exactly.  I  have  got  really  no  inter- 
est in  this,  I  am  a  single  man,  but  I  started  the  fight  last  spring,  and  I 
have  been  fighting  ever  since,  and  I  am  simply  living  to  learn,  but  I 
started  the  fight  and  I  am  going  to  stick. 

STATEMENT  OF  MB.  ADOLPH  F.  KBAMEB,  BEFEE8ENTIN0  THE 

BEAL  ESTATE  BOABD,  CHICAGO,  UL. 

Mr.  Kramer.  With  your  permission  I  will  read  my  statement 
[reading]. 

We  have  been  living  with  this  problem  for  a  long  time  and  have  made  a 
number  of  efforts  to  solve  It.     It  is  part  of  our  daily  business. 

One  of  our  efforts  resulted  In  the  appointment  of  a  committee  whose  duty  it 
was  to  Improve  the  housing  situation.  This  committee  was  headed  by  Mr. 
Henry  Q.  Zander,  one  of  our  members. 
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From  the  InvestlgatioDS  made  by  the  committee  It  appears — 

1.  That  there  is  plenty  of  labor. 

2.  There  Is  plenty  of  material. 

3.  The  price  of  labor  in  Chicago  has  l>een  stabilized  for  18  months  througlk 
the  efforts  of  the  committee. 

Much  greater  efficiency  of  the  individual  workman  has  been  promised  and 
is  insured  by  giving  the  employers  the  right  to  discharge  any  man  found  In- 
competent. The  building  trades  unions  have  also  promised  that  there  will 
be  no  Jurisdictional  strikes.  Should  any  disputes  arise  the  men  will  remain  at 
work  until  the  disputes  are  settled. 

We  find  that  we  are  not  permitted  to  use  in  Chicago  any  material  of  cer- 
tain kinds  manufactured  outside  of  Chicago.  Curtailed  production  has  raised 
the  price  of  many  essentials  to  the  building  Industry  to  what  seems  abnormal 
figures.  Sand,  for  Instance,  is  selling  in  Chicago  at  $4  per  2,500  pounds — 
about  five-sixths  of  a  yard — against  a  pre-war  price  of  about  $1.10  per  full 
yard.  The  reason  assigned  in  the  case  of  this  and  other  raw  materials  is  that 
the  limited  production  is  compelled  to  carry  a  large  overhead.  A  matter  that 
has  caused  considerable  criticism  and  speculation  is  the  fact  that  the  price  of 
brick,  lumber,  and  other  materials  seem  to  be  standard  and  are  quoted  alike 
by  all  dealers  without  the  form  of  competition.  It  is  openly  claimed  that  the 
prices  of  building  materials  have  been  stabilized  the  same  as  labor.  How- 
ever, this  condition  does  not  seem  to  help  the  housing  problem  in  Chicago  for 
the  reason  that  no  adequate  returns  can  be  secured  on  an  investment  in 
apartments  and  homes.  For  example:  At  present  cost  of  construction  an 
ordinary  modern  apartment  must  rent  for  at  least  $25  per  room  per  month — 
which  price  is  beyond  the  ability  of  the  average  person  to  pay — and  even  at 
this  figure  does  not  produce  to  the  investor  an  adequate  return  for  his  money, 
especially  in  view  of  the  fact  of  the  high  returns  offM-ed  to-day  on  Industrial 
investments  and  bonds. 

Another  discouraging  feature  to  the  builder  is  the  fact  that  he  can  purchase 
buildings  already  up  and  tenanted  for  very  much  less  than  a  new  building  of 
similar  construction  can  be  produced.  The  above  facts  about  apartments  are 
even  more  true  about  the  small  home. 

The  question  of  financing  real  estate  Investments  has  become  a  very  serious 
one,  due  entirely  to  the  present  system  of  Federal  surtaxes.  The  Investor  who 
formerly  invested  at  least  a  i)ortion  of  his  money  in  real  estate  mortgages  finds 
it  more  profita'ble  to  buy  tax-exempt  securities,  such  as  municipal  bonds.  The 
remedy  is  either  one  of  two  things :  Remove  the  tax  exemption  from  all  securi- 
ties, or  exempt  mortgages  on  houses  and  apartments  from  Federal  taxation. 

In  view  of  the  serious  condition  of  the  housing  proposition,  it  would  seem 
advisable  to  bring  about  State  and  Federal  legislation  exempting  from  all  taxa- 
tion buildings  constructed  for  housing  purposes  during  the  next  few  years, 
and  also  the  Income  from  such  buildings  for  a  like  period. 

In  view  of  the  above  facts,  any  talk  of  legislation  to  restrict  the  Income 
from  real  estate  or  interfere  with  the  management  of  real  estate  used  for 
housing  seems  preposterous,  as  this  would  only  make  the  unfortunate  condition 
as  to  housing  existing  to-dny  even  worse.  No  investor  is  going  to  put  his  or 
her  money  into  a  project  that  does  not  offer  adequate  returns.  There  are  too 
many  other  opportunities  open. 

The  need  for  sanitary,  modern  housing  Is  of  the  utmost  Importance  to  the 
stability  and  perpetuity  of  this  Republic.  Practically  every  investigation  con- 
ducted along  this  line  has  shown  conclusively  that  at  present  costs  the  people 
can  not  afford  to  build  homes  for  their  occupancy,  and  the  investor  can  not 
afford  to  build  apartment  buildings  and  rent  them  out  at  a  price  the  tenant  can 
afford  to  pay.  The  natural  conclusion  is  that  no  matter  how  much  we  say 
about  stability  of  the  Investment,  stability  of  both  labor  and  material  for  the 
next  year  or  two,  no  adequate  result  can  be  expected  until  prices  come  down  to 
a  level  which  the  people  can  afford  to  pay. 

The  Chairman.  Mr.  Kramer,  do  you  contend  that  the  housing 
shortage  is  as  great  in  Chicago  as  some  of  the  witnesses  have  stated! 

Mr.  Kramer.  I  have  not  heard  the  other  witnesses,  Senator,  but  it 
is  a  fact  that  a  great  many  people  have  doubled  up  because  they 
could  not  afford  to  pay  the  rents.  Two  or  three  families  living  in  a 
single  apartment,  a  great  many  people  are  living  in  hotels  who  ordi- 
narily would  live  in  apartments ;  a  great  many  are  living  in  suburbs, 
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in  places  perhaps  adioining  golf  clubs  that  never  have  been  occupied 
before  in  the  winter  oecause  there  is  not  adequate  housing,  and  many 
people  are  paying  rents  they  can  not  afford  to  pay. 

The  Chairman.  What  proportion  have  the  rents  increased  over 
prewar  rents  of  old  houses  ? 

Mr.  Kramer.  I  should  say  the  average,  taking  all  classes  of  dwell- 
ing, possibly  about  50  per  cent. 

The  Chairman.  I  think  that  is  about  the  average  in  New  York. 
Some,  of  course,  are  100  per  cent. 

Mr.  Kramer.  Oh,  yes;  some  are  even  more  than  that.  Some  are 
onlv  5  and  10  per  cent. 

Along  the  lines  of  the  gentleman  who  just  testified,  I  would  like 
to  call  attention  to  something,  and  that  is  this  agitation.  I  think 
that  the  agitation  and  the  notoriety,  the  publicity  in  the  newspapers 
of  this  so-called  rent  profiteering  has  done  more  to  increase  rents 
than  anything  else.  There  were  thousands  of  landlords  who  owned 
their  own  flat  buildings  and  whose  tenants  are  friends  and  neighbors 
who  do  not  keep  books  and  don't  know  whether  their  building  pays 
them  or  not,  never  had  any  idea  of  raising  any  more  than  a  nominal 
amount,  but  when  they  see  in  the  newspapers  that  some  were  going 
out  for  100  per  cent,  they  got  busy  and  raised  them  50  per  cent  and 
sometimes  more. 

The  Chairman.  Unfortunate  as  that  seems  to  be,  I  think  you  are, 
in  the  main,  about  right.  I  think  people  got  the  fever,  and  they 
think  it  is  possible  to  simply  increase  the  price  as  high  as  they  want. 
Do  you  want  to  add  anything  to  what  has  been  said,  Mr.  Zander? 

STATEMENT  OF  HE.   HENBY  G.  ZANDEE,   EEPEESENTINa   THE 

EEAL  ESTATE  BOAED,  CHICAaO,  ILL. 

Mr.  Zander.  I  have  some  photographs  here  I  would  like  to  show 
you  that  show  actual  facts,  not  theories.  The  trouble,  to  my  mind, 
gentlemen,  is  not  the  fact  of  stabilizing  labor  and  material.  I  have 
sat  in  the  housing  conferences  for  six  months.  We  have  been  as- 
sured of  the  stability;  that  the  prices  were  not  coming  down;  but 
I  want  to  say  to  you  that  the  trouble  is  that  prices  are  too  high 
and  the  people  can  not  afford  to  build  the  houses  or  buy  them 
after  they  are  built.  If  you  would  like,  I  would  be  glad  to  show 
you  three  or  four  photographs  that  show  practical  experience  for  the 
very  purpose  of  getting  this  information.  This  first  photograph 
shows  a  series  of  brick  bungalows  built  in  May,  1916,  at  an  average 
cost  of  $3,042  per  house.  These  prices  include  no  overhead.  That 
is  actual  cost. 

The  Chairman.  That  is  the  cost  of  the  construction  of  the  build- 
ing without  the  land  ? 

Mr.  Zander.  Per  house,  yes ;  $3,042.  Immediately  after  the  armi- 
stice, in  order  to  satisfy  myself  and  my  firm  as  to  the  actual  in- 
crease, we  took  those  same  six  plans;  we  took  those  same  six  speci- 
fications and  we  built  six  houses  just  like  that.  There  was  no  ques- 
tion of  efficiency,  because  the  same  men  who  had  been  with  us  for 
25  years  did  the  work,  and  they  have  been  employed  the  year  around, 
and  it  was  to  their  interest  to  deliver  so  that  we  would  continue, 
havine:  been  forced  to  suspend  the  first  time  in  30  years,  during  the 
war,  for  about  16  months. 
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Here  are  the  pictures  of  the  same  six  houses  taken  on  the  12th  day 
of  September,  1919,  and  showing  them  not  quite  completed.  The 
average  cost  of  those  houses  was  $4,512  per  house;  the  same  plans. 
We  took  the  same  six  plans  and  the  same  six  specifications,  and  in 
July  of  this  year  took  new  figures,  and  the  figures  ran  at  an  average 
of  i?7,593  per  house.  I  have  just  completed  this  week  the  taking  of 
some  figures  on  those  six  plans  and  the  average  is  a  trifle  under 
$7,000 ;  not  over  $2  or  $3. 

Senator  Kenyon.  A  little  less  than  it  was  a  few  months  ago  ? 

Mr.  Zander.  Yes.  These  are  workmen's  houses,  in  the  industrial 
section  of  Chicago,  built  on  37^-foot  lots;  five-room  brick  bunga- 
lows, that  were  sold  to  workmen  on  terms  of  10  per  cent  cash  and 
the  balance  over  a  period  of  10  years;  on  a  pront  basis  of  10  per 
cent,  as  a  development  proposition.  Our  business  is  to  sell  land,  not 
to  build  houses.  These  houses  are  built  merely  to  start  the  develop- 
ment in  an  industrial  section  where  we  locate  lactories. 

To  summarize:  In  191C,  six  brick  bungalows  cost  $3,042  apiece. 
Let  in  the  fall  of  1918  and  completed  in  July  or  August,  1919,  those 
same  six  houses  cost  $4,512. 

To-day  those  same  houses  will  cost  approximately  $7,000,  and  those 
are  figures  not  a  week  old. 

Now,  here  is  the  trouble,  the  most  important  thing  to  the  mind  of 
many  of  us  was  to  locate  the  workmen,  foreigner  or  native,  in  a  home 
of  his  own,  that  is,  he  is  going  to  pay  for,  and  he  and  his  family  are 
going  to  be  sanitarily  housed  and  happy  and  contented,  at  the  price 
of  $3,012,  with  a  house  on  a  paved  street,  with  all  improvements  in, 
in  a  decent  neighborhood.  That  house  sold  for  $4,500  on  terms,  of 
$450  cash. 

The  next  set  of  houses  that  cost  $4,512  we  sold  for  about  $5,800 
and  $5,900,  on  terms  of  $600  cash.  Those  same  houses  costing  $7,000 
on  a  $1,000  lot  would  to-day  have  to  be  sold  for  practically  $8,000  to 
cover  the  overhead,  and  clear  10  per  cent  for  profit,  and  the  workman 
can  not  afford  to  pay  the  price. 

Senator  Kenton.  And  you  are  not  selling  the  houses? 

Mr.  Zander.  We  are  not  selling  the  houses. 

Now,  to  demonstrate,  once  more.  Here  are  frame  houses.  I  won't 
go  into  details;  the  figures  are  here.  October,  1916,  cost  $2,800,  and 
m  September,  1919,  cost  $4,300,  and  to-day  would  cost  about  $6,800 
for  a  frame  house.  ,  \ 

In  order  to  satisfy  ourselves  as  to  just  what  could  be  done  with 
the  very  limit  of  a  workman's  house,  realizing  that  the  average  work- 
man required  three  bedrooms  if  he  has  two  children,  it  is  generally 
a  boy  and  a  girl,  and  they  requii*e  separate  bedrooms,  we  got  the 
concensus  of  opinion  and  effort  of  six  different  architects.  We 
evolved  a  plan  of  a  house  that  could  be  built  on  a  narrow  lot,  25 
to  30  feet,  the  front  of  the  house  not  over  16  feet  wide,  its  widest 
point  not  exceeding  20  feet,  eliminating  a  dining  room,  putting  in  a 
kitchen  and  a  nook  off  the  kitchen  that  could  be  used  tor  a  break- 
fast room,  an  inclosed  porch  in  the  back,  three  chambers,  and  bath. 
We  built  those  houses.  They  are  vacant  to-day.  They  were  com- 
peted on  the  20th  day  of  August,  1920.  They  cost  $6,100  to  build 
them,  without  anv  overhead. 

The  Chairman.  Without  the  land? 
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Mr.  Zander.  Without  the  land.  That  was  the  cost  of  the  build- 
ing; without  any  financing,  without  any  superintending,  without 
any  liability  insurance,  and  the  other  things  that  we  must  charge 
up  to  the  account  because  they  cost  us  monev  They  were  built  on  a 
^1,000  lot.  We  have  offered  those  houses  broadcast  and  showed 
^hem  to  at  least  5,000  people,  at  $6,800  and  $7,000,  respectively,  ask- 
ing not  less  than  from  $800  to  $1,000  on  each  house.  They  are  still 
vacant  because  the  workmen  can  not  see  how  he  is  going  to  pay  for 
them. 

Even  if  he  gets  $1.25  an  hour  or  $10  a  day  and  works  in  this 
climate  an  average  of  200  days  a  year,  he  makes  $2,000  a  year.  If  he 
is  going  to  pay  for  these  houses  within  20  years,  he  must  pay  $300 
a  year  on  the  principal,  and  his  interest,  taxes,  and  his  insurance 
are  at  least  $45  more.  He  must  pay,  including  all  of  his  charges^ 
to  pay  for  this  house  in  20  years,  $1,000  a  year,  and  he  can  not 
afford  to,  and  he  can  not  see  it,  andhe  will  not  undertake  it. 

The  Chairman.  I  can  corroborate  your  statement,  my  good  friend. 
I  have  built  some  houses  in  1915  that  cost  $4,400  to  construct.  I  built 
myself  the  same  house  this  year  that  cost  me  $10,200  to  construct.  So 
I  know  what  you  are  saying  is  absolutely  true.  Now,  what  is  the 
answer? 

Mr.  Zander.  The  trouble.  Senator,  is  that  the  man  can  not  afford 
to  buy  at  present  prices,  and  it  is  the  most  serious  crisis  that  this 
country  has  faced.  I  believe  the  answer  is  combination  and  re- 
straint of  trade;  no  opportunity  to  go  out  and  buy  in  the  cheapest 
market,  to  be  able  to  buy  at  the  actual  cost. 

The  men  have  been  trying  to  get  all  they  can  get  as  long  as  the 
getting  is  good,  and  they  have  got  to  be  patriotic  and  come  down 
and  sell  that  sand;  the  lake  is  full  of  it,  that  Mr.  Kramer  talked 
about,  instead  of  raising  it  to  $4  for  five-sixths  of  a  ton,  where  the 
price  was  90  cents  and  $1.10  in  1916.  They  have  to  deliver  that  sand 
at  the  building  to  show  a  fair  margin  of  profit  and  not  what  the  trade 
will  stand.  The  big  buildings  may  be  able  to  pay  it.  The  workmaR 
can  not. 

Senator  Kenton.  I  would  like  to  ask  you  something  about  lumber^ 
In  buying  your  lumber  around,  do  you  find  a  pretty  brisk  compe- 
tition in  tne  lumber  yards? 

Mr.  Zander.  No;  you  will  get  the  same  price  from  practically 
everybody.     The  lumber  list  is  fixed: 

Senator  Kenton.  We  have  heard  this  afternoon  about  competi- 
tion in  lumber  and  lumber  going  down. 

Mr.  Zander.  These  frame  houses  are  outside — of  course,  north 
of  Chicago  is  in  the  fire  limits — but  those  frame  houses  are  in  dis- 
tricts on  the  northwest  side.  The  pictures  that  we  have  are  out- 
side of  the  fire  limits.  I  will  say  to  you  that  the  brisk  competition 
that  they  talk  about  in  the  CHicago  lumber  list  is  the  list  from 
which  you  buy,  and  while  on  yard  may  shift  the  price  a  dollar  or  two 
dollars  per  thousand  on  the  list,  that  is  the  limit. 

I  have  sat  as  chairman  of  this  housing  committee,  and  I  have 
had  the  gentlemen  appear  before  that  committee,  and  I  have  asked 
them  questions,  as  the  Senator  is  doing  here,  and  they  have  told  us 
that  they  have  reduced  prices  from  30  to  40  per  cent;  and  I  would 
just  as  Soon  tell  you  my  answer,  that  in  1914  and  1915  the  average 
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price  of  piece  stuff  in  Chicafjo  was  approximately  $30.  Until  three 
or  four  months  ago  the  average  pnce  of  that  same  piece  stuff  in 
Chicago  was  about  $72.  To-day  the  same  average  price  of  that  piece 
istuff  is  $54 ;  and  I  want  to  see  that  man  that  will  tell  me  that  ne  is 
losing  money  when  he  has  raised  his  material  from  $30  to  $73  and 
then  reducea  it  to  $54. 

The  Chairman.  Do  you  observe  from  your  experience  in  the  last 
few  months  a  reduction  in  the  price  of  any  other  material  excepting 
lumber? 

Mr.  Zander.  Very  little.  There  has  been  some  raises.  An  old 
Irishman  who  has  been  doing  our  sewer  work  for  25  years,  and 
who  has  been  putting  in  $100,000  worth  of  sewers  for  my  firm  new; 
told  me  this  morning  that  about  $10,000  worth  of  additional  work 
we  wanted  him  to  take  care  of,  that  he  had  gone  in  to  get  prices 
on,  he  had  to  pay  $1.10  a  foot  for  60- inch  tile  pipe  that  he  had 
paid  34  cents  a  foot  for  three  or  four  years  ago.  If  any  practical 
man  will  tell  me  where  there  is  any  excuse  for  tile  pipe  selling  at  a 

frofit  for  34  cents  a  foot  three  years  ago  selling  at  $1.10  a  foot  now, 
am  willing  to  learn  something. 

Senator  Kenyon.  Before  you  get  away  from  that.  You  discussed 
remedies.  Don't  you  think  it  might  be  a  good  idea  to  have  income- 
tax  returns  made  public  so  you  could  know  what  gentlemen  were 
making  out  of  these  things? 

Mr.  Zander.  Well,  in  Chicago  we  still  have  the  pernicious  system 
of  personal-property  taxation,  which  very  few  people  pay.  How- 
<ever,  the  assessment  is  made  up  and  mailed  to  everyone. 

Senator  Kenyon.  I  mean  the  income  tax  at  Washington. 

Mr.  Zander.  I  do  not  see  why  the  same  should  not  oe  done  with 
the  income  tax. 

Senator  Kjjnyon.  Let  a  man's  neighbor  know  how  much  he  is  be- 
ing robbed? 

Mr.  Zander.  I  don't  want  to  suggest  any  remedies. 

Senator  Kenyon.  That  is  what  we  would  like  to  have  you  do. 

Mr.  Zander.  I  have  tried  for  a  good  many  months  now  to  find  a 
remedy,  but  I  believe  that  open  competition  is  the  remedy.  I  can 
not  see  anything  else.  I  have  put  m  so  much  time  and  I  have 
felt  so  keenly  on  this  subject  that  I  am  probably  a  little  bit  prejudiced, 
but  the  facts  can  not  be  denied. 

This  last  picture  I  have  shows  a  workman's  apartment — ^brick 
apartment — built  on  a  40-foot  lot,  two  five-room  flats,  two*  separate 
hot-water  heating  plants,  so  that  each  tenant  takes  care  of  his  own. 
They  were  bought  in  a  great  many  instances  by  two  relatives  jointly, 
one  living  in  each  apartment.  That  building  was  sold  on  the  1st 
day  of  November,  1916.  for  $7,200.  Its  cost  of  construction  was 
$6^40. 

The  Chairman.  What  did  the  land  cost? 

Mr.  Zander.  The  land  was  worth  about  $1,000. 

The  Chairman.  You  did  not  make  much  money  on  that. 

Mr.  Zander.  These  are  development  propositions,  but  this  build- 
ing cost  $6,040.  It  would  cost  between  $13^000  and  $14,000  to-day 
as  against  this  frame  five-room  cottage  built  in  last  July  or  last 
Aiigust,  which  cost  $6,100,  or  $60  more  than  this  two-flat  building. 

The  Chairman.  What  would  be  your  monthly  payment  on  that? 
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Mr.  Zander.  He  would  have  to  pay  $25  and  interest,  and  it 
would  take  20  years  to  pay  for  it.  Four  or  five  years  ago,  as  late 
as  1916,  the  workman  could  buy  this  kind  of  a  building  for  about 
$3,000.  He  would  pay  $300  down,  and  he  would  pay  $25  and  interest 
a  month  on  the  balance,  which,  including  his  interest  and  all  his  inci- 
dentals, his  taxes,  would  be  about  $45  a  month,  and  he  would  get 
his  building  paid  for  in  less  than  10  years.  To-day,  instead  of 
paying  $5  a  month,  if  he  pays  $25  on  the  principal  he  has  got  to  pay 
$1^000  a  year  on  his  interest. 

The  Chairman.  And  he  can  not  do  that? 

Mr.  Zander.  No. 

The  Chairman.  He  does  not  dare  take  the  risk  of  obligating  him- 
self to  do  it? 

Mr.  Zander.  No. 

The  Chairman.  And  the  answer  is,  we  have  to  cut  down  the  cost 
of  construction? 

Mr.  Zander.  Yes,  sir. 

The  Chairman.  If  these  men  to-day  are  making  abnormal  profits 
they  have  to  cut  the  price? 

Mr.  Zander.  That  is  the  only  thing  to  do.  If  you  can't  cut  down 
the  cost  of  production  you  may  stabilize  until  the  cows  come  home 
and  you  will  not  get  anywhere.    Thank  you. 

The  Chairman.  Thank, you,  Mr.  Zander. 

Mr.  O'Toole,  have  you  anjrthing  to  add  to  what  these  gentlemen 
have  said  ? 

STATEMENT   OF   lOl.   BAETHOLOMEW   O'TOOLE,   EEPBESENTXNa 

THE  EEAL  ESTATE  BOAED,  CHICAGO,  ILL. 

Mr.  O'Toole.  All  I  can  say  is  that  my  experience  has  been  in  deal- 
ing with  the  so-called  "white-collared"  man,  the  middle  class.  I 
have  built  bungalows  to  sell  at  a  little  higher  price  than  the  ones  Mr. 
Zander  has  been  telling  about,  and  I  have  found  that  the  "  white- 
collared"  man  will  not  buy  now.  He  believes  prices  are  coming 
down.  I  built  buildings  and  offered  to  sell  them  practically  at  cost 
of  ground  and  building,  taking  $1,000  down  on  an  $8,000  bungalow 
and  $60  per  month  to  include  interest.  It  would  take  a  man  a  long 
time  to  pay  for  a  house  in  this  way.  The  gentleman  who  has  so  ably 
representee!  the  so-called  middle  cla^  knows  that  his  people  will  not 
buy  houses.  They  are  convinced  that  if  they  wait  a  year  or  two  they 
will  get  them  for  less  money. 

You  have  just  heard  real  estate  men  and  owners  criticized  for  high 
rents,  and  yet  we  can  not  produce  buildings  at  present  cost  and  rent 
them  for  anything  like  the  prices  now  being  charged.  Rents  are  not 
excessive.  The  tenants  in  this  town  have  been  subsidized  for  years. 
Formerly  the  landlord  had  to  make  concessions  to  the  tenants.  On 
a  $50  flat  the  tenant  would  frequently  get  three  months'  rent  free; 
thus  he  actually  paid  $450  rent  for  a  year's  use  of  an  apartment, 
which  is  an  average  of  $37.50  per  month. 

The  Chairman.  If  the  landlord  netted  3  per  cent,  he  was  lucky, 
wasn't  he  ? 

Mr.  O'Toole.  As  an  investment,  the  flat  building  equity  was  a  jpke. 
The  buildings  were  mortgaged  for  as  much  as  builders  could  borrow, 
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sometimes  for  all  the  property  was  worth,  and  they  traded  an  imag- 
inary equity  for  anything  they  could  get.  In  order  to  get  the  apart- 
ments occupied,  they  offered  very  attractive  inducements  to  tenants, 
and  the  result  is  that  thousands  of  people  were  taken  out  of  places  in 
which  they  could  afford  to  live  and  moved  to  the  newer  districts  of 
the  North  Side  and  other  neighborhoods  in  which  they  could  not 
afford  to  live  except  bj  obtaining  the  concession  of  three  months' 
rent  per  vear  about  which  I  told  you.  Now,  when  they  are  asked  to 
pay  the  luU  rental,  they  can  not  do  it,  and  the  same  man  who  comes 
m  complaining  because  his  rent  has  been  raised  refuses  to  buy  at 
actual  cost  a  small  home  built  last  year  that  I  or  other  real  estate 
operators  will  sell  at  cost  in  order  to  start  development  of  certain 
subdivisions.  We  can  not  go  ahead  and  build  more  homes,  unless  we 
can  first  sell  those  we  now  have  on  hand. 

The  Chairman.  Do  you  think  that  the  high  standard  of  prices  of 
building  materials  will  be  maintained  ? 

Mr.  O'TooLE.  I  can  not  say.  I  do  not  know  whether  the  building 
material  men  can  maintain  their  prices  or  not.  I  wish  I  knew.  If 
the  building  costs  would  come  down  and  bankers  were  willing  to  loan 
money  upon  present  costs,  then  I  think  we  could  go  ahead  and  build 
before  long. 

The  Chairman.  Will  the  income  of  the  average  man  warrant  his 
paying  the  big  price  of  to-day  ? 

'Mr.  O'TooLE.  The  man  for  whom  I  am  trying  to  build  can  afford 
to  pay  the  cost,  but  he  will  not  do  it. 

The  Chairman.  Thank  you,  Mr.  O'Toole. 

The  meeting  will  now  adjourn  until  9.30  to-morrow  morning. 

(Whereupon  the  committee  adjourned,  to  meet  at  9.30  o'clock  a.  m. 
to-morrow,  Thursday,  November  11,  1920.) 
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,  NOVEMBEB  11,  1990. 

Untted  States  Senate, 
Committee  on  Reconstructtion  and  Production, 

Chicago^  lU. 

The  committee  met,  pursuant  to  adjournment,  at  9.30  o'clock 
a.  m.,  in  the  Auditorium  Hotel,  Senator  William  S.  Kenyon  pre- 
siding. 

Present;  Senator  Kenyon  (acting  chairman) ;  also  Messrs.  Frank- 
lin T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  committee. 

Mr.  Miller.  Senator  Calder  is  on  the  West  and  South  Sides,  mak- 
ing an  investigation  of  the  physical  situation,  and  will  be  detained 
for  a  few  moments;  but  we  will  call  first  on  Mr.  Frederick  H.  Wood, 
of  the  Gary  Real  Estate  Exchange,  of  Gary,  Ind.    Mr.  Wood. 

STATEMENT  OF  lOl.  FBEDEEICE  H.  WOOD,  BEFBESENTIKa  THE 

EEAL  ESTATE  EZCEANaE,  OABY,  IHB. 

Mr.  Miller.  Mr.  Wood,  we  understand  that  you  have  a  housing 
situation  in  Gary,  and  we  would  like  to  know  aoout  it. 

Mr.  Wood.  Well,  Gary  is  strictly  an  industrial  community.  JVe 
have  not  the  commercial  activites  nor.  the  wealth  residing  there 
that  most  cities  have,  and  we  have  to  look  outside  of  Gary  entirely 
for  our  investment  in  mortgages  and  in  housing  construction. 

The  activities  in  the  mills,  the  tremendous  increase  from  time  to 
time,  has  constantly  made  a  shortage  of  houses  in  that  locality,  and 
the  corporation  itself  has  done  everything  it  could  do  to  facilitate 
housing  construction.  It  has  during  the  period  of  the  war,  and 
has  continued  to  loan  money  for  housing  construction,  in  its  own 
subdivisions,  however.  And  as  far  as  the  builders  go,  as  far  as  my 
experience  has  been,  they  loan  but  once.  They  do  not  care  to  renew, 
and  to  meet  those  renewals  it  is  just  as  difficult  as  to  place  the  origi- 
nal mortgages.  So  that  our  builders  in  that  locality  have  not  the 
ability  to  reach  a  market  for  their  mortgages. 

We  try  Chicago  occasionaly,  and  we  have  at  times  induced  small 
amounts  of  capital  to  invest  in  Gary  mortgages,  but  as  a  rule  we 
are  met  with  tne  information  that  tney  place  money  only  in  Cook 
County,  in  Chicago. 

Mr.  Miller.  Have  you  tried  the  Steel  Co.  for  that  ? 

Mr.  Wood.  What  is  that? 

Mr.  M1L1.ER.  Have  you  tried  the  Steel  Co.  ? 
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Mr.  Wood.  Well,  I  say  they  do  loan.  I  have  borrowed  mouey 
from  the  steel  corporation;  yes,  sir;  but  for  improvements  only  in 
their  own  particular  subdivision. 

Mr.  Miller.  The  Steel  Co.  will  not  loan  on  mortgages  outside  of 
their  own  district? 

Mr.  Wood.  Yes,  sir. 

Mr.  Miller.  The  steel  company  employees  live  in  the  houses  that 
you  refer  to? 

Mr.  Wood.  Yes.  Now,  what  I  am  trying  to  get  at  is  this :  It  would 
appear  to  our  own  board — we  have  discussed  this  matter  quit«  a 
little  in  our  real  estate  exchange — merely  removing  a  tax  rrom  a 
mortgage  would  be  one  step,  but  to  raise  the  immense  amount  of 
money  that  has  to  be  raised  to  carry  on  building  operations  on  the 
scale  that  is  necessary  to  be  carried  on,  it  means  some  unusual  method 
of  raising  that  money. 

Our  opinion  is  that  to  try  to  get  the  Government  to  proVide  the 
money  by  taxation  or  any  other  method  is  wrong.  We  must  reach 
the  individual  investors,  but  we  must  do  it  by  a  standardized  mort- 
gage. In  some  manner  or  other  standardize  those  mortgages  so  that 
they  are  known  and  understood  as  the  only  lien  and  the  valuation  of 
the  property  on  a  proper  proportion  to  the  mortgage,  known  not  only 
locally  m  Gary,  where  we  have  no  capital,  but  they  must  be  known 
in  other  cities. 

Mr.  Miller.  Are  you  familiar  with  the  provisions  of  the  home 
loan  banking  bill  ? 

Mr.  Wood.  No  ;  I  am  not.  Now,  then,  there  is  lust  one  other  point. 
You  must  not  only  provide  for  the  character  oi  your  security,  but 
you  must  provide  your  selling  force,  your  agency  for  the  sale  of  that 
mortgage,  and  you  must  provide  a  market,  a  general  market,  not 
only  a  local  market. 

Our  suggestion  along  that  line,  if  we  may  be  allowed,  is  that  an 
act  of  Congress  be  passed  authorizing  ana  requiring  the  Federal 
reserve  banking  system  to  use  their  members  in  all  localities — mem- 
bers of  that  association  similar  to  those  in  Gary;  I  think  we  have 
three — to  supervise  the  making  of  a  mortgage.  Making  an  appraisal 
of  the  property,  see  that  that  mortgage  is  the  only  lien ;  see  that  the 
papers  are  all  in  proper  form  and  properly  recorded  and  the  insur- 
ance with  proper  clauses,  and  when  that  has  been  done  attach  to  that 
mortgage  note  a  certificate  by  the  bank,  under  notary's  seal,  that 
those  requirements  have  been  complied  with,  and  pass  that  to  the 
central  bank,  in  Chicago,  we  will  say,  or  some  central  reserve  bank  in 
Chicago,  and  they  be  empowered  to  issue  against  that  a  collateral 
trust  note — to  issue  against  that  one  particular  mortgage  a  series  of 
collateral  trust  notes  in  such  denomination  as  to  make  them  easily 
salable  in  $100,  $500,  or  $1,000  notes.  On  the  face  of  that  note 
recite  exactly  what  it  is,  the  bank  itself  not  guaranteeing  to  pay,  but 
agreeing  that  it  will  cause  a  sale  of  that  property  in  case  of  default 
and  the  payment  of  the  note  from  proceeds  of  the  sale. 

Now,  it  strikes  us  that  by  that  means  you  have  standardized  a  class 
of  security,  and  that  note  is  offered  by  the  central  bank  to  any  bank 
or  broker  or  anybody  having  the  ability  to  sell  that. 

The  costs  of  all  this — ^the  commission  of  sale,  the  cost  of  abstracting 
the  title,  examination  and  fees  for  appraisal — of  course  are  all  borne 
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by  the  mort«:a|ror,  and  your  commission  divided  as  it  may  be  proper 
between  those  handlin*?  that  mortga<re  for  sale.  But  in  that  way  you 
create  a  security  that  is  recognized  generally,  not  locally.  It  is 
known  locally  in  the  first  place,  but  ^ou  have  not  the  market.  But 
this  provides  not  only  for  standardizing  for  that  class  of  your  secur- 
ity, it  recognizes  the  authorities  to  do  those  kinds  of  things;  and  it 
furnishes  a  sales  department  and  a  general  market  for  those  mort- 
gages that,  in  my  opinion,  would  raise  a  vast  amount  of  money  neces- 
sary to  carry  on  the  work  that  you  gentlemen  propose. 

^Tow,  in  a  local  community,  tor  instance,  there  is  some  local  money. 
It  is  at  the  disposal  of  certain  parties,  but  almost  invariably  you  lind 
that  a  contractor — some  one  particular  contractor — has  some  inside 
opportunity  at  that  money,  and  the  general  builder  has  not  the  ability 
that  one  individual  has,  and  by  that  means  building  is  largely  re- 
stricted ;  but  it  would  seem  to  me  that  under  this  act  or  under  an  act 
of  this  character  it  would  give  evervbodv  who  had  the  authority  and 
the  desire  to  build  homes  to  raise  the  necessary  mortgage  money  to 
do  that. 

Now  the  contractor  if  he  can  not  place  his  first  mortgage  monev  at 
least  to  50  or  60  per  cent  of  the  property,  very  soon  has  his  capital  all 
in.  I  don't  care  how  much  his  capital  is  in  the  start,  he  has  got  it 
all  in  in  a  short  time,  and  he  cart  not  continue  to  with  the  ability  to 
sell  the  mortgage,  and  with  the  money  that  comes  from  the  pur- 
chaser what  he  has  himself,  because — from  the  purchaser,  what  he 
has  himself,  takes  care  of  the  money  that  he  has  invested,  and  be  can 
continue  that  operation  indefinitely.  So  that  it  is  absolutely  neces- 
sary to  find  the  mortgage  money  in  building  operations. 

lltlr.  MiixER.  If  you  will  look  over  the  provisions  of  the  home-loan 
bill,  which  Senator  Calder  introduced,  you  will  find  that  it  covers  the 
features  which  you  mention,  the  features  of  standardization,  the  fea- 
ture of  distribution,  the  feature  of  inspection,  and  the  feature  of 
decentralization,  w^hich  is  very  important.  That  bill  has  the  objec- 
tion of  providing  for  tax  exemption.  Xow  it  might  be  in  studying 
that  bill  over  that  you  might  suggest  some  changes  which  would 
make  it  practical. 

Mr.  Wood.  Has  that  bill  J3een  passed? 

Mr.  Miller.  No  ;  the  bill  is  in  committee. 

Mr.  Wood.  It  is  in  committee.  I  have  not  seen  it.  Thank  you 
very  much. 

Senator  Kenton.  We  are  very  much  obliged  to  you,  sir. 

STATEMENT  OF  MB.  HENEY  K.  HOLSMAN,  BEPBESENTINa  THE 
ILLINOIS  CHAPTER,  AMERICAN  INSTITUTE  OF  ARCHITECTS. 

Senator  Kenton.  Mr.  Holsman,  you  represent  the  Illinois  Chapter 
of  the  American  Institute  of  Architects? 

Mr.  Holsman.  Yes,  sir. 

Senator  Kenton.  You  know  the  general  subject  we  are  consider- 
ing, do  you  not? 

Mr.  Holsman.  Yes,  sir. 

Senator  Kenton.  We  will  be  very  glad  to  hear  from  you  in  your 
own  way. 


962  RECONSTRUCTION  AND  PRODUCTION. 

Mr.  HoLSMAN.  I  have  written  a  few  observations  which  some  15 
or  16  of  the  leading  architects  of  Chicago  have  asked  me  to  present 
to  you,  together  with  their  own  categorical  statements.     [Reading:] 

In  reference  to  paragraphs  a  and  b  of  Senate  resolution  350,  Sixty-sixth 
Congress,  second  session,  I  may  say  that  since  the  building  of  homes  and  such 
accessory  extensions  of  the  home  as  schools,  hospitals,  and  churches  constitute 
by  far  the  largest  volume  of  building  activity  in  the  United  States,  my  sugges- 
tions are  confined  to  home  building  as  the  crux  of  the  building  problem  of 
vital  concern  to  the  Nation,  the  solution  of  which  would  revive  proper  activity 
in  all  other  types  of  building. 

I  prefer  to  urge  lawmaking  bodies  to  consider  home-building  policies  be- 
cause: (1)  Homeless  citizens  and  families,  whether  rich  or  poor,  are  not 
potentially  the  best  citizens.  (2)  A  citizen  with  a  rent  receipt  and  a  foreigner 
with  a  passport  have  similar  uninterested  and  irresponsible  mental  attitude:; 
toward  the  community,  town,  or  State.  j(3)  Every  additional  home  owner 
makes  an  additional  individual  credit  possibility,  creates  an  additional  prop- 
erty security  to  the  Nation's  wealth,  and  an  additional  urge  from  all  other  forms 
of  permanent  construction. 

All  unnecessary  hindrances  or  hazards  to  the  home-bulUling  instinct,  suoh  as 
fire  loss,  immobility  of  real-estate  transfer,  uncertain  costs  due  to  real-<>state 
specu  ation,  inadequate  transportation,  monopolistic  and  price  fixing  mat»*ial 
and  Ial)or  conditions,  labor  disputes,  and  high  money  rates  compared  to  savings 
interest  rates  are  and  have  been  the  most  potent  influences  against  private 
initiative  in  building  and  popular  investment  In  real  property  values  and  a 
consequent  detriment  to  all  industries  and  the  public  welfare. 

I  believe  that  lawmaking  bodies  could  stimulate  and  encourage  a  long  chain 
of  interdependent  benefits  with  the  'greatest  popular  support  and  public  ap- 
proval by  creating 'a  series  of  laws  and  policies  which  would  bring  al>out:  (1) 
Low  cost  insurance  on  properly  built  small  houses.  (2)  Easy  and  Inexpensive 
real  property  transfers.  (3)  Abolishment  of  unnecessary  speculation  In  unim- 
proved property.  (4)  Favorable  freight  movements  and  freight  rates  on  fire- 
proof hoine-buildlng  material.  (5)  The  democratization  of  material  associa- 
tions and  labor  associations  so  that  anyone  may  enter  either  field  who  has  the 
inclinathm  and  ability  to  function  therein.  (6)  The  prohibition  of  jurisdic- 
tional or  other  strikes  or  lockouts,  the  economic  waste  and  annoyance  of  which 
must  be  borne  by  the  public,  and  the  encouragement  of  skill  and  efficiency  in 
the  building  trades.  (7)  The  economical  use  of  savings  deposits  in  banks  or 
post  offices  for  individual  or  single-family  home  building  and  home  purchasing. 

The  establshment  of  a  Federal  building  and  construction  department  with  a 
honie-bullding  bureau  to  cooperate  with  a  postal  savings  department  would 
help  to  realize  the  home-building  instinct  in  permanent  structures  of  all  kinds. 

The  enactment  of  laws  making  the  savings  deposits  of  the  people  easily  avail- 
able for  home  bui  ding  only  would  have  the  value  psychological  effect  of  stimu- 
lating deposits  and  teaching  the  people  that  home  building  and  the  frueality 
attendant  thereto  are  very  Important  matters.  The  same  psychological  effect, 
tending  to  create  more  reliable  citizenship,  would  be  greatly  Increased  by  the 
enactment  Into  !aws  of  the  other  policies  suggested.  Little  or  no  consideration 
should  be  given  to  temporary  laws  of  an. emergency  nature  regarding  tax 
exemptions,  financial  embargoes,  charitable  subsidies,  or  the  governmental 
building  of  houses.  Proper  encouragement  and  use  of  the  people's  savings  will 
supply  ar  the  capital  needed  If  it  is  kept  out  of  consumable  or  speculative 
investments. 

To  Incline  a  series  of  laws  toward  encouraging  home  building  is  not  less 
essential  and  is  not  less  sentimental  than  practical  and  fundamental ;  In  fact,  all 
beneficent  law  may  well  be  tested  by  the  one  question :  Do  they  tend  to  make 
more  and  better  homes?  For  home  ownership  xisuallzes  and  substantiates  the 
highest  Instincts  of  man  and  leads  the  strongest  motive  force  we  have — parent- 
hood— to  the  noblest  product  of  human  energy  and  democratic  citizenship. 

November,  1920. 

Twenty  of  the  leading  architects  of  Chicago  were  Invited  to  meet  and  give 
their  opinions  and  suggestions  for  submission  to  your  honorable  body.  Thir- 
teen architects  met,  and  after  discussl(»n  for  submission  to  you,  the  matter  in 
two    seRslons,    the    following    categorical    statements    respecting    the    exlstlni: 
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liindrauces  to  buiiding  and  their  correNi)onding  remedies  were  agreed  upon  by 
the  undersigned. 

The  chief  hindrances  an* : 

1.  Popular  belief  in  the  existence  of  monopolistic  fixing  of  the  price  and 
the  output  of  labor  and  the  fear  of  jurisdictional  and  other  strikes  and  lock- 
outs with  an  attendant  system  of  graft  and  frightfulness. 

2.  A  popular  belief  in  the  existence  of  artificial  regulation  of  price  and  output 
in  the  production  and  distribution  of  building  materials  with  and  w.thout  the 
connivance  of  organized  labor,  together  with  inadequate  and  manipulated 
transportation  facilities. 

3.  Higli  cost  of  money  for  building  enterprises  with  exceedingly  high  com- 
mission charges  for  building  loans. 

The  suggested  remedies  are,  respectively : 

1.  The  prohibition  of  the  use  of  force  or  coercion  In  strikes  and  lockouts  for 
the  settlement  of  jurisdictional  or  wage  disputes,  and  the  restoratiim  of  the 
right  of  every  citizen  to  enter  as  an  ai)prentlce  or  tradesman  any  field  or  en- 
deavor he  ch(K)ses  without  let  or  hindrance  from  any  organization  excei>t  the 
Government  Itself. 

2.  The  creation  of  a  permanent  bureau  or  department  of  buildings  at  Wash- 
ington leading  to  the  democratization  of  building  nmterlal  associations  and  the 
prohibition  of  artificial  fixing  of  prices  and  output  and  the  protection  of  the 
rights  of  any  Individuals  to  enter  production  fields  without  let  or  hindrance  • 
from  any  aascK'lation. 

3.  The  enactment  of  a  law  making  the  jwstal  savings  and  other  savings  de- 
jM»sits  of  the  i)eople  available  for  individual  home  building  and  with  n  national 
building  bureau,  or  department,  operating  In  a  manner  similar  to  the  farm- 
loan  banks  system,  and  furnishing  low  cost  plans  and  desirable  Information 
relative  to  Individual  or  single  family  home  building. 

We  further  beg  to  state  that  there  Is  now  such  a  volume  of  projects  on 
file  in  the  architects'  offices  in  (Chicago  being  held  up  by  the  prevailing  un- 
satisfactory building  conditions  that  if  release<l  could  not  iK)sslbly  be  built 
within  the  next  two  years  with  the  available  supply  of  organized  labor  and 
building  material ;  and.  further,  we  believe  that  even  If  money  were  available 
on  easy  teruis  the  cost  of  building  could*  not  be  very  materially  reduced 
within  the  next  few  years,  and  mltcht  be  Increased  on  account  of  the  limited 
supply  of  building  imiterials  and  labor. 
Respectfully  submitted. 

Harry  C.  Holsman,  president;  P.  D.  Gibson,  president  Illinois; 
Ualph  C.  Harris,  Mnx  Demmlng,  Albert  M.  Saxe,  Robt.  C. 
Ostergren,  J.  A.  Armstrong,  H.  B.  Wheeiocks,  Irving  K.  Paul, 
A.  S.  Alschuler,  D.  H.  Perkins,  J.  C.  Lewellyn,  C.  H.  Hamnnmd, 
(;.  C.  Kimmons,  John  A.  Nedeii,  Richard  E.  Schmidt. 

(At  this  point  Senator  Calder  entered  the  room  and  took  the 

chair.) 

fhe  Chairman.  Have  you  been  led  to  believe  that  there  is  any 
combination  of  interests  on  the  part  of  the  builders  here  or  material 
men  to  fix  prices  or  to  allocate  particular  jobs  to  one  another? 

Air.  Holsman.  We  believe  that  there  is  an  opinion  amono;  the 
people  that  the  existing  associations,  whether  they  are  designed  to 
do  so  or  not,  do  have  the  effect  of  regulatinoj  prices  or  regulating 
the  output  of  products.    They  have  that  effect. 

The  Chairman.  Of  course,  if  that  is  so,  that  tends  largely  to  in- 
crease cost? 

Mr.  Holsman.  Yes,  sir;  to  keep  costs  high  when  they  get  high. 

The  Chairman.  An  investigation  being  conducted  in  New  York 
now  by  a  legislative  committee  would  seem  to  indicate  that  over 
there,  at  least,  in  regard  to  the  stone  industry,  concerns  that  build 
stone  fronts,  tliat  a  man  who  has  been  exempted  to  do  the  work  for 
a  particular  builder,  and  another  job  comes  along,  that  is  his  job; 
he  estimates  on  it  before  any  other  man  can  estimate,  and  when  he 
makes  his  bid  he  sends  his  bid  to  the  Freestone  Dealers'  Association^ 
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and  before  any  other  man  can  bid  on  that  lob  he  must  go  and  look 
at  this  man  s  bid  and  make  his  bid  accordingly.  Do  you  know  of 
anv  practice  of  that  kind  here  ? 

Mr.  HoLSMAN.  I  don't  know  of  any  practice.  The  architects  have 
been  circularized  by  some  similar  associations  to  the  effect  that  bids 
inust  be  handled  in  a  certain  way  through  the  secretary  of  the  asso 
ciation ;  and  that,  whether  it  is  pernicious  or  not,  creates  the  feeling 
among  the  people  that  an  individual's  quotation  of  price,  or  his  bid^ 
if  It  must  go  into  the  hands  of  a  single  party,  might  be  manipulated 
in  some  way  to  the  disadvantage  of  the  public,  and  the  law  of  supply 
and  demand  would  naturally  operate  if  such  a  thing  were  not  in 
existence. 

The  Chairman.  A  witness  yesterday  said  that  in  obtaining  esti- 
mates on  lumber  he  found  they  were  practically  all  the  same,  and 
that  it  operated  so  in  other  materials,  no  matter  from  what  concern 
he  purchased,  the  bids  were  just  alike  or  very  nearly  alike.  Has  that 
been  your  experience? 

Mr.  HoLSMAN.  Yes,  sir ;  in  a  degree ;  but  that  may  not  necessarilv 
be  due  to  associations.  What  we  are  getting  at  is  that  the  very  exist- 
ence of  the  associations  prevents  the  entrance  into  the  building  of 
unassociated  individuals,  and  the  existence  of  the  association  makes 
it  convenient  or  easy,  by  telephone  or  otherwise,  or  personal  conversa- 
tion to  arrange  to  keep  prices  high  or  stable,  or  whatever  you  may 
call  it. 

Somehow  or  other  we  must  get  our  associations  so  regulated  or 
arranged  that  any  man  mav  be  able  to  go  into  the  field.  For  example, 
our  sand  and  gravel.  We  know  that  the  price  of  sand  and  gravel  has 
doubled  and  tripled.  It  goes  \)ackward  and  forward  a  little.  We 
know  that  sand  and  gravel  is  as  plentiful  now  as  it.  was  four  years 
ago.  We  know  that  it  is  very  difficult  for  a  single  individual  or  a  new 
company  under  the  present  circumstances  to  start  in  the  sand  and 
gravel  delivery  business.  All  of  these  things  have  a  psychological 
effect  on  the  people. 

Mr.  Miller.  The  sand  and  gravel  men  are  complaining.  I  hear 
them  complaining  very  much  that  they  can  get  no  cars,  that  their  cars 
have  been  taken  away  to  transport  coal. 

Mr.  HoLSMAN.  We  know  there  is  a  belief  that  there  is  a  good  deal 
of  manipulation  of  transportation  of  cars,  etc. ;  that  it  is  not  free. 

Mr.  Miller.  Do  you  think  the  Interstate  Commerce  Commission — 
have  you  gone  into  that  car  question? 

Mr.  HoLSMAN.  No,  sir;  not  particularly. 

The  Chairman.  Have  you  observed  any  evidence  of  a  combination 
between  labor  interests  and  material  interests,  or  building  contract 
interests  to  tend  to  keep  out  of  Chicago  outside  contractors? 

Mr.  HoLSMAN.  We  have  some  court  records  pointing  to  that  effect 
or  agreement  and  arrangement  between  building  material  and  supply 
people  and  contractors  and  labor  organizations,  I  think.  At  any  rate, 
there  is  a  popular  belief  that  arrangements  are  made  in  order  to 
settle  disputes,  etc.,  that,  if  our  association  exclusively,  for  example, 
then  we  will  not  set  or  use  material  in  the  buildings  that  come  from 
plants  that  are  not  operated  by  your  association,  etc.,  not  making 
a  tariff  wall  around  the  city,  in  actual  statement,  but  it  is  for  that 
effect,  so  that  in  some  lines  of  work — millwork,  for  example,  it  would 
be  impossible  to  get  millwork  made  in  cities  outside  of  Chicago,  set 
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in  Chicago,  because  the  mills  outside  of  Chicago  manufacture  with 
nonunion  labor  perhaps,  or  at  lower  price,  or  other  labor  conditions  in 
their  factories,  and  those  materials  would  be  taboo  in  Chicago.  No 
use  attempting  to  put  them  into  the  buildings,  because  it  would  at 
once  bring  on  trouble. 

The  Chairman.  This  situation  in  New  York  has  brought  out  a 
situation  something  like  this,  and  the  evidence  seems  to  indicate 
that  certain  building  contractors  pay  a  fixed  fee,  depending  upon 
the  size  of  their  pay  roll,  to  certain  labor  leaders  at  the  end  of  each 
month,  and  in  exchange  for  that  payment  the  labor  leaders  arrange 
that  no  outside  contractors  shall  oe  permitted  to  have  any  men  to 
do  any  work  when  they  come  to  New  York.  The  result  is  an  out- 
sider comes  in  and  attempts  to  bid,  and  finds  he  can  not  get  men,  and 
goes  out  again.  That  gives  the  building  contractor  in  New  York  in 
certain  lines  the  entire  field.  Does  that  situation  exist  here,  to  your 
knowledge  ? 

Mr.  Holsman.  Not  to  my  knowledge;  no,  sir.  Our  contention  is 
that  we  are  not  free,  however;  that  the  citizens  do  not  feel  free  to 
o  into  the  building  business ;  and  it  is  a  very  great  detriment  to  the 
uilding  of  homes  especially,  and  especially  among  the  well  to  do 
and  the  better  class  of  citizens.  A  gentleman  who  is  rather  gentle 
in  his  spirit,  that  likes  to  be  a  good  citizen,  who  obeys  the  laws, 
abhors  going  into  the  matter  of  building  his  own  home^  because  he 
feels  certain  from  his  observation  and  the  experience  his  neighbors 
have  had  that  if  he  imdertakes  to  build  a  home  he  will  have  (Sfficul- 
ties,  he  will  have  labor  strikes,  he  will  have  settlements  to  be  made 
and  payments  to  be  made  to  certain  parties  for  ostensible  violation 
of  certain  regulations  and  rules  between  the  contractors  and  labor 
unions,  and  what  not.  He  can  not  go  into  all  of  the  details  of  these 
things.  They  exist  and  they  have  that  mental  deterrent  which  is  a 
very  grave  detriment  to  the  welfare  of  the  community. 

Consequently  our  well-to-do  citizens  do  not  buUdf  houses.  They 
prefer  to  live  in  hotels  or  apartment  hotels  or  get  along  some  other 
way  or  go  out  into  the  country  and  build  a  home,  and  take  no  interest 
in  the  city  affairs.  That  is  among  the  better  class  of  people,  and 
that  has  a  very  grave  effect  on  the  other  classes  of  citizens,  such  as 
were  referred  to  here  yesterday  as  the  white-collared  class. 

If  they  see  their  employers  do  not  build  homes  and  do  not  care  for 
city  betterment  and  city  improvement,  how  can  their  example  be  of 
great  benefit  to  them  in  inducing  them  to  build  their  homes?  I 
think  everybody  grants  that  it  is  wise  to  have  such  a  regulation  in 
society  that  a  man  feels  that  it  is  the  best  thing  to  build  a  home, 
regardless  of  profit.  A  home  is  a  necessary  thing,  out  when  the  lower 
<;lasses,  as  we  may  say,  the  lower  strata  of  people,  with  the  lower 
wages,  see  the  upper  classes  absolutely  avoiding  that  sort  of  thing, 
not  doing  it  at  all,  they  feel  that  they  ought  not  to  either. 

These  things  we  think  can  be  corrected  by  Government  laws, 
leaning  toward  or  tending  toward  the  encouragement  of  home  build- 
ing. Let  the  rest  of  the  building  take  care  of  itself. '  We  feel  that 
the  Government  has  a  right  and  should  be  vitally  interested  in  mak- 
ing desirable,  durable  homes  for  the  people,  homes  that  will  not 
bum  up;  take  away  all  of  these  hazards,  these  detriments  to  this 
instinct  that  all  of  us  have ;  move  those  away  by  statute  ^and  by  care- 
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ful  provision.  We  speak  of  foreimers  coming  into  our  country  as 
wards  of  the  Nation  for  a  while.  Why  should  we  not  and  why  could 
we  not  have  the  United  States  take  care  of  housing  people  and  seeing 
that  they  have  proper  homes  to  live  in  ?  Why  could  the  nations  not 
soon  be  saying,  '  These  are  our  guests  instead  of  our  wards,  and  they 
must  have  the  proper  houses  to  live  in  while  they  are  our  guests, 
and  until  they  become  citizens  with  us.  It  is  a  vital  concern  to  the 
Nation  that  they  do  something  that  will  encourage  home  building.*' 

We,  as  architects,  feeling  these  thin^  in  a  broad  way,  and  not 
being  interested  in  the  particular  details  of  the  manipulations  of 
labor  and  material,  feel  that  these  are  fundamental  things  that  the 
Nation  should  take  an  interest  in. 

Senator  Kenyon.  I  would  like  to  ask  just  one  question :  Are  there 
many  vacant  houses  in  Chicago  ?  Now,  what  I  mean  by  that  is  this : 
People  who  close  their  houses  and  go  away  for  nine  months  or  a  year 
and  no  one  occupies  the  houses  ? 

Mr.  HoLSMAN.  I  can  not  answer  that  question,  Senator.  I  have 
no  personal  knowledge  of  that. 

The  Chairman.  Thank  you. 

Mr.  Fletcher.  Senator  Calder,  Mr.  James  B.  Forgan,  the  next 
witness.  Mr.  Forgan  is  chairman  of  the  board  of  directors  of  the 
First  National  Bank  and  of  the  First  Trust  &  Savings  Bank. 

STATEMENT  OF  MR.  JAMES  B.  FOBOAN,  CHAIBMAN,  BOASD  OF 

DIBECTOBS,  FIBST  NATIONAL  BANE. 

Mr.  Forgan  [reading] : 

Never  having  been  directly  active  in  the  real  estate  mortgage  business  I  have 
not  the  practical  knowledge  required  by  experience  in  that  special  line  of  the 
banking  business. 

The  views  I  express,  therefore,  are  based  more  on  general  conditions  as  they 
appear  to  me  than  on  any  specific  knowledge  of  construction  work  and  the 
&iancing  of  such  work  through  investment  in  mortgage  securitiea 

Only  a  few  suggestions  occur  to  me.  Under  the  present  strained  conditions 
of  finance  and  credit  it  does  not  seem  to  me  desirable  for  the  banks  artificially 
to  promote  buildings  by  offering  preferential  rates  on  mortgage  loans.  Such 
action  would  tend  to  stabilize  present  cost  of  building  construction,  now  at  its 
highest  peak.  Readjustments  of  prices  are  necessary  in  all  lines  and  there 
seems  no  good  reason  why  the  cost  of  construction  should  not  come  down.  As 
soon  as  building  costs  are  adjusted  so  that  there  is  a  reasonable  prospect  of  profit 
in  completed  construction  the  building  business  will  be  revived,  and  there  will 
be  no  difllculty,  in  my  judgment,  of  finding  money  to  take  care  of  it. 

One  of  the  fundamental  difficulties  In  Illinois  has  been  our  usury  laws. 
Investors  can  find  good  securities  in  the  market  to  net  them  7  per  cent  and 
8  per  cent  and  they  will  not  buy  mortgages  at  6  per  cent.  Under  our  present 
laws  it  is  impossible  to  charge  an  individual  borrower  more  than  6  per  cent 
on  a  mortgage,  as  that  rate  with  the  commission  and  expenses  brings  the  cost 
to  him  up  to  7  per  cent  which  is  the  limit  under  the  usury  law  and  to  charge 
more  would  invalidate  all  the  interest  payments.  Some  owners  in  order  to 
obtain  money  on  mortgages  at  current-market  rates  have  incorporated  them- 
selves as  the  usury  law  does  not  apply  to  corporations. 

The  income  tax,  especially  the  excess-profits  tax,  has  made  it  necessary  for 
large  investors  to  obtain  unusually  high  rates  of  interest  and  has  placed  an- 
other obstruction  in  the  way  of  floating  mortgage  loans  made  to  individuals 
subject  to  the  regulations  of  the  usury  law. 

In  my  opinion  it  would  be  undesirable  that  tax  exemption  should  be  granted 
to  mortgages  up  to  a  certain  amount.  The  futility  and  harmfulness  of  this 
type  of  legislation  has  been  clearly  pointed  out  In  the  briefs  submitted  in  the 
case  now  pending  In  the  Supreme  Court  of  the  United  States  regarding  the 
constitutionality  of  the  tax  exemption  granted  to  joint-stock  land  bank  bonds. 
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The  Chairman.  Mr.  Forgan,  what  method  is  used  in  Chicago  to 
finance  mortgages  generally! 

Mr.  FoRGAN.  Well,  most  of  our  banks,  especially  the  outlying 
banks,  lend  money  on  mortgages  in  their  own  neighborhood,  and 
then  sell  them  to  investors  across  counters.  Then  there  are  regular 
real  estate  loaning  firms  that  do  the  same  thing. 

The  Chairman.  Does  your  bank  loan  money  on  mortgages? 

Mr.  FoROAN.  Well,  we  do  on  a  large  scale ;  not  on  small  buildings. 

The  Chairman.  Is  your  bank  a  National  or  State  institution  ? 

Mr.  FoRGAN.  Both.  I  have  got  a  National  company  with  a  State 
annex.  The  First  National  Bank  and  First  Trust  &  Savings  Bank; 
they  are  owned  by  the  same  stockholders. 

The  Chairman.  What  are  the  deposits  in  your  savings  bank,  do 
you  recall  ? 

Mr.  FoRGAN.  Over  $8,000,000.    The  savings  are  about  $70,000,000. 

The  Chairman.  What  interest  do  you  pay  on  those  deposits? 

Mr.  FoRGAN.  Three  per  cent. 

The  Chairman.  A  little  different  from  our  savings  banks  in  New 
York.    Our  banks  there  are  mutual-savings  banks. 

Mr.  FoRGAN.  Yes. 

The  Chairman.  Yours  is  a  stock  institution,  is  it  not? 

Mr.  FoRGAN.  Yes;  fortunately  for  our  deposits  it  is,  because  we 
keep  solvent. 

The  Chairman.  That  is  rather  a  reflection  upon  our  savings 
banks. 

Mr.  FoRGAN.  I  can  not  help  that.    You  can  take  it  for  what  it  is. 

The  Chairman.  Well,  I  have  no  recollection,  Mr.  Forgan,  of  a 
savings  bank  in  New  York  City  in  the  last  25  years,  as  far  back  as 
my  recollection  goes,  ever  failing  to  meet  its  deposits. 

Mr.  Forgan.  No ;  that  is  not  what  I  call  solvency.  You  put  in 
liquidation  to-day  and  sell  out  their  securities  at  the  present  market 
price,  the  depreciation  in  their  investments  would  probably  make 
them  shy  something  of  paying  the  deposits. 

The  Chairman.  I  think,  perhaps,  that  is  a  fair  statement. 

Mr.  Forgan.  Yes. 

The  Chairman.  I  think  if  our  savings  banks  were  required  to  dis- 
pose of  all  their  securities  they  could  not  meet  their  deposits. 

Mr.  Forgan.  That  is  all  I  meant  by  the  remark  that  we  have  the 
margin  of  our  capital. 

The  Chairman.  Well,  Mr.  Forgan,  would  not  that  apply  to  many 
stock-saving  institutions  in  the  West  here  ? 

Mr.  Forgan.  Well,  I  hardly  think  so ;  no. 

The  Chairman.  You  think  even  including  the  capital  some  of  the 
stock-saving  institutions  here  are  all  solvent? 

Mr.  Forgan.  Well,  speaking  from  my  knowledge  as  chairman  of 
the  clearing  hoiise  committee  that  makes  examination  of  all  the 
banks  connected  with  the  clearing  house,  we  have  insisted — we  do 
insist — ^upon  their  publishing  statements  that  their  assets  taken  at 
their  market  value,  including  the  bonds  and  investments,  will  offset 
their  liabilities  to  the  public  plus  the  capital  and  surplus  that  they 
show.  That  is  a  point  in  our  examination — that  is  the  principal 
thing  that  our  examination  means,  but  any  way  we  believe  that  our 
banks  have  the  capital  and  surplus  they  show  intact  after  providing 
for  depreciation. 


968  RECONSTRUCTION   AND  PRODUCTION. 

The  Chairman.  Our  savings  banks  in  New  York,  in  the  main, 
have  surplus  around  10  per  cent  undivided  profits,  and  I  know  I  have 
talked  to  some  of  the  oig  savings-bank  men  over  there,  and  they 
think  they  could  sell  out  and  pay  their  depositors ;  but j  of  course,  as 
you  have  indicated,  they  have  no  stock  account  and  can  not  fall  back 
on  the  stockholders  to  meet  their  obligatioi^s. 

Mr.  FoRGAN.  Of  course  we  have  our  double  liability,  you  know. 

The  Chairman.  Yes.  You  say  you  have  about  seventy  million 
dollars'  worth  of  savings.  How  much  have  you  loaned  in  bonds  and 
mortgages  of  that  ? 

Mr.  FoRGAN.  Well,  we  have  started  a  farm-loan  mortgage  depart- 
ment and  we  always  had  two  or  three  million  dollars  invested  in  farm 
loans,  and  we  have — oh,  I  should  say,  eight  millions  invested  in  real 
estate  mortgages  in  this  city.    They  are  generally  all  large  amounts. 

The  Chairman.  Now,  in  New  York,  our  savings  banks,  as  against 
that,  have  an  average  of  about  50  ner  cent  of  their  savings  deposits 
loaoned  in  real  estate  mortgages,  oo  it  would  seem  that  your  system 
here  does  not  work  to  the  interest  of  the  building  industry.  You 
take  the  people's  savings  and  put  them  out  in  commercial  business, 
and  we  take  our  savings  in  New  York  and  loan  it  back  to  the  people 
to  build  houses. 

Mr.  FoRGAN.  Well,  of  course,  that  depends  upon  the  policy  of  the 
bank.  We  have  not  gone  into  that  line  of  business.  There  are  insti- 
tutions similarly  organized  that  do  make  a  specialty  of  real  estate 
loans. 

The  Chairman.  What  I  am  thinking  about  is  whether  we  have  met 
the  needs  of  these  big  communities  in  properly  organizing  and  de- 
veloping banks  that  go  into  the  investment  in  long-term  securities. 

Mr.  FoRGAN.  Well,  we  have  a  good  many  banks  in  Chicago  that  do 
that. 

The  Chairman.  It  seems  to  me  the  savings  of  the  people  might 
very  properly  be  utilized  for  that  purpose,  and  if  it  was  general  it 
would  be  most  helpful  in  this  real  estate  situation. 

Mr.  FoRGAN.  Well,  we  have  been  doing  more  of  it.  We  have 
started  a  farm  loan  mortgage,  as  I  told  you,  and  we  have  been  doing 
more  of  it.  We  have  got  where  we  have  made  a  few  loans  on  apart- 
ment buildings. 

The  Chairman.  The  income  derived  from  investments  in  the 
mutual  savings  banks  are  exempt  from  Federal  taxation.  Does  that 
apply  to  yours? 

Mr.  FoRGAN.  What  is  that? 

The  Chairman.  The  income  derived  from  the  investments  made 
by  mutual  savings  banks  is  exempt  from  the  Federal  taxation. 

Mr.  FoRGAN.  That  does  not  apply  to  us ;  no. 

The  Chairman.  Of  course  that  tends  to  encourage  them  to  loan 
money  on  mortgages  more  than  in  the  case  of  your  institutions. 

Mr.  FoRGAN.  Yes ;  it  does  not  apply  to  us. 

Senator  Kenton.  I  would  like  to  ask  you  one  or  two  questions,  Mr. 
Forgan :  The  agricultural  interests  of  the  Middle  West,  as  you  know, 
are  quite  disturbed  about  the  situation  ? 

Mr.  FoRGAN.  Yes,  sir. 

Senator  Kjinyon.  And  the  bridging  over  of  this  situation.  The 
farmers  are  selling — they  are  compelled  to  sell  their  crops  for  less 
than  it  cost  to  produce.     It  creates  an  unpleasant  frame  of  mind 
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amon^  the  agricultural  interests.    Have  you  any  suggestions  as  to 
how  that  question  can  be  met? 

Mr.  FoROAN.  I  don't  know  that  I  have  any  suggestion  as  to  how  it 
can  be  met  in  connection  with  the  grain  business,  but  if  you  go  into 
the  live-stock  business  we  are  trying  to  meet  that  now. 

Senator  Kenton.  What  are  you  doing  on  that  ? 

Mr.  FoROAN.  We  have  a  committee  appointed  in  Chicago  here  of 
three  bankers  who  have  got  up  a  plan  lor  organizing  a  company  to 
take  care  of  all  cattle  breeders  who  require  assistance  to  carry  on 
their  cows  and  calves. 

Senator  Kenton.  By  loans? 

Mr.  FoRGAN.  By  direct  loans. 

Senator  Kenton.  Direct  loans  to  them  ? 

Mr.  FoRGAN.  To  them.  Or  not  by  probably  direct,  but  through 
the  loaning  companies  that  will  make  the  first  investigation.  We  are 
hoping  to  get  a  fund — it  has  already  been  taken  up  with  banks  in 
New  York  and  Boston  and  we  are  hoping  to  get  the  banks  in  New 
York  and  Boston  and  St.  Louis  and  perhaps  Omaha  and  Kansas  City 
to  join  and  perhaps  get  a  fund  of  about  $30,000,000.  As  far  as  I 
know,  in  Chicago  about  four  of  the  largest  banks  have  pledged  them- 
selves to  take  aoout  five  hundred  million,  underwrite  $50O;0O0,0O0  of 
that  kind  of  paper  coming  through  this  corporation  when  it  is 
organized. 

Senator  Kenton.  It  has  not  been  completed? 

Mr.  FoRGAN.  It  has  not  been  completed.  I  think  representatives 
of  this  committee  will  go  down  with  the  representatives  of  the  cattle- 
feeding  6rganization  and  the  wool  organization  to  New  York. 

Senator  Kenton.  The  wool  interest? 

Mr.  FoRGAN.  The  wool  interest ;  yes.  They  are  going  down  to  New 
York,  and  we  are  to  try  and  get  that  thing  completed. 

Senator  Kenton.  Would  it  be  feasible  to  have  something  of  that 
kind  as  to  the  grain  ? 

Mr.  FoRGAN.  I  hardly  think  so.  The  grain  is  a  much  more  readily 
Biarketable  commodity^  and  there  is  a  better  market  for  it  all  the 
time,  and  then  the  gram  business  has  not  got  the  necessity  that  the 
<;attle-feeding  industry  has.  A  grain  man  that  sells  his  grain  gets 
his  money,  and  he  raises  a  new  crop  again  next  year  out  oi  the  sale ; 
but  the  men  in  the  cattle-feeding  business  have  got  to  have  stock  to 
produce  stock,  and  he  is  being  forced  now  to  seH  what  you  would  call 
his  breeding  stock.    It  is  a  blow  at  the  whole  industry. 

Senator  Kenton.  Some  of  the  tenant  farmers  are  simply  moving 
off  and  leaving  their  crops ;  they  are  not  getting  enough  to  pay  them 
to  cut  the  crops  on  the  land. 

Mr.  FoRGAN.  Not  getting  enough  to  harvest? 

Senator  Kenton.  To  pay  the  cost  of  production. 

Mr.  FoRGAN.  I  see. 

Senator  Kenton.  I  know  farmers  that  are  doing  that ;  not  in  large 
numbers,  but  that  is  the  unfortunate  situation. 

Mr.  FoRGAN.  Yes. 

Senator  Kenton.  And  the  whole  a^icultural  situation  just  now 
seems  to  be  in  a  very  cumbersome  situation,  and  that  affects  the 
whole  country. 

Mr.  FoRGAN.  Yes ;  it  is  very  serious. 
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Senator  Kenyon.  There  seems  to  be  difficulty  in  getting  money. 
Do  you  think  the  land  speculations  have  had  anything  to  do  with 
present  conditions  of  the  money  market? 

Mr.  FoRGAN.  I  think  so.  I  think  so,  because  the  farmers,  of  course, 
have  raised  the  value  of  their  land  to  what  their  neighbors  have  been 
able  to  sell  it  for,  and  tlien  they  figure  they  should  get  interest  on 
that  value. 

Senator  •Kenyon.  Well,  many  people  have  bought  land  on  very 
small  margins,  speculated  in  land. 

Mr.  FoRGAN.  Yes. 

Senator  ICenyon.  And  their  notes  are  due  to  the  banks. 

Mr.  FoRGAN.  Of  course,  they  are  in  a  hoj^eless  condition. 

Senator*  Kenyon.  Do  you  have  any  blue-sky  laws  in  Illinois*? 

Mr.  FoRGAN.  Yes,  sir;  we  have. 

Senator  Kenyon.  Are  they  pretty  satisfactory  in  preventing  the 
fake  stock? 

Mr.  FoRGAN.  Well,  they  have  been  satisfactory  to  a  certain  extent. 

Senator  Kenyon.  Have  you  given  any  attention  to  the  efTect  of  the 
blue-sky  issuance  of  stock  on  the  money  market?  In  my  State  there 
has  been  a  tremendous  lot  of  it. 

Mr.  FoROAN.  I  have  heard  of  it  from  your  State,  Senator.  I  have 
heard  that  some  of  the  bankers  have  been  induced  to  encourage  the 
flotation  of  such  stocks. 

Senator  Kenyon.  I  think  they  have,  and  prominent  citizens  and 
some  State  officials. 

Mr.  FoRGAN.  Yes;  and' they  got  the  notes  in  the  banks  for  those, 
and  of  course  under  these  conditions  it  is  pretty  hard  to  press  for 
payment  or  get  liquidation.    That  is  bad  business. 

Senator  Kenyon.  Yes.  What  does  your  law  in  Illinois  provide  on 
the  blue-sky  proposition? 

Mr.  FoRGAN.  I  am  sure  I  don't  remember  what  the  penalties  are. 

Senator  Kenyon.  But  you  do  not  have  any? 

Mr.  FoRGAN.  We  haven't  very  much — well,  we  have  it  occasionally, 
but  it  has  been  watched  very  carefully.  The  Association  of  Com- 
merce has  an  investors'  protective  conynittee,  and  the  secretary  of 
state  will  not  give  any  authority  for  the  issuing  of  any  securities  or 
give  a  license  for  the  organization  of  any  company  until  it  has  been 
passed  upon,  which  is  quite  a  protection.  That  is  under  the  blue-sky 
law. 

Senator  Kjenyon.  It  is  really  up  to  the  secretary  of  state  ? 

Mr.  FoRGAN.  Yes. 

Senator  Kenyon.  Could  you  give  us  any  idea — I  am  afraid  that  is 
asking  too  difficult  a  question — as  to  the  amount  of  money  last  year 
that  has  gone  into  automobiles  ? 

Mr.  FoRGAN.  No. 

Senator  Kenyon.  Now,  in  my  State  we  have  one  automobile  to 
every  five  persons.  We  could  put  all  of  the  people  in  the  State  into 
automobiles  at  one  time. 

Mr.  FoRGAN.  Judging  from  the  difficulty  of  getting  home  at  night 
I  should  judge  there  is  the  same  percentage  in  Chicago. 

Senator  Kenyon.  Of  course  the  automobile  has  got  to  be  a  neces- 
sity, but  has  there  not  been  an  exorbitant  expenditure  of  money  in 
automobiles  by  people  who  could  not  afford  them? 
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Mr.  FoRGAN.  I  think  so.  I  think  there  are  a  good  many  people  got 
automobiles  that  can  not  afford  them.  They  buy  an  asset  and  then 
they  have  a  liability ;  that  is  the  trouble. 

Senator  Kj:nton.  A  gentleman  said  to  me  the  other  day  that  our 
whole  troubles  were  due  to  so  many  automobiles  being  purchased,  a 
tremendous  amount  of  money  taken  out  of  States.  Of  course  that 
would  not  be  true  of  Chicago. 

Mr.  FoRGAN.  Well,  I  doirt  know.    It  may  be  one  of  the  causes. 

Senafor  Kenyon.  I  was  trying  to  get  at  these  causes.  Land  specu- 
lation, the  blue  sky,  and  automobiles. 

Mr.  FoRGAN.  Well,  you  have  to  go  much  further  than  that.  You 
have  to  consider  the  method  of  our  taxation,  which  causes  large 
investors  to  buy  tax-exempt  securities  and  take  their  accumulations 
that  they  would  otherwise — that  did  not  exist;  they  would  be  put- 
ting the  accumulated  wealth  back  into  enterprise  and  into  mortgages 
and  buildings,  and  they  can  not  afford  to. 

The  Chairman.  You  think  these  large  taxes,  heavy  taxes,  check 
industry  ? 

Mr.  f'oROAN.  Undoubtedly. 

Senator  Kenyon.  Well,  now,  Mr.  Forgan,  we  are  not  going  to  be 
able  to  run  this  Government  by  the  strictest  economy,  in  my  judg- 
ment, less  than  $3,700,000,000  the  coming  year.  Where  are  we  going 
to  get  the  money  if  we  take  off  the  excess-profits  tax  which  nearly 
everybody  seems  to  be  in  favor  of  doing?  Where  is  the  money 
coming  from  ? 

Mr.  Forgan.  Well  J^  don't  know. 

Senator  Kenyon.  We  can  not  let  so  much  less  taxation. 

Mr.  Forgan.  I  don't  think  we  are  likely  to  have  much  less  taxation, 
Of  course  there  might  be  some  way — although  I  am  not  prepared 
to  give  it  as  my  opinion  that  it  is  absolutely  right,  but  a  sales  tax. 

Senator  Kenyon.  A  sales  tax.  Don't  you  think  there  would  be  a 
good  deal  of  discontent  aroused  by  taking  taxes  off  of  large  incomes 
and  putting  it  on  to  sales  ? 

Mr.  Forgan.  Probably,  but  that  would  not  make  it  wrong. 
Senator  Kenyon.  You  think  these  large  incomes  are  taxed  too 
heavily  ? 

Mr.  Forgan.  T  would  not  say  that  they  have  been  taxed  too  heavily 
for  the  purpose  for  which  the  money  was  required,  for  carrying 
on  the  war,  l3Ut  now  that  we  want  to  get  into  reconstruction  and  get 
back  to  good  business,  as  long  as  these  taxes  remain  and  people  with 
large  incomes  and  with  their  own  views  of  things  to  protect  them- 
selves, they  are  not  likely  to  put  the  money  back — ^that  is,  as  it  ac- 
cumulates— into  new  enterprises,  industrial  building,  or  anything  of 
that  kind.  I  am  not  talking  theories ;  I  am  talking  actual  experience. 
Senator  Kenyon.  I  know,  but  I  am  wondering  about  that,  if  the 
people  of  large  means  and  large  incomes  are  not  willing  to  bear  a 

large  burden  of  the  taxation 

Mr.  Forgan.  I  think  they  are  as  a  rule.  Some  of  them  will  try  to 
dodge  it,  however,  by  buying  tax-exempt  securities.  And  to  that  ex- 
tent that  absorbs  the  money  in  investments  of  that  kind  which  other- 
wise would  go  back  into  ffeneral  lines  of  business. 

Senator  Kenyon.  Well,  I  suppose  that  is  human  nature,  but  I  do 
not  believe  it  is  very  good  patriotism. 
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Mr.  FoRGAN.  It  is  not,  but  I  could  tell  you  something  worse  than 
that,  that  is  not  patriotism.  Anyone  whose  income  is  .over  $60,000 
can  afford  to  buy  Government  bonds,  say  Victory  notes,  bearing  3J, 
and  absolutely  nontaxable,  and  he  can  borrow  money  at  7  per  cent  to 
pay  for  them,  and  then  he  can  come  out  very  considerably  ahead  in 
the  transaction  in  the  way  of  profits. 

Senator  Ken  yon.  Let's  get  tnat.    He  can  borrow  at  7  per  cent? 

Mr.  FoRGAN.  He  can  borrow  at  7  per  cent  and  buy  3f  per  cent  non- 
taxable bonds  and  carry  them  for  a  year  and  make  a  good  profit, 
anyone  whose  incolne  is  over  $6,000. 

Senator  Kenton.  That  does  not  interest  me  personally. 

Mr.  FoRGAN.  Well,  I  have  heard  of  it  being  done  to  the  extent  of 
millions. 

Senator  Kenton.  Of  millions? 

Mr.  FoRGAN.  Yes,  sir. 

Senator  Kenton.  Mr.  Forgan,  the  Government  purchased  some  of 
its  own  bonds,  did  it  not,  at  depreciated  prices  ? 

Mr.  FoRGAN.  Yes ;  the  sinking  fund,  I  suppose. 

Senator  Kenton.  So  that  the  Government  went  into  the  market 
and  bought  its  own  bonds  at  less  than  face  value  ? 

Mr.  Forgan.  Yes. 

Senator  Kenton.  After  all  the  talking  we  had  done  to  the  people 
about  getting  the  Liberty  bonds — always  be  worth  100  cents  on  the 
dollar  f 

Mr.  Forgan.  Yes,  sir. 

Senator  Kenton.  How  could  these  Liberty  bonds  be  brought  back 
to  100  cents  on  the  dollar? 

Mr.  Forgan.  Well,  there  are  several  schemes  that  have  been  pro- 
posed, but  I  am  not  prepared  to — I  have  not  gone  into  it  sufficiently 
to  advise.    Senator  Weeks  has  a  scheme. 

Senator  Kenton.  What  is  the  Senator's  scheme? 

Mr.  Forgan.  Well,  as  far  as  I  remember  it — I  read  it  a  long  time 
ago — I  think  he  wants  to  refund  them  at  a  higher  rate  with  definite 
maturities,  and  I  think  he  figures  out  that  it  would  not  cost  the  Gov- 
ernment any  more  to  do  that  than  it  would  to  continue  them  under 
the  sinking-fund  plan. 

Senator  Kenton.  That  is  all. 

The  Chairman.  Mr.  Meyer,  do  you  want  to  ask  Mr.  Forgan  a 
question  ? 

Mr.  Meter.  Yes,  sir;  I  would  like  to  very  much. 

The  Chairman.  Proceed. 

Mr.  Meter.  You  were  saying,  Mr.  Forgan,  that  you  paid  3  per 
cent  in  your  savings  bank  on  deposits? 

Mr.  Forgan.  Yes. 

Mr.  Meter.  Is  that  the  same  rate  as  you  paid  six  or  seven  or  eight 
years  ago  ? 

Mr.  Forgan.  Yes,  sir. 

Mr.  Meter.  Is  that  rate  regulated  by  law  in  this  State? 

Mr.  Forgan.  No. 

Mr.  Meter.  You  could  pay  more  or  less  ? 

Mr.  Forgan.  Could  pay  more  or  less. 

Mr.  Meter.  I  would  like  to  know — if  you  don't  mind  answer- 
ing, but  do  not  desire  to  press  the  question  ii  you  do  not  care  to — why 
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it  has  not  seemed  good  to  raise  the  rate  of  interest?     In  the  first 
place,  is  that  the  prevailing  rate  paid  by  savings  institutions? 

Mr.  FoRGAN.  It  is,  I  think,  in  Chicago,  the  prevailing  rate;  not 
through  the  State. 

Mr.  Meter.  Not  through  the  State  ? 

Mr.  FoRGAN.  No. 

Mr.  Meyer.  In  the  State  they  pay  more  ? 

Mr.  FoRGAN.  Pay  4^  I  think. 

Mr.  Meyer.  What  is  the  theory  on  which  only  3  per  cent  is  paid 
when  the  return  has  gone  up  in  the  last  few  years  very  materially  ? 

Mr.  FoRGAN.  Well,  the  only  reason  I  can  give  is  that  we  have  our 
excess-profit  tax  to  pay,  which  is  very  heavy;  and,  in  addition  to 
that,  all  our  savings  institutions,  the  same  as  the  mutual  savinjsjs  in- 
stitutions in  the  East,  invest  in  bonds,  Government  and  municipal 
and  others,  and  they  are  endeavoring  to  meet  the  falling  market,  so 
that  their  net  profit  after  they  figure  it  up  at  the  end  of  the  year — 
they  have  to  pay  their  taxes  and  provide  for  loss  in  depreciation; 
the  profits  are  not  any  larger  than  tney  used  to  be. 

Mr.  Meyer.  Do  you  think  that  maintaining  the  3  per  cent  rate, 
from  whatever  cause  it  may  have  been,  has  not  in  a  way  discouraged 
the  increase  in  the  deposits  through  which  they  might  have  got  an 
additional  profit  on  the  larger  values? 

Mr.  FoRGAN.  I  don't  know. 

Mr.  Meyer.  In  other  words,  a  3  per  cent  rate  would  get  savings 
deposits  in  a  market  where  larger  yields  were  not  obtainable  on  a  very 
much  larger  yield,  as  you  point  it  out  in  other  directions.  Has  not 
maintaining  the  3  per  cent  rate  discouraged  the  accumulation  of 
savings,  in  your  opmion? 

Mr.  FoRGAN.  I  would  not  think  so,  from  my  own  experience.  The 
savings,  as  they  pile  up  in  our  institutions,  is  agreeably  a  matter  of 
surprise  at  every  meeting  of  our  board  of  directors.  We  do  not 
know  where  it  all  comes  from.  They  keep  on  accumulating.  The 
First  Trust  &  Savings  Bank  has  only  been  15  years  in  existence  and 
has  seventy  millions  in  savings  deposits.  That  is  pretty  good.  We 
have  increased  our  savings  deposits  during  the  last  year  $8,000,000. 

Mr.  Meyer.  About  10  per  cent? 

Mr.  FoRGAN.  Yes. 

Mr.  Meyer.  And  there  has  been  no  let  up  during  the  recent 
months  ? 

Mr.  FoRGAN.  Oh,  no ;  it  keeps  right  up. 

Mr.  Meyer.  Senator  Kenvon  asked  on  the  question  of 

Mr.  FoRGAN  (interposing).  Just  let  me  say  we  are  not  alone  in  that. 
The  savings  are  going  up  in  the  other  institutions  in  proportion. 

Mr.  Meyer.  Of  course,  that  would  not  be  conclusive  proof  that 
a  great  deal  more  would  not  be  coming  into  that  bank  with  a  higher 
ratCj,  would  it? 

Mr.  FoRGAN.  Oh,  no;  but  there  is  such  a  thing  as  being  satisfied 
with  what  you  get. 

Mr.  Meyer.  Satisfied  from  the  business  point  of  view  ? 

Mr.  FoRGAN.  Yes. 

Mr.  Meyer.  You  are  familiar  with  the  war-savings  certificate  of 
the  Treasury  Department? 

Mr.  FoRGAN.  Yes. 
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Mr.  Meyer.  Do  you  consider  that  is  a  satisfactory  form  of  encour- 
agement of  thrift  by  the  Government  in  view  of  the  fact  that  there 
has  been  a  steady  decline  every  month,  until  in  recent  months  it  has 
gone  below  $3,000,000? 

Mr.  FoRGAN.  It  looks  like  a  failure,  because  the  redemption  seems 
to  be  so  great  now  that  they  do  not  seem  to  be  popular. 

Mr.  Meyer.  Well,  I  think  monthly  under  three  million. 

Mr.  FoRGAN.  Yes. 

Mr.  Meyer.  Sometimes  as  low  as  very  nearly  two  million  re- 
demptions, I  believe — around  fifteen  to  sixteen  millions  monthly  ? 

Mr.  FoRGAN.  Yes. 

Mr.  Meyer.  So  you  would  consider  it  a  failure  in  view  of  the  fact, 
certainly,  that  it  costs  a  million  dollars  a  year  to  maintain  an  organi- 
zation to  pay  off  $12,000,000  a  month  on  a  balance? 

Mr.  FoRGAN.  Yes;  it  is  not  a  success;  but  I  have  taken  these  every 
year.  I  was  chairman  of  the  Maximum  Club.  We  take  a  thousand 
dollars'  worth,  and  I  have  taken  a  thousand  doUare'  worth  every 
year  myself.  I  happen  to  have  10  grandchildren.  It  is  very  nice  at 
Christmas  time  to  have  a  hundred  dollars  apiece  for  them. 

Mr.  Meyer.  So  vou  are  not  doing  it  to  stimulate  the  thrift  among 
the  small  savers  of  the  Nation,  which  was  the  fundamental  idea  ? 

Mr.  FoRGAN.  I  think  not. 

Mr.  Meyer.  Then  the  Post  Office  Department,  of  course,  main- 
tains the  Postal  Savings  System  and  pays  only  2  per  cent  and  does 
not  pay  it  unless  the  money  is  on  deposit  for  a  full  year,  does  not  pay 
it  for  a  part  of  a  year ;  does  not  transfer  accounts  from  one  place  to 
another  except  by  loss  of  all  the  interest  accumulated  since  the  last 
year.    You  would  not  consider  that  a  very  great  success? 

Mr.  FoRGAN.  It  is  a  very  great  thing  for  people  who  do  not  have 
confidence  in  banks ;  they  can  go  to  the  Government. 

Mr.  Meyer.  You  would  not  call  it  very  nice  if  you  only  got  2  per 
cent,  would  you,  and  then  did  not  get  it  most  of  the  time? 

Mr.  FoRGAN.  No. 

Mr.  Meyer.  Do  you  think  the  present  method  of  investing  the 
funds  collected  in  this  Postal  Savings  System  from  people  who  are 
so  ignorant  really  that  they  do  not  trust  banks  and  do  not  under- 
stand banks,  or  perhaps  have  no  banks  available — you  do  not  think 
that  depositing  that  money  in  the  banks  at  the  present  time  is  the 
best  use  the  Government  could  put  of  the  funds  it  collects,  do  you  ? 

Mr.  FoRGAN.  Well,  I  don't  know.  I  look  at  it  from  the  other  side, 
as  representing  one  of  the  banks  that  have  got  the  deposits,  and  1 
figure  up  how  much  we  have  lost  on  it. 

Mr.  Meyer.  On  two  and  a  half  per  cent  deposit? 

Mr.  FoRGAN.  Yes.  We  have  to  put  up  bonds,  and  the  bonds  have 
depreciated;  made  the  interest  cost  us  a  pretty  good  deal  of  money. 
We  are  the  ones  that  have  stood  in  the  gap  there. 

Mr.  Meyer.  If  you  represented  the  Government,  you  would  not, 
I  assume,  deposit  money  at  2^  per  cent.  The  bonds,  of  course,  are  a 
different  story.  At  the  present  time  the  Government  is  depositing 
money  collected  through  the  Postal  Savings  System  at  2J  per  cent 
with  banks,  and  then  borrowing  money  at  6  per  cent  on  one-year  cer- 
tificates. You  would  not  call  that  sound  business  if  you  were  repre- 
senting the  Government  end  of  it  ? 
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Mr.  FoRGAN.  Well,  I  don't  laiow ;  I  don't  know.  I  don't  think  I 
would  undertake  to  answer  that.  I  will  wait  until  I  get  to  be  Secre- 
tary of  the  Treasury,  then  I  will  consider  it. 

Mr.  Meter.  Senator  Kenyon  asked  you  in  connection  with  the 
grain  situation,  to  a  certain  extent.  The  agricultural  conditions  in 
cotton,  grain,  and  live  stock  are  similar,  and  they  can  not  be  exactly 
due  to  market  conditions  alone.  Some  financial  difficulty  in  the 
orderly  marketing  of  the  crops,  is  there  not,  in  your  opinion  ? 

Mr.  FoRGAN.  Yes ;  there  has  been  a  lack  of  transportation  for  one 
thing. 

Mr.  Meter.  And  to  what  extent  do  you  think  the  European 
conditions  are  disturbing  the  orderly  marketing  of  American  prod- 
ucts or  disturbing  financial  conditions — I  mean  in  Europe,  and  the 
suspension  of  economic  relations  of  the  central  Empires,  let's  say? 

Mr.  FoRGAN.  Oh,  undoubtedly  that  has  a  very  serious  effect  on  all 
kinds  of — ^that  goes  right  into  the  .packing  business  and  the  grain 
business. 

Mr.  Meter.  In  fact,  affects  all  the  fundamental  industries? 

Mr.  FoRGAN.  All  the  fundamental   industries. 

Mr.  Meter.  Of  this  country  and  the  agricultural  lines? 

Mr.  FoRGAN.  Undoubtedly. 

Mr.  Meter.  You  are  familiar  with  the  authority  under  the 
War  Finance  Corporation,  when  it  was  authorized  to  use  a  million 
dollars  to  assist  the  export  of  American  products  by  advancing  the 
money  to  American  exporters  or  American  bankers,  the  authority 
was  rendered,  in  the  main,  at  the  request  of  the  Secretary  of  the 
Treasury  last  May.  I^ve  you  any  opinion  as  to  the  advisaoility  of 
resumption  of  activitjip)y  the  War  Finance  Corporation  along  that 
line? 

Mr.  FoRGAN.  I  have  {not  made  up  my  mind  on  that.  I  was  in  accord 
with  the  action  of  the  Secretary  of  the  Treasury  in  stopping  it,  be- 
cause of  the  necessity  of  liquidation,  and  I  am  a  member  of  the  ad- 
visory council  of  the  Federal  Reserve  Board,  and  I  remember  we  had 
it  up  with  the  Secretary,  and  we  agreed  with  him  at  that  time  that  a 
little  pressure  to  liquidate  was  necessary — some  pressure  was  neces- 
sary, and,  that  was  part  of  the  pressure. 

Mr.  Meter.  In  the  statement  made  by  the  Secretary  at  the  time 
it  was  stated  that  among  his  reasons — principally,  I  should  say, 
among  his  reasons  was  the  fact  that  business  was  prosperous  and  un- 
employment negligible.  You  would  not  say  that  business  was  pros- 
perous now,  would  you? 

Mr.  FoROAN.  No,  sir ;  no ;  I  would  not  say  that. 

Mr.  Meter.  There  is  a  considerable  amount  of  unemployment, 
if  not  so  much  in  Chicago,  then  in  other  centers  in  the  country? 

Mr.  FoRGAN.  Oh,  yes ;  there  is  some  unemployment. 

Mr.  Meter.  If  there  was  a  suspension  as  he  stated  then — and 
used  the  word  "  suspension  " — due  to  conditions  which  have  changed 
and  changed  very  much  for  the  worse,  would  you  consider  it  in  the 
public  interest  to  change  the  policy  in  regard  to  the  activity  of  the 
War  Finance  Corporation,  or  would  you  not  change  the  policy, 
although  conditions  have  changed?  In  view  of  the  fact  that  the  re- 
sources are  there  and  the  local  authority  is  there,  there  is  no  ques- 
tion on  that?  ' 
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Mr.  FoRGAN.  I  think  it  might  help,  but  it  would  be  a  pity  not  to 
adopt  eveiy  facility  we  have  to  help  out  the  situation  just  now. 

Mr.  Meyer.  You  think,  then,  do  you,  Mr.  Forgan,  that  it  would 
be  one  ste^,  if  not  a  cure-all,  which  would  relieve  agricultural  con- 
ditions ? 

Mr.  Forgan.  It  would  help.  I  thank  you.  That  is  all  Mr.  Chair- 
man. 

The  Chairman.  Mr.  Forgan,  from  your  statement  which  you 
have  rendered  to  the  record,  I  got  the  impression  that  you  believd 
that  the  one  thing  that  Congress  might  do  to  help  to  bring  money 
back  to  mortgage  financing,  was  a  modification  of  our  tax  laws. 

Mr.  Forgan.  Yes. 

The  Chairman.  You  offered  no  other  suggestion  for  congressional 
action,  as  I  recall. 

Mr.  Forgan.  No,  I  think  not. 

The  Chairman.  Mr.  P^organ,  what  I  am  thinking  of  is  this,  and  I 
have  thought  a  good  deal  about  it,  and  I  am  a  conservative  man  too; 
perhaps  I  am  as  conservative  as  you  are,  and  I  know  your  reputation 
lor  beincr  a  conservative  banker  is  nation-wide.  What  I  am  thinking 
of,  and  t  would  like  to  have  you  think  a  little  bit  about,  is  whether  or 
not  we  are  drifting  into  a  situation  whereby  there  may  be  a  popular 
clamor  next  year  or  the  year  after  unless  we  get  more  houses  for  tho 
people  to  live  in,  to  have  the  United  States  itself  go  into  the  business 
of  Tumishing  homes  for  working  people.  In  New  York  we  have  not 
been  able  to  withstand  the  demand  of  the  test,  to  put  the  restraining 
hand  of  the  government  upon  the  amount  that  may  be  asked  for  rents. 
We  passed  a  law  to  do  that  in  New  York,  giving  the  local  courts  the 
right  to  say  whether  the  rents  shall  be  raiseior  not. 

In  England  and  France  the  government  has  actually  gone  into  the 
business  of  building  homes,  "i  esterday  you  ptobably  heard  me  refer 
to  the  fact  that  France  borrowed  money  at  7J*  per  cent,  loaning  it  at 
2;  that  both  England  and  France  are  contributing  out  of  the  treas- 
ury to  building  homes.  I  want  to  avoid  it  if  we  can.  I  hope  you  will 
thmk  of  it,  and  when  the  time  comes  to  act,  when  you  believe  the 
time  comes,  we  may  have  your  moral  support  by  some  indirect  means, 
like  perhaps,  the  exemption  of  mortgages  from  taxation,  perhaps 
here  m  your  State  the  exemption  for  a  limited  period  from  taxation 
on  new  dwellings;  perhaps  an  act  of  the  legislature  like  we  had 
passed  last  winter  in  the  Shipping  Bill,  exempting  from  taxation  the 
profits  on  building  of  dwellings  provided  the  profits  were  invested 
in  buildings.  These  things  are  bothering  a  good  many  of  us,  and  we 
would  like  you  to  think  of  those  things,  as  a  man  of  long  experience 
in  finance^  as  the  time  goes  along,  and  advise  us  just  what  your  judg- 
ment is. 

Mr.  Forgan.  In  other  words,  to  meet  the  situation  as  we  met  the 
emergency  of  the  war,  throw  theory  to  the  dogs  and  meet  the  situa- 
tion. 

The  Chairman.  Yes. 

Mr.  Forgan.  That  is  what  you  are  after  ? 

The  Chairman.  Yes. 

Mr.  Forgan.  That  is  all  that  is  necessary,  when  you  do  get  into  an 
emergency.    . 

The  Chairman.  Yes.    Thank  you,  Mr.  Forgan. 
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Mr.  Fletcher.  Mr.  (Jeorge  H.  Taylor,  representing  the  Chicago 
Mortgage  Bankers'  Club. 

STATEMENT  OF  ME.  GEOEOE  H.  TAYLOE,  EEPEESEFTING  THE 

GHIGAaO  MOETGAQE  BANEEES'  CLUB. 

The  Chairman.  Mr.  Taylor,  you  represent  the  Chicago  Mortgage 
Bankers'  Club? 

Mr.  Taylor.  Yes,  Senator  Calder  and  gentlemen  of  the  committee. 
Our  organization  or  the  organization  which  we  represent  niust,  in 
the  very  nature  of  things,  remain  more  or  less  in  a  passive  attitude 
in  this  present  condition. 

The  people  we  represent  buy  and  sell  mortgages  which  must  be, 
on  our  own  representations  and  in  the  very  nature  of  things,  a 
security.  Now,  there  are  a  great  many  elements  which  tend  in  the 
present  abnormal  conditions  to  remove  from  the  goods  that  w^e  sell 
the  word  "'  security  "  naturally.  Our  people  believe  there  is  a  limit 
to  what  can  be  placed  in  the  form  of  a  mortgage  in  any  given  build- 
ing or  building  operation;  and  if  it  does  not  afford  what  we  call  a 
security — that  is,  the  investment  of  a  sum  of  money  which  will  be 
repaid,  whicli  the  borrower  can  at  some  time  afford  to  repay  with 
his  interest — then  the  mortgage  security  becomes  what  you  might 
say  was  a  participation  in  some  enterprise,  and  then  takes  anotlier 
nature  and  it  has  got  to  be  treated  in  a  different  way. 

Our  idea  is  that  the  present  abnormal  building  condition  is  due, 
in  the  first  place,  to  the  tremendous  demand  that  there  has  been  for 
money  in  the  last  year  or  so.  Perhaps  our  situation  is  improving  a 
little,  but  there  have  been  times  when  it  was  hard  to  get  money  at 
all  for  any  purpose  in  our  line  of  business.  That  was  only  in  limited 
instances. 

Then  the  question  of  the  demand  for  money  and  the  high  interest 
rates  prevailing  where  funds  could  be  loaned  in  other  channels  for 
7  and  8  and  a  larger  percentage,  it  naturally  took  from  the  lists  of 
mortgage  investments  a  great  many  people,  and  they  are  still  out  of 
the  market. 

Then  the  abnormal  increase  in  the  cost  of  building  materials,  some 
people  seemed  to  think  some  combinations  of  material  and  labor  in- 
terests have  raised  the  price  to  a  point  where  a  man  can  not  afford 
to  birild;  at  least  he  can  not  afford  to  build  unless  he  can  borrow  a 
greater  amount  of  money  than  we  can  afford  to  lend,  considering  the 
fact  that  we  are  dealing  in  a  security. 

I  do  not  believe,  and  I  think  I  speak  for  our  organization  in  say- 
ing I  do  not  believe,  that  building  can  be  stimulated  by  artificial  or 
philanthropic  means.  It  gets  down  to  a  question  ol  supply  and 
demand,  and  there  is  a  limited  number  of  people — when  we  talk 
about  homes,  of  course,  it  is  ideal  for  every  man  to  have  his  little 
cottage.  That  is  the  way  it  ought  to  be.  That  promotes,  in  my 
opinion,  and  1  think  my  organization  would  agiiiee  with  me;  it  pro- 
motes the  best  citizenship  and  the  best  civic  conditions;  but  there 
are  a  limited  number  who  can  afford  to  live  in  a  single  dwelling,  in 
a  home,  and  that  does  not  mean  that  there  can  not  be  some  other 
form  of  home. 

My  notion  about  it  is  that  in  addition  to  getting  our  conditions 
back,  if  we  can,  to  where  we  can  build  homes  for  at  least  those  who 
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can  afford  to  buy  them,  we  ought  to  also  be  able  to  build  tenements^ 
apartments,  at  a  price  that  the  poorer  people  can  afford  to  pay,  and 

fet  ideal  and  sanitary  and  comfortable  conditions.    Citizenship  toD 
e  promoted  in  that  way  just  as  much  as  people  living  in  singk 
dwellings. 

As  I  say,  we  are  an  organization  dealing  in  securities,  and  we  are 
more  or  less  in  a  receptive  mood.  We  are  trying  to  leam;  we  are 
ready  to  come  in  and  loan  money  when  we  feel  that  we  can  get  it 
back,  when  we  feel  that  it  is  a  safe  and  sane  proposition  to  do ;  but 
w:e  ar^  not  in  a  position  to  stimulate  by  artificial  means  building 
enterprises  which  will  result  disastrously,  both  to  the  man  who 
attempts  to  build  and  the  man  who  loans  the  money. 

The  Chairman.  You  are  president,  as  I  understand  it,  of  the 
Mortgage  Bankers'  Club? 

Mr.  Taylor.  That  is  just  an  association  of  men  engaged  in  the 
mortgage-loan  business. 

The  Chairman.  Now,  tell  me  your  particular  business,  your  own 
particular  business. 

Mr.  Taylor.  I  am  loaning  money  for  insurance  companies. 

The  Chairman.  What  sort  of  insurance  companies? 

Mr.  Taylor.  Well,  I  loan  for  the  Prudential,  of  Newark,  N.  J. 

The  Chairman.  Fire  insurance  ? 

Mr.  Taylor.  That  is  the  life  insurance  company,  the  Prudential 
Life.    That  is  one  of  my  branches  of  business. 

The  Chairman.  .From  what  source  does  most  of  the  mortgage 
money  come,  here  in  Chicago  ? 

Mr.  Taylor.  Well,  it  comes  from  the  small  banks  and  mortgage 
dealers  who  are  really  buying  and  selling  them.  They  sell  to  the 
investor.    They  place  a  mortgage  and  then  sell  it. 

The  Chairman.  The  banks  sell  the  mortgages  ? 

Mr.  Taylor.  Well,  the  loan  department  of  the  savings,  of  the  trust 
companies,  and  so  on,  do  that,  and  the  mortgage  bankers  do  that. 

The  Chairman.  In  New  York  our  savings  banks  are  of  a  mutual 
character. 
'  Mr.  Taylor.  Yes. 

The  Chairman.  And  buy  the  mortgage  or  make  the  loans  for 
investments  themselves. 

Mr.  Taylor.  Yes,  sir :  I  think  that  is  done  in  a  more  limited  way 
in  Chicago  than  it  is  in  New  York. 

The  Chairman.  Our  insurance  companies  loan  money  for  perma- 
nent investment. 

Mr.  Taylor.  Yes. 

The  Chairman.  Are  there  many  private  lenders  in  the  market 
now? 

Mr.  Taylor.  Not  as  many  as  there  were. 

The  Chairman.  They  began  to  lessen  how  far. back? 

Mr.  Taylor.  I  should  say  18  months  ago.  It  was  more  exag- 
gerated a  year  ago  or  the  last  year  than  it  was. 

The  Chairman.  Do  you  find  the  private  lenders  who  have  large 
accounts  staying  out  of  the  market? 

Mr.  Taylor.  They  are  withdrawing  from  the  market. 

The  Chairman.  What  is  the  reason  ? 

Mr.  Taylor.  The  hi^h  interest  rates;  the  fact  they  can  get  a 
greater  rate  of  interest  in  other  lines  of  investment ;  and  the  fact  the 


RECONSTRUCTION   AND  PRODUCTION.  979 

taxes  on  large  incomes  cut  down  the  returns  they  will  get  on  a  mort- 
gage, on  any  mortgage  they  can  safely  take  as  a  security.  It  is  cut 
down  so  much  they  can  not  afford  to  invest  in  a  mortgage. 

The  Chairman.  So  that  the  small  mortgages  are  out  of  the  market 
to-day  ?  ' 

Mr.  Taylor.  Yes;  except  for  the  small  investor  they  are  practically 
out  of  the  market  to-day. 

The  Chairman.  Have  you  anything  to  suggest  to  stimulate  the 
buildingindustry  at  all? 

Mr.  Tatix)r.  Well,  I  think  there  ought  to  be  some  regulation  or 
some  change  in  the  taxation  of  mortgages.  I  am  not  a  believer  in 
the  excess-profit  tax  at  the  present  time.  I  think  it  ought  to  be  re- 
moved, and  I  think  the  excess-income  tex  affecting  the  investors  who 
would  buy  up  mortgages,  I  think  that  that  ought  to  be  regulated  in 
some  way.    Just  how,  i  am  not  financial  expert  enough  to  suggest. 

The  Chairman.  Would  you  advocate  the  exempting  of  the  income 
from  mortgages  on  Federal  taxation? 

Mr.  Tatix)r.  Not  altogether,  I  do  not  believe.  Senator.  I  think 
they  ought  to  bear  a  certain  share,  too,  but  they  ought  to  have  some 
preference  in  taking  the  large  income,  one  whole  income  into  con- 
sideration. I  think  if  the  money  is — a  certain  amount  of  it — in  mort- 
gages, there  ought  to  be  some  little  preference.  I  think  that  might 
be  a  help  in  stimulating  the  investment  in  mortgages.  The  same  as 
you  can  buy  Government  bonds  and  pay  no  taxes.  Just  how  much 
that  ought  to  be  I  am  not  prepared  to  say. 

The  Chairman.  I  have  introduced  a  bill  exempting  from  Federal 
taxation  the  income  on  $40,000  of  mortgages  in  the  hands  of  indi- 
viduals. 

Mr.  Tatix)r.  Yes.    Well,  that  is  along  the  right  line. 

The  Chairman.  Of  course,  there  is  obiection  to  that  on  the  ground 
it  creates  more  tax-empt  securities,  of  which  we  now  have  over 
$14,000,000,000. 

Mr.  Taylor.  There  is  objection  to  that,  I  think,  we  all  agree. 

Senator  Kenyon.  Where  do  you  think  we  will  make  up  the  taxes 
we  will  lose  on  the  excess-profits  tax  ? 

Mr.  Taylor.  Well,  I  have  always  had  the  private  opinion  that 
taxation  ought  to  be  distributed  more  than  it  has  been.  It  seems  to 
me  there  are  forms  of  some  taxes,  and  so  on,  where  large  revenue 
could  be  derived,  and  it  would  not  fall  with  a  heavy  burden  on  any- 
one. 

Senator  KIenyon.  A  sales  tax? 

Mr.  Taylor.  A  sales  tax,  as  Mr.  Forgan  mentioned  a  little  while 
ago.   , 

Senator  Kenyon.  That  will  increase  to  the  people  of  the  country 
the  cost  of  practically  everything  they  buy,  won't  it?  tax  it  onto 
them? 

Mr.  Taylor.  It  would  increase  it  so  little,  and  I  think  it  would 
distribute  the  burden  so  little  it  would  be  better  than  the  excess- 
profits  tax,  which  certainly  passes  the  burden  now  to  the  consumer. 

Senator  Kenyon.  You  believe  it  does? 

Mr.  Taylor.  I  believe  it  does. 

Senator  Kenyon.  Do  you  think  the  income  taxes  on  these  great 
incomes  in  this  country  should  be  reduced  ? 
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Mr.  Taylor.  I  think  somewhat,  yes;  perhaps  modified  in  some  way. 

Senator  Kenyon.  You  think  the  big  incomes  of  the  country  aire 
not  willing  to  pay  a  heavy  tax,  and  that  we  must  reduce  the  taxes  in 
order  to  make  them  in  proper  frame  of  mind  to  invest? 

Mr.  JAYLOR.  I  think  perhaps  that  is  true.  I  think  they  are  willing 
to  carry  the  burden,  but  it  gets  to  a  point  where  it  might,  under  the 
present  system,  it  might  work  so  that  it  might  wipe  out  their  income 
if  it  keeps  multiplying.  Of  course  when  it  gets  to  that  point  it  dis- 
courages amijition  to  a  certain  extent. 

Senator  Kenyon.  Well,  the  ordinary  everyday  person  in  this 
country  can't  stand  much  more  taxation,  can  he?  "iou  don't  think 
you  ought  to  take  the  burdens  off  the  people  who  can  stand  them  ? 

Mr.  Taylor.  Well,  they  could  if  they  could  get  food  and  clothing 
and  the  necessaries  of  life  at  what  we  used  to  call  a  reasonable  price. 
I  am  referring  now  to  prewar  times.  I  believe  they  are  paving  the 
taxes  in  that  form  today.    I  believe  the  people  are  paying  the  taxes. 

The  Chairman.  Do  you  think  these  excess-profit  taxes  are  being 
passed  on  to  the  consumer? 

Mr.  Taylor.  I  believe  so. 

Senator  Kenyon.  The  consumer  is  paying  the  tax  in  an  indirect 
manner  ? 

Mr.  Taylor.  Ultimately,  in  the  last  analysis. 

Senator  Kenyon.  Well,  he  is  the  fellow  that  generally  gets  it  any- 
how, isn't  he  ? 

Mr.  Tayix)r.  That  seems  to  be  the  general  opinion. 

The  Chairman.  Thank  you  very  much. 

Mr.  Tayix>r.  There  are  two  gentlemen  from  my  organization  that 
were  designated  to  speak.  If  they  would  be  allowed  to  say  about 
two  words  I  don't  think  we  will  take  up  much  time. 

The  Chairman.  All  right. 

The  Chairman.  Mr.  Kohn,  will  you  tell  us  what  your  business  is  ? 

STATEMENT  OF  ME.  FRANK  J.  KOHN,  VICE  PEESIDENT,  PEOPLE'S 

STOCK  YABDS  STATE  BANK. 

Mr.  Kohn.  I  am  vice  president  of  the  People's  Stock  Yards  State 
Bank. 

The  Chairman.  Can  you  add  anything  to  what  has  been  said? 

Mr.  Kohn.  Why,  in  a  corroborative  way  mostly.  Our  condition 
is  entirely  local  there.  We  make  real-estate  mortgages  for  our  own 
account  and  sell  them  to  our  customers.  In  normal  times  we  have 
loaned  from  three  hundred  to  three  hundred  and  fifty  thousand  dol- 
lars per  month,  and  we  have  found  it  hard  to  keep  a  supply  of  mort- 
gages on  hand  to  meet  the  demand ;  but  in  the  last  two  years,  why, 
the  reverse  is  true.  Our  buvers  have  refrained  from  buying  mort- 
gages ;  they  in  test  in  other  things. 

We  continued  making  mortgages  all  during  1918  and  1919,  and 
finally  they  accumulated  to  such  an  extent  where  we  had  about  15 
per  cent  of  our  resources  in  real-estate  mortgages,  and  we  quit  mak- 
ing new  mortgages,  but  we  are  refinancing  all  mortgages  where  the 
property  warrants  the  loan. 

The  Chairman.  The  customers  that  you  formerly  had  that  pur 
chased  mortgages  from  you  are  now  coming  in  and  asking  you  to 
take  them  off  their  hands. 
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Mr.  KoHX.  Yes;  they  have  done  so.  They  have  bought  other 
securities. 

The  Chairman.  And  the  reason  is  that  the  mortgage  is  not  an 
attractive  investment — not  as  attractive  investment  as  it  used  to  be? 

Mr.  KoHN.  No.  The  returns  are  lower.  In  several  cases  they 
have  bought  industrials  and  municipals  that  yielded  higher  rates, 
and  others  have  bought  Liberty  bonds.  We  had  quite  a  few  cus- 
tomers that  invested  from  twenty  to  a  hundred  thousand  dollars  in 
mortgages.  That  class  of  customer  is  gone.  He  is  investing  in  other 
lines. 

The  Chairman.  The  statement  you  made  of  $300,000  to  $350,000 
a  month  would  seem  to  indicate  that  your  bank  was  selling  about 
$4,000,000  worth  of  real  estate  mortgages  a  year  ? 

Mr.  KoHN.  Yes. 

The  Chairman.  What  is  the  total  deposit  in  vour  bank? 

Mr.  KoHN.  Now  they  are  $15,000,000. 

The  Chairman.  That  is  a  savings  bank? 

Mr.  KoHN.  Yes;  a  savings  bank. 

The  Chairman.  What  interest  do  you  pay  your  depositors? 

Mr.'KoHN.  Three  per  cent. 

The  Chairman.  Is  that  on  checking  accounts? 

Mr.  KoHN.  No.    That  is  savings  accounts. 

The  Chairman.  Do  you  use  that  for  commercial  purposes? 

Mr.  KoHN.  For  commercial  purposes ;  yes,  sir. 

The  Chairman.  How  much  m  mortgages  are  you  carrying  in  your 
bank  now? 

Mr.  KoHN.  A  million  and  a  half. 

The  Chairman.  That  is  about  10  per  cent  of  your  total  deposits? 

Mr.  KoHN.  About  15  per  cent  of  the  savings  and  about  10  per  cent 
of  the  total  deposits. 

The  Chairman.  Your  bank  is  not  run  solely  for  savings  purposes? 

Mr.  KoHN.  No,  no. 

The  Chairman.  You  have  a  commercial  department? 

Mr.  KoHN.  Yes. 

The  Chairman.  How  much  do  your  savings  accounts  amount  to? 

Mr.  KoHN.  About  $10,000,000. 

The  Chairman.  Five  million  for  your  commercial? 

Mr.  KoHN.  Yes. 

The  Chairman.  Have  you  any  suggestion  to  make  to  the  committee 
to  stimulate  building? 

Mr.  KoHN.  Why,  as  far  as  finances  goes,  I  believe  if  we  had  an 
exemf)tion  of  the  taxes  of  the  income  on  mortgages  it  would  help 
materially.  If  we  could  say  to  our  customers,  "  ±ftre  is  a  mortgage 
that  brings  you  6  per  cent,  of  which  the  income  is  tax  free,"  say  to 
an  amount  as  you  suggested,  forty  or  fifty  thousand  dollars,  I  think 
it  would  help  very  materially.  We  could  stimulate  a  lot  of  mortgage 
sales. 

The  Chairman.  That  would  direct  a  great  deal  of  money,  you 
think? 

Mr.  KoHN.  That  would  direct  a  great  deal  of  money  in  the  pur- 
chasing of  mortgages. 

The  Chairman.  And  would  not  be  of  any  particular  advantage  to 
the  man  who  is  seeking  to  escape  paying  taxes? 

Mr.  KoHN.  No. 
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The  Chairman.  Because  if  one  had  $40,000  worth  of  mortgages  at 
6  per  cent  that  would  be  only  $2,400  a  year,  and  the  income  tax  on 
that  would  be  so  small  it  would  not  be  worth  speaking  of. 

Mr.  KoHN.  No ;  but  it  would  direct  a  great  deal  of  financing  into 
the  mortgage  business. 

The  Chairman.  It  would  tend  to  encourage  men  to  come  in  and 
invest? 

Mr.  KoHN.  I  am  quite  sure  there  has  been  at  least  $250,000  with- 
drawn for  the  very  reason  of  the  other  investments  being  more  at- 
tractive on  account  of  the  exemption  in  other  lines  in  the  last  two 
years.  Our  business  is  entirely  local.  We  do  not  sell  to  people  that 
bid  for  large  quantities  of  real  estate  loans.  We  sell  entirely  to  our 
customers. 

The  Chairman.  Tell  me  about  the  average  mortgage? 

Mr.  KoHN.  We  sell  mostly  the  mortgages  that  go  rrom  a  thousand 
to  $5,000. 

The  Chairman.  Very  few  over  $5,000? 

Mr.  KoHN.  Well,  the  larger  buyers  buy  them  up  to  $10,000.  Any- 
thing larger  than  that  we  split  up  into  individual  notes  and  sell  the 
notes  in  smaller  denominations,  but  the  local  condition,  the » out- 
standing fact  is  that  up  to  two  years  ago  we  were  not  able  to  keep 
up  with  our  demand.  We  could  not  get  local  loans  enough  to  fill  all 
our  depositors,  and  since  then  the  condition  has  reversed — we  can't 
get  buyers  enough  to  sell  what  we  have  got  on  hand — and  we  fi^re 
tnat  about  15  per  cent  to  carry  mortgages  is  ample  in  long-time 
investments. 

The  Chairman.  Thank  you,  very  much.  Mr.  Riley,  you  are  the 
president  of  the  Chicago  Title  &  Trust  Co.  ? 

STATEMENT  OF  MB.  HARRISON  B.  RILET,  PRESIDENT,  CHICAGO 

TITLE  &  TRUST  CO. 

Mr.  Riley.  I  am^ 

The  Chairman.  What  is  the  nature  of  that  concern's  business? 

Mr.  Riley.  Its  principal  business  is  as  a  title  company,  making 
abstracts  of  title  and  title-guaranty  policies,  but  it  also  operates  as 
an  administrative  trust  company,  and  I  use  the  Word  "  administra- 
tive" as  being  distinguished  from  a  banking  trust  company.  We 
are  not  organized  under  the  banking  laws.  We  take  no  deposits; 
we  confine  our  activities  to  handling  trust  funds  which  are  intrusted 
to  us.         * 

The  Chairman.  Your  concern,  besides  examining  and  guarantee- 
ing titles,  makes  loans  on  bonds  and  mortgages? 

Mr.  RiLKY.  We  buy  loans  only ;  we  do  not  make  loans.  Our  posi- 
tion is  that  as  a  representative  of  a  large  estate,  we  will  say,  we  go 
into  the  market  and  buy  loans  made  by  others.  We  do  not  share  m 
commissions,  but  buy  at  par  or  at  any  price  that  is  agreed  upon,  and 
charge  it  up  to  the  estate  at  the  price  paid ;  and  our  fees  are  exacted 
from  the  estate,  but  not  in  anv  form  or  commission  or  discount. 

The  Chairman.  You  do  not  charge  the  person  from  whom  you 
buv  the  mortgage  a  fee? 

Mr.  Riley-  No  :  wo  do  not. 

The  Chairman.  Do  you  pay  a  fee? 

Mr.  Riley.  No. 
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The  Chairman.  Do  you  guarantee  the  mortgages? 
Mr.  Riley.  We  do  not  guarantee  the  coUectioility  of  the  mort- 
gages. We  guarantee  title  simply.  There  is  no  law  in  this  State 
authorizing  tne  guaranteeing  or  collectibility  of  mortgages.  It  is  a 
clean-cut  law.  It  has  sometimes  been  said  that  possibly  the  surety 
companies  should  do  it,  but  they  have  never  attempted  to. 

The  Chairman.  Can  you  suggest  to  the  committee  anything  that 
would  help  and  encourage  the  building  of  houses  in  Chicago  ? 

Mr.  Riley.  Yes ;  I  think  I  can.  I  don't  know  how  practical  it  will 
be.  We  had  no  trouble  with  housing  conditions  in  Cnicago  prior  to 
April  5  of  1917.  As  a  matter  of  fact,  the  city  was  overbuilt.  The 
business  had  gotten  to  such  a  point  that  it  was  unprofitable  to 
builders  who  were  engaged  in  putting  up  buildings  and  then  trading 
equities  for  clear  farms  or  cleJa^r  vacant,  or  what  you  have.  Bunga- 
lows were  being  built  far  in  excess  of  any  real  demand,  and  sold  on 
very  small  payments.  They  tried  tp  get  10  per  cent  down  and  1 
per  cent  a  month  of  the  cost  of  the  bungalow,  and  it  got  to  a  point 
where  they  would  almost  take  a  dollar  and  a  nickel  a  month.  In 
other  words,  the  building  game  in  Chicago  up  to  that  time  had  de- 
veloped to  such  a  point  that  it  was  only  the  most  skillful  builders 
who  could  live. 

It  also  developed  the  large  flat  building,  also  the  apartment  build- 
ing for  several  reasons,  more  economical  in  operation  and  relieving 
the  house  owner  or  the  gentleman  who  had  lived  in  the  ordinary 
small  flat  from  the  worry  and  detail  of  keeping  it  up,  firing  his 
furnace,  and  things  of  that  kind.  So  that  we  became  a  commimity 
very  largely  adapted  to  the  steam-heated  apartment.  Those  have 
grown  very  much  larger  in  size,  until  the  flotation  of  a  bond  issue  on 
an  apartment  building  is  comparable  with  the  flotation  of  an  in- 
dustrial bond  issue,  and  it  requires  much  the  same  machinery.  They 
have  to  have  an  organized  sales  force  of  the  intensive  character  to 
distribute  the  large  amounts  and  do  it  quickly. 

That  has  added  very  much  to  the  expense  of  those  loans ;  but  when 
they  ran  up  against  the  war  situation  they  commenced  to  dwindle, 
until  at  the  present  time  and  for  the  last  18  months  they  have  been 
unable  to  finance  the  buildings — ^these  large  buildings — and  by  the 
same  token  they  can  not  finance  the  small  building  either.    The 
reason  for  that  is  that  the  usury  laws  in  this  State  prevent  their 
going:  into  the  open  market  and  bidding  against  corporations  for 
credit.     It  happens  to  be  one  of  those  cases  where  the  usury  laws 
perhaps  are  not  as  beneficent  as  they  are  at  other  times. 
The  Chairman.  Would  you  recall  the  usury  laws  ? 
Mr.  Riley.  You  can't,    'they  are  a  State  law. 
The  Chairman.  I  know,  but  would  you  in  this  State  ? 
Mr.  Riley.  Oh,  I  doubt  it ;  ,1  doubt  it.    They  have  been  repealed 
so  far  as  corporations  are  concerned,  and  a  few  people  are  feeling 
around  now  tor  the  purpose  of  organizing  building  corporations  so 
that  they  can  go  out  and  bid  for  money.    I  believe  the  theory  is  that 
a  usury  law  is  economically  unsound,  but  that  for  practical  working, 
particularly  in  dealing  with  small  people,  I  think  it  is  a  good  thing, 
a  very  gooa  thing  also,  as  the  difficulties  which  go  with  it,  and  one  of 
the  difficulties  in  this  market  and  at  this  time  is  that  the  individual 
can  not  compete  with  the  corporation  in  getting  what  money  and 
credit  there  is  in  existence,  because  he  can  not  pay  the  rent. 
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The  Chairman.  I  am  not  clear  on  what  you  mean  by  the  corpora- 
tion. Suppose  Senator  Kenyon  wishes  to  borrow  money  on  bonds 
and  mortgages  as  an  individual.  The  law  forbids  anybody  to  charge 
him  more  than  how  much  ? 

Mr.  Riley.  Seven  per  cent. 

The  Chairman.  And  suppose  I  organize  the  William  N.  Calder 
Real  Estate  Corporation. 

Mr,  Riley.  You  can  pay  any  amount  you  want. 

The  Chairman.  What  is  the  diiference?  Why  should  a  corpora- 
tion be  permitted  to  charge  higher  than  an  individual? 

Mr.  Riley.  Not  charging.    Paying,  paying. 

The  Chairman.  Oh,  paying? 

Mr.  Riley.  Paying.  What  my  point  is.  Senator,  is  that  where 
there  is  a  limited  amount  of  commodity  called  credit,  the  credit  will 
^o  to  those  who  are  in  position  to  pay  the  higher  price.  Xow,  if  there 
IS  a  legal  obstacle  imposed  against  the  individual  paying  the  high 
price,  that  does  not  exist  as  against  the  corporation  paying  the  high 
price,  the  corporation  is  going  to  get  the  credit. 

The  Chairman.  Still,  if  you  repeal  the  usury  laws  and  make  it 
possible  for  every  one  to  be  charged  the  rate  the  traffic  would  stand, 
you  would  have  all  the  old  mortgages  killed,  in  all  probability  ? 

Mr.  Riley.  Oh,  yes;  I  say  I  don't  think  it  would  be  an  advisable 
thing  to  do,  but  it  is  a  condition  which  we  have  here. 

The  Chairman.  Some  of  the  best  economists  in  the  country  have 
urged  that  we  repeal  our  usury  laws. 

Mr.  Riley.  Yes. 

The  Chairman.  I  talked  to  our  New  York  State  Legislature  about 
that  recently,  and  they  held  up  their  hands.  They  said  if  they  at- 
tempted to  do  that  the  interest  rate  would  be  raised  on  everybodj'. 

Mr.  Riley.  The  usury  laws  are  a  protection  to  the  little  fellow. 

Senator  Kenyon.  You  can  not  repeal  them;  there  isn't  much  use 
talking  about  it. 

Mr.  Riley.  No;  there  isn't.  They  can  not  be  repealed;  it  is  out 
of  the  question. 

Now,  as  other  gentlemen  have  said,  the  difficulty  about  the  mort- 
gage situation  here  in  recent  times  is  this :  The  banks  and  the  mort- 
gage bankers  are  mere  conduits.  If  they  were  to  buy  and  put  them 
away  in  their  own  vaults  and  let  it  lie  there,  which  is  the  way  we 
do,  it  would  take  them  out  of  the  market.  I  have  probably  25,000,(X)0 
of  mortgages  in  my  vault,  and  I  have  applications  every  day,  and  I 
have  no  money.  It  is  all  used  up.  Once  m  a  while  something  comes 
in,  and  I  send  word  around  to  some  of  these  brokers,  and  they  come 
in  and  bring  their  mortgages,  and  we  use  them  where  we  can. 

The  Chairman.  Do  you  make  farm  loans? 

Mr.  Riley.  No,  sir. 

The  Chairman.  Farm  mortgages? 

Mr.  Riley.  No,  sir;  we  limit  ourselves  entirely  to  citjr  real  estate, 
because  that  is  the  thing  we  know  the  best,  and  it  is  right  at  home 
where  we  can  watch  it. 

The  Chairman.  Chicago  city  real  estate? 

Mr.  Riley.  Chicago  city  real  estate  entirely. 

Senator  Kenyon.  You  get  7  per  cent  on  those  mortgages? 

Mr.  Riley.  On  these  mortgages  here  ?  We  get  from  6  on,  6J,  and  7. 
On  new  business  now  it  is  7  per  cent.    On  renewals  it  depends.    On 
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the  little  fellows  we  renew  at  6.  On  the  flat  building  fellows  who 
liHA  e  raised  their  rates  out  of  si|^ht,  we  try  to  get  6^  and  7  and  get 
part  of  their  profit — if  you  donx  call  it  a  more  disagreeable  name; 
but  y(iU  must  understand  that  in  those  dealings  we  are  a  mere  con- 
tluit.  We  have,  for  instance,  we  will  sav,  many  estates  where  the 
beneficiaries  are  in  the  form  of  units.  iThey  are  affected  by  these 
conditions  of  high  ( ost  of  living  and  taxes  and  matters  of  that  kind, 
and  thev  stand  on  one  side  oi  the  counter  and  claim  that  we  are 
not  fairly  representing  them  unless  we  get  the  going  rate,  while  the 
g:entleman  who  is  borrowing  on  the  other  side  of  the  counter,  you 
say  7  per  cent  to  him,  and  he  says  "  robber  and  profiteer." 

The  Chairjian.  Let  me  ask  you  this :  In  buying  mortgages  as  you 
do,  are  these  all  first  mortgages  ? 
Mr.  Riley.  Yes,  sir. 

The  Chairman.  Now,  in  buying  first  mortgages,  as  you  say,  do 
you  retiiiire  the  people  that  sell  you  these  mortgages  to  pay  you  a 
bonus  i 

Mr.  Riley.  No,  sir;  we  do  not.    We  buy  at  par  or  don't  buy  at  all. 
The  Chairman.  Have  vou  heard  of  institutions  of  the  character  of 
yours  and  other  savings  banks  compelling  people  to  pay  5  or  10  per 
cent  bonus  'i 

Mr.  Riley.  I  have  not.  We  are  the  only  institution  of  our  charac- 
ter in  the  city,  because  all  the  other  trust  companies  are  banks,  which 
have  a  bond  and  mortgage  department.  I  presume  they  meet  the  same 
situation  the  mortgage  broker  does.  I  have  been  told  very  recently 
by  one  of  the  largest  operators  in  apartment  building  loans  that  he 
used  to  be  able  to  figure  on  floating  his  loans  on  4  per  cent,  but  it  was 
costing  him  6  per  cent  now,  the  cost  of  floating  the  loans.  That  means 
that  taking  his  advertising  and  his  overhead  and  adding  to  that  the 
commission  of  the  salesman,  and  all  the  other  expenses,  that  it  costs 
him  now  6  per  cent  to  float  a  loan,  if  it  is  a  successful  loan. 

The  Chairman.  So  that  a  man  that  wishes  to  borrow  $10,000  on 
bonds  and  mortgages  to-day  on  an  apartment  house  would  have  to 
pav$600? 

Mr.  Riley.  That  merely  is  cost.  This  particular  man  was  trying 
to  do  business  before  he  quit  at  92^ — that  is,  paying  a  mortgage-bond 
issue  at  92| — and  he  was  figuring  that  out  oi  that  he  was  making  2J 
per  cent  commission,  which  has  been  normal  in  real  estate  circles 
ever  since  I  have  been  in  Chicago,  since  1867. 

The  Chairman.  So  that  the  borrower  would  have  to  pay  7^  per 
cent  interest? 

Mr.  Rii^Y.  Seven  and  a  half  per  cent.  Now,  at  the  present  time, 
a  man  was  in  my  office  yesterday  and  was  raising  a  very  large  wail. 
He  had  an  apartment  building  which  he  had  bought.  He  had  in- 
creased the  rents  100  or  more  per  cent,Nand  he  wanted  to  place  a 
$500,000  loan  on  it  to  take  up  his  temporary  financing,  which  had 
been  carried  for  him  in  the  banks ;  and  the  best  offer  he  was  able  to 
get  was  7  per  cent  and  a  10  per  cent  commission.  In  addition  to  that, 
they  were  going  to  require  him  to  pay  in  monthly  a  sum  equal  to  the 
amount  of  the  interest,  plus  the  annual  maturing  payments,  one- 
twelfth  the  annual  maturing  payments. 
The  Chairman.  How  long  was  that  mortgage  to  run? 
Mr.  Riley.  Seven  years. 
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The  Chairman.  So  that  to  start  off  with  he  would  have  to  pay 
$50,000? 

Mr.  Riley.  Fifty  thousand  dollars,  and  of  that  the  mortgage 
banker  in  that  case  would  tell  you  that  it  would  cost  $20,000  to  dis- 
tribute the  stuff,  because  it  has  to  be  done  by  intensive  salesmanship. 
They  pay  their  salesmen  a  small  salary  ana  a  commission,  and  they 
go  out  and  sell  bonds  just  the  way  the  people  used  to  sell  lightning^ 
rods. 

The  Chairman.  But  that  $50,000  would  go  back  upon  the  cost  of 
the  property  ? 

Mr.  KiLEY.  Oh,  yes. 

The  Chairman.  That  would  be  rather  a  handsome  profit  to  the 
builder,  it  seems  to  me? 

Mr.  RiiiEY.  It  would  be  a  handsome  profit  if  it  was  a  profit,  but  it 
is  expense.    The  method  of  distribution  was  extremely  expensive. 

The  Chairman.  Have  you  ever  heard  of  mortgage  companies  or 
individuals  loaning  money  on  real  estate  in  these  recent  days  requir-^ 
ing  the  borrower  to  accept  in  lieu  of  cash  Liberty  bonds  ? 

Mr.  Riley.  Oh,  no.    No ;  the  operating  on 

The  Chairman.  At  their  par  value? 

Mr.  Riley.  No.  The  borrowing  on  buildings,  either  new  construc- 
tion or  renewals,  are  cash  transactions ;  where  the  loan  has  run  five 
years  and  becomes  due,  and  he  has  to  go  out  in  the  market  and  get  hi& 
renewal  or  face  a  foreclosure,  he  has  got  to  get  cash^ 

The  Chairman.  I  heard  of  a  case  recently  in  New  York  where  a. 
man  borrowed  a  million  dollars  on  a  bond  and  mortgage  on  a  build- 
ing in  New  York.  They  gave  him  $500,000  in  cash  and  $500,000  in 
Liberty  bonds  at  par. 

Mr.  Riley.  The  only  case  I  have  heard  of  where  Liberty  bonds 
were  used  extensively  in  the  sale  of  real  estate  was  in  the  sale  of  lots. 
We  have  had  a  large  boom  in  the  last  four  or  five  years  in  the  sale  of 
lots.  In  some  subdivisions  they  have  accepted  Liberty  bonds  at  par. 
Of  course,  that  is  a  mere  matter  of  mathematics.  They  figure  what 
they  can  get  on  the  Liberty  bonds  and  add  that  to  the  price  of  the  lot. 

The  Chairman.  You  recited  the  case  of  this  $10,000  loan  in  which 
a  commission  of  $600  was  charged. 

Mr.  Riley.  Six  per  cent. 

The  Chairman.  Would  that  same  condition  carry  down  to  the 
small  loans,  $5,000  and  $10,000? 

Mr.  Riley.  Outside  of  renewals  there  are  no  smaller  loans  now 
The  ordinary  small  house,  the  bungalow  type,  which  is  very  popular 
in  Chicago  at  the  present  time,  figures  up  a  sale  price  running  any- 
where from  $8,000  to  $10,000.  They  used  to  run  $3,500  to  $4,500, 
and  that  sales  price  is  based  on  the  pajnnent  of  10  per  cent  down  and 
1  per  cent  a  month. 

The  Chairman.  How  is  that  financed? 

Mr.  Riley.  The  ordinary  construction.  The  man  who  is  a  builder 
will  take  over  vacant  lots  and  put  up  maybe  60  or  75  of  them,  just 
packed  right  together  like  a  row  of  bricks,  and  he  will  ^o  to  one 
place  and  get  a  nrst  mortgage  based  on  what  would  be  considered  to 
be  a  fair  valuation  in  ordinary  times.  Then  he  will  go  somewhere- 
else  and  he  will  get  a  second  mortgage,  and  when  he  gets  the  second 
mortgage,  believe  me,  he  pays  for  it.  I  don't  know  the  rates.  I  would' 
be  ashamed  to  know  the  rates. 
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The  Chairman.  Would  you  say  he  would  pay  10  per  cent  to  obtain 
the  first  mortgage? 

Mr.  Riley.  On,  no ;  I  would  not  say  that. 

The  Chairman.  Five  per  cent? 

Mr.  Riley.  He  might  have  to  pay  5  per  cent.  Still,  there  is  this 
difference  between  the  bond  issue  and  the  small  mortgage.  The 
small  mortgage  sells  itself,  if  it  sells  at  all,  to  small  people  over  the 
counter  that  are  not  dealing  in  very  large  amounts,  and  the  ordi- 
nary commission  on  the  small  first  mortgage  on  a  bimgalow  is  ^ 
per  cent.  I  think  the  banks  and  the  mortgage  brokers  adhere  to 
that  on  first  mortgages;  but  no  rules  apply  on  second  mortgages, 
because  there  is  a  hazard,  and  on  these  building  prices  it  is  a  very 
severe  hazard,  to  be  figured  in  in  their  general  run  of  business.  That 
is,  the  profit  on  their  general  run  .of  business  must  be  such  that  they 
can  stand  losses  incident  to  it. 

Now,  on  suggestions  in  respect  to  this  matter,  it  is  really  idle  to 
make  suggestions,  because  it  means  getting  back  to  prewar  condi- 
tions. There  was  and  there  is  now  a  hot  competition  for  the  loans 
by  the  brokers.  The  borrower  was  in  the  saddle.  There  was  hot 
competition  all  along  the  line,  except  in  labor,  and  of  course  every- 
one recognizes  these  days  that  labor  is  organized,  and  organized  m 
a  way  that  would  not  be  permitted  of  the  contractors  and  builders 
themselves;  organized  for  the  purpose  of  stabilizing  and  maintain- 
ing the  price  of  their  product.  But  everything  was  moving  along 
as  well  as  we  could  get  things  in  this  kmd  of  a  world.  We  had 
our  Quarrels  and  our  clashes,  and  we  had  men  that  took  advantage 
of  otner  people,  but,  generally  speaking,  it  was  a  fair  business  on  a 
fair  basis  before  the  war. 

Now,  the  principal  conditions  that  came  in  with  the  war  are  the 
increase  in  labor  cost,  which  go  from  the  forest  and  the  mine  to  the 
man  that  puts  the  last  paint  brush  on  a  building.  It  covers  trans- 
portation. Take  sand  and  gravel.  I  have  had  some  experience  very 
recently  in  sand  and  gravel,  and  I  have  wept  as  much  as  I  could  and 
cussed  more  than  I  should  about  it,  and  they  show  me  that  the 
railroads  are  taking  it  all,  and  they  make  up  a  pretty  good  case 
on  it. 

You  take  the  cement,  which  is  a  by-product  of  our  steel  mills. 
They  show  what  it  costs  to  mine  the  ore,  and  transport  the  ore,  and 
pay  the  wages  they  had  to  pay  to  make  it  up ;  and  the  Portland 
cement  prices  that  we  used  to  pay,  90  cents  a  barrel,  are  somewhere 
now  around  $3.60,  and  there  is  very  much  demand  for  it.  You 
have  to  know  the  man  to  get  your  deliveries  on  that. 

The  Chairman.  I  don't  think  that  is  quite  so  to-day.  I  think 
a  few  months  ago  you  had  to  know  the  man  to  get  it. 

Mr.  Riley.  1  can  demonstrate  that.  Among  my  other  duties,  I 
am  chairman  of  a  committee  which  is  building  a  new  golf  club, 
which  was  unhappily  destroyed  by  fire  last  May.  We  are  going  ahead 
and  we  are  building  a  new  clubhouse.  We  have  club  members  who 
are  associated  with  all  of  the  building  trades  and  transportation. 
If  I  want  to  get  a  car  of  cement  in  I  go  to  some  of  our  members  and 
say,  "  Now,  1  want  that  car  of  cement  to  come  in,  and  if  we  don't 
get  it  I  will  have  you  churched,  bring  you  up  before  the  board  of 
directors  as  an  undesirable,"  and,  of  course,  I  get  it  in  that  way. 
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Senator  Kenyon.  What  do  the  people  do  in  the  country  who  do 
not  belong  to  ffolf  clubs  ? 

Mr.  Riley.  Well,  they  are  on  the  waiting  list,  most  of  them. 

The  graduated  income  tax  is  really  the  thing  that  shut  off  the 
mortgage  market.  The  mortgage  securities  are  a  favorite  investment 
of  individuals.  You  may  say  that  they  rarely  rest  finally  among^ 
corporations  except  a  comparatively  few  insurance  companies  and 
some  trust  companies  that  do  not  happen  to  have  a  bond  department. 

As  a  result  the  whole  transaction  is  by  individuals,  and  the  sale  to 
individuals. 

Now,  I  know  that  it  was  the  policy  during  the  war,  and  may  be 
yet,  to  ascribe  the  graduated  income  tax  as  a  desire  to  get  at  the  big 
fellow,  the  very  big  fellow..  You  mention  names  of  those  that  top  the 
list.  But,  as  a  matter  of  fact,  it  does  not  stop  there.  It  is  graduat>ed 
all  the  way  down,  and  there  are  a  whole  lot  of  people  in  these  days 
that  are  paying  25  per  cent  income  tax.  They  are  not  a  menace  to 
the  country  at  all  by  reason  of  their  wealth. 

Now,  those  people  are  the  people  that  have  been  buying  mort- 
gages. They  have  been  habitually,  from  father  to  son,  and  they 
have  their  regular  line  of  brokers  that  have  taken  care  of  them  well, 
and  it  keeps  them  out  of  the  stock  markets  and  out  of  fluctuations 
of  other  classes  of  securities,  and  they  like  it  and  they  love  it. 

Now,  you  take  25  per  cent  off  of  a  6  per  cent  mortgage  and  it 
makes  the  individual  investor  commence  to  sit  up  and  think;  and 
the  first  thing  he  finds  out  is  he  can  do  better  in  Liberty  bondsr  at  the 
present  prices,  or  if  he  is  driven  out  of  that  he  could  get  many  10- 
year  investments  which  are  offered  now  that  pay  him  7,  7^,  and  8 
per  cent.  It  is  only  a  little  question  of  mathematics  for  him  to  find 
out  which  one  of  the  character  of  investments  will  pay  the  most. 

That  is  not  greed  on  his  part,  because  he  had  to  think  of  the  high 
cost  of  living.  He  is  paying  65  cents  for  a  steak  he  used  to  get  for 
25  cents,  and  everything  else  in  proportion.  If  he  happens  to  be 
renting  he  has  to  pay  rent,  and  very  considerable  rent,  so  that  he  is 
justified  in  trying  to  adjust  his  income  to  the  general  level  of  those 
things  which  he  has  to  buy,  and  it  is  not  profiteering,  and  it  is  not 
a  mistake,  and  it  is  just  an  item  of  this  situation. 

Now,  when  you  start  in  on  25  to  60  per  cent  of  a  man's  income 
there  are  a  great  many  people  that  would  think  that  that  ceased  to  be 
taxation  and  becomes  only  an  endeavor  to  produce  a  general  leveling 
among  all  the  people  of  the  country. 

It  is  easily  defensible  on  the  theory  that  you  must  tax  where  you 
can  get  something  for  your  taxation:  that  he  can  best  pay  taxes  who 
has  the  larger  income ;  and  whether  that  be  right  as  a  social  question 
or  not,  so  far  as  the  effect  it  has  on  this  question  before  us  of  why 
people  do  not  buy  mortgages,  why.  it  gives  the  answer — they  can  not 
do  it ;  they  would  be  foolish  to  do  it ;  they  have  to  look  out  for  them- 
selves, their  lives,  their  charities,  their  duties,  and  they  have  their 
hardships,  and  they  must  get  all  income  which  is  commensurate  with 
the  increased  prices  which  they  have  to  pay  for  a  living. 

As  a  matter  of  fact,  mortgages  in  this  community  have  not  gone 
up  anything  like  the  average  cost  of  anything  else — nothing  like  it 
at  all.  There  was  never  a  time  in  Chicago  when  you  could  get  a 
large  loan  for  less  than  5  or  possibly  5i  per  cent.    Now,  at  7  per  cent 
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they  have  not  gone  up  anything  like  shoes,  or  anything  like  the  cost 
of  meats,  or  anything  like  the  cost  of  rents,  or  anything  you  have  a 
mind  to  think  of. 

Now,  your  fundamental  question  is  how  quick  is  it  going  to  be 
possible  for  you  gentlemen  to  get  back  to  normal  times.  You  have 
your  difficulties,  of  course.  You  can't  do  it  all  in  30  minutes.  You 
can  not  do  very  much,  in  my  judgment,  by  exonerating  mortgages 
from  taxation,  because  that  simply  means  it  puts  it  on  to  securities, 
and  stirs  up  a  run  of  trouble  there.  That  is,  the  trouble  is  in  the 
condition  and  not  in  the  adjustment  of  the  burden. 

The  Chairman.  As  Senator  Kenyon  just  said  to  another  witness, 
for  some  vears  to  come  we  will  have  to  raise  a  little  Jess  than 
$3  000,000,000. 

Mr.  Riley.  Yes. 

The  Chairman.  That  money  has  to  be  raised.  We  have  had  a 
great  war.  Congress  did  not  make  the  war.  The  people  went  into 
the  war.    We  have  spent  many  millions  of  dollars. 

Mr.  Riley.  You  have  to  pay  the  penalty  for  your  fight. 

The  Chairman.  Then  the  war  brought  many  obligations  such  as 
disabled  soldiers.  Somebody  told  me  last  night  there  were  600,000 
soldiers  permanently  incapacitated. 

Mr.  Riley.  Oh,  they  are  mistaken.  There  is  nothing  of  the  kind. 
A  ridiculous  figure. 

The  Chairman.  Well,  that  statement  was  made  to  me  by  a  Member 
of  Congress  in  this  city. 

Mr.  KiLEY.  Well,  that  is  all  right  enough,  but  you  can  find  that  out 
definitely  from  the  proper  committee  of  the  American  Legion. 

The  Chairman.  At  any  rate,  it  looks  as  though  the  cost  of  Govern- 
ment is  going  to  stay  between  $3,000,000,000  and  $4,000,000,000. 

Mr.  Riley.  Yes ;  that  is  true  enough. 

The  Chairman.  It  is  a  tremendous  problem  to  raise  it  in  the  way 
that  will  be  least  offensive  to  the  people. 

Mr.  Riley.  Well,  there  is  a  question  of  what  you  mean  by  offen- 
sive. If  you  mean  their  real  interest,  why,  then  you  have  to  raise 
your  money  on  a  scientific  basis.  If  you  are  going  to  view  it  as  the 
man  in  the  street  does,  and  the  opinion  of  the  man  in  the  street  is 
never  an  expert  opinion,  why,  then  you  are  going  to  adhere  to  the 
present  method  of  making  rates  of  taxation  so  much  that  they  would 
m  their  time  have  been  considered  confiscatory  on  the  earning  power 
of  the  larger  earners  of  the  country,  and  I  mean  by  "larger  earners  " 
people  that  are  earning  from  $20,000  a  year  up. 

And  when  you  do  that,  if  that  is  the  horn  of  the  dilemma,  you 
take,  then  you  must  take  the  inconveniences  which  go  with  it,  and 
one  of  them  is  the  failing  mortgage  market,  and  with  the  failing 
mortgage  market  the  failing  building  market,  and  I  don't  think  the 
building  situation  or  housing  situation  is  anything  like  as  serious 
as  some  gentlemen  do,  because  the  increase  in  population  in  the  last 
10  years  has  not  been  anything  like  in  this  community  the  increase 
in  the  building.  But  the  outstanding  facts  are  they  like  the  advan- 
tages of  a  steam-heated  apartment  with  conveniences  as  against  a 
stove-heated  apartment  on  a  business  street  over  a  butcher  shop ;  and 
consequently  our  poorer  class  of  apartments  all  through  the  city  are 
idle  or  are  rented  for  insignificant  amounts,  and  the  high  prices  are 
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I)aid  for  those  apartments  which  furnish  livable  conditions  at  this 
time  in  this  city. 

The  Chairman.  Thank  you  very  much.  The  committee  will  now 
recess  until  2  o'clock  this  afternoon. 

(Whereupon  the  committee  took  a  recess  until  2  o'clock  p.  m.) 

AFIER  RECESS. 

At  2  o'clock  p.  m.  the  committee  reassembled  pursuant  to  the  taking 
of  recess. 

STATEMENT  OF  MR.  MARK  D.  BIDEB,  REFBESENTINa  THE 
BTTILDINa  ASSOCIATION  LEAaiTE  OF  CHICAOO. 

The  Chairman.  Mr.  Rider,  whom  do  you  represent,  please? 
Mr.  BiDER.  I  represent  the  Building  Association  League  of  Illinois. 
The  Chairman.  The  committee  will  be  glad  to  hear  from  you ;  any 
statement  you  care  to  make  on  the  subject  we  are  discussing. 
Mr.  RmER  [reading] : 

STATEMENT  FOB  BUILDING  AND  LOAN  ASSOCIATIONS. 

Speaking  for  building  and  loan  associations,  will  say  that  previous  to  the 
annual  meeting  of  the  United  States  League  of  Local  Building  and  Loan  Asso- 
ciations held  at  Chicago,  July  21  and  22,  1920,  at  the  suggestion  of  Senator 
William  M.  Calder,  chairman  of  the  United  States  Senate  committee,  requests 
were  sent  to  the  several  State  leagues  to  supply  information  as  contained  in 
a  questionnaire  covering  the  several  points  mentioned ;  from  which  replied  a 
general  report  was  to  be  prepared  for  the  United  States  league  by  Secretary 
H.  F.  Cellarius  and  forwarded  to  Mr.  Franklin  T.  Miller,  assistant  to  the  com- 
mittee. Therefore  this  statement  will  cover  results  obtained  in  regard  to  con- 
ditions as  reported  by  building  and  loan  representatives  replying  to  question- 
naire in  Illinois  only : 

Digest  of  replies  received  from  13  building  and  loan  districts  exclusive  of 
Chicago,  as  follows :  Springfield,  Peoria,  Alton,  La  Salle,  Carbondale.  Rock 
Island,  Kankakee,  Central  la,  Danville,  Galesburg,  Matton,  Lincoln,  Freeport, 
Quincy,  Urbana,  and  Sparta. 

All  replies  indicated  that  there  Is  a  housing  shortage  In  all  parts  of  the  State 
and  a  majority  of  reports  that  the  shortage  Is  Increasing  rather  than  decreasing. 
The  effect  on  Industry  and  public  welfare  Is  that  It  tends  to  slow  up  manufac- 
turing production,  because  of  the  lack  of  dwelling  houses  to  house  workmen, 
and  a  tendency  of  crowding  people  Into  Insanitary  dwellings  and  tenements, 
thereby  menacing  public  health. 

The  construction  of  dwelling  houses,  so  far  as  building  and  loan  associations 
Indicate,  has  been  hampered  only  to  a  nominal  extent  from  Inadequate  capital, 
because  applications  for  building  loans  for  new  buildings  in  dwelling  houses  has 
been  far  below  normal.  In  some  sections  Insufficient  transportation  facilities 
In  conveying  building  materials  Is  mentlonetl  as  a  contributing  cause  of  slowing 
up  building:  although  sufficient  labor  seems  available  to  take  care  of  all  work 
under  construction. 

All  replies  Indicate  that  prevailing  building  material  prices  are  considered 
too  high  and  is  given  as  one  of  the  reasons  for  the  lack  of  dwelling  house  con- 
struction by  individuals,  which  makes  up  the  bulk  of  building  and  loan  business; 
and  outside  of  Chicago  generally  takes  care  of  the  normal  housing  Increase. 

The  c(>!)sensus  of  opinion  s(H^ms  to  be  that  both  the  wholesalers  and  retailers 
are  censured  for  the  con(liti<m  of  high  prices,  and  In  a  few  Instances  It  was 
held  that  prices  were  advanced  owing  to  uncertainty  of  delivery. 

As  to  remedial  measures  proposed  and  taken,  reports  show  that  although 
many  proposltioi!s  have  be<*n  brought  forward  and  scmie  effort  made  to  relieve 
the  condition,  the  remodeling  of  old  dwelling  lumsc^s  has  been  most  generally 
adopted  and  most  effective.  Several  commurdtles,  because  of  the  high  cost  of 
new  construction,  re<inlr}ng  u  much  larger  initial  payment,  have  formed  financ- 
ing companies  to  furnish  funds  at  a  reasonable  rate  of  Interest  for  that  por- 
tion of  the  purchase  of  the  price  of  new  dwelling  houses  not  covered  by  first 
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mortgages  to  buIUlins:  and  loan  as8i>olatlons,  and  the  initial  payment  of  the 
purchasers,  which  has  somewhat  stimulated  building  of  homes  by  individuals. 

Building  and  loan  reports  of  Illinois  show  that  the  unusually  large  number 
of  loans  for  the  purchase  of  dwelling  houses  already  built  and  for  remodel- 
ing old  and  unimproved  are  taking  up  most  of  the  available  funds,  and  in  some 
sections  associations  have  been  unable  to  meet  all  demands  for  loans  even  of  this 
character,  which  is  an  indication  that  a  normal  Increase  in  demands  for  loans 
for  new  dwelling-house  construction  at  this  time,  or  In  the  near  future,  would 
create  a  condition  where  building  and  loan  associations  would  be  unable  to 
fiance  them. 

If  the  building  and  loan  associations,  representing  the  wage  earners'  savings 
institutions  for  financing  the  ownership  of  homes,  were  given  the  opportunity  of 
supplementing  their  assets  with  tax-exempt  caipdtal,  as  has  been  granted  agri- 
culture and  business,  a  large  portion  of  the  necessary  money  to  finance  this 
great  movement  of  supplying  dwelling  houses  for  wage  earners  would  most 
equitably  be  supplied  by  these  associations.  Therefore  the  enactment  of  relief 
measures  in  the  house  situation,  as  propose<l  in  the  Federal  building-loan  bank 
bill,  were  indorsed  by  the  United  States  League  of  Local  Building  and  Loan 
Associations  In  the  following  resolutions  passed  by  the  convention  held  at 
Chicago.  July  21  and  22,  1920: 

"  Whereas  there  Is  pending  In  Congress  the  measure  known  as  the  *  Calder- 
Nolan  bill  *  for  the  organization  of  a  system  of  Federal  bulldlng-loan  banks 
designated  to  supplement,  under  prudent  restrictions,  the  funds  available  by 
building  loan  associations  for  dwelling-house  purchase  and  construction ;  and  . 

*•  Whereas  this  bill,  after  consideration  by  the  representatives  of  the  build- 
ing and  loan  associations  In  various  State  league  organizations  of  the  country 
and  by  their  representatives  In  this  organization,  has  been  indorsed  as  a 
measure  that,  if  enactinl  Into  law,  might  greatly  increase  the  ability  of  build- 
ing and  loan  associations  to  fully  meet  the  great  demands  made  upon  them 
for  mortgage  loans  upon  dwelling-house  security :  Therefore  be  It 

'^RcHolred,  That  the  United  States  league  of  Local  Building  and  Loan  Asso- 
•clations,  in  convention  assembled  in  Chicago,  confirm  Its  previous  Indorsement 
of  the  Ffderal  bulldlng-loan  bank  bill,  and  urges  its  early  passage  by  Con- 
gress as  the  most  vital  measure  for  the  alleviation  of  the  present  housing 
.shortage  throughout  the  countr>' :  md  further 

''Reaolred,  That  a  copy  of  this  resolution  be  transmitted  to  Senator  Calder, 
with  a  request  that  It  re<'elve  the  early  and  earnest  consideration  of  his  com- 
mittee." 

These  resolutions  were  concurred  in  and  also  adopted  by  the  Building  Associa- 
tion league  of  Illinois  in  convention  assembled  at  Qulncy,  October  13  and 
14,  1920. 

The  development  of  the  mutual  cooperative  building  and  loan  associations  and 
amount  of  business  done  by  them  fs  not  generally  realized.  The  statistical  re- 
port for  1919  shows  a  total  of  7.778  asso<'iations,  with  a  membership  of  4,289.324 
and  assets  of  $2,126,620,390  for  the  United  States.  The  auditor's  annual  report 
for  Illinois  (1919)  shows  total  assets  of  $128,251,022  In  670  associations.  Public 
rights  and  Interests  are  conserved  and  protected  In  them  by  State  building  and 
loan  laws  and  supervision  by  the  department  of  the  auditor  of  public  accounts. 

No  other  financial  agency  Is  attempting  to  do  what  these  a&soclatlons  are  do- 
ing to  encourage  systematic  thrift  and  home  ownership.  Operations  of  building 
and  loan  associations  are  local  and  their  system  arranged  to  deal  direct  with 
Individual  i)orrowers  for  the  construction  or  purchase  of  dwelling  house  proper- 
ties. Their  average  mortgage  loans  are  from  $1,000  to  $4,000,  and  it  is  obvious 
that  these  mortgages  are  not  speculative  and  are  made  solely  on  homes. 

In  Illinois  they  have  invested  some  $115,000,000  in  loans  of  this  character, 
wiiich  buslneas  was  conducted  last  year  at  an  average  operating  expense  slightly 
over  six-tenths  of  1  per  cent  through  670  associations. 

The  building  and  loan  associations  fill  an  extraordinary  place  in  the  financial 
and  economic  system  of  the  country  in  that  they  are  the  only  agency  that  devotes 
itself  exclusively  to  the  business  of  providing  funds  for  construction  or  purchase 
of  dwelling  houses. 

An  example  of  results  of  "  thrift  and  home  ownership  "  as  fostered  by  these 
associations  can  best  be  viewed  by  their  achievements  In  some  of  the  mid-western 
cities,  as  Omaha  and  Kansas  City,  with  miles  and  miles  of  well-kept  Individually 
owned  homes  which  financing  through  these  associations  has  made  possible,  as 
well  as  the  development  of  the  associations  In  Ohio,  New  Jersey,  and  other  east- 
ern States  with  large  building  and  loan  Investment 

3915— 21— VOL  1 63 


992  RECONSTRUCTION  AND  PRODUCTION. 

The  Chairman.  Just  a  question :  During  the  past  six  months  have 
your  deposits  been  keeping  up  ? 

Mr.  BiDER.  They  have  been  increasing ;  we  are  getting  more  savers, 
more  thrifty  people.  The  1919  auditor's  report  shows  an  increase  for 
the  State  of  8^  per  cent  in  assets,  and  this  present  report  will,  I 
believe,  run  over  10  per  cent  assets  of  the  State. 

The  Chairman.  If  this  building  and  loan  bank  bill  is  passed,  that 
would  give  your  organization  the  opportunity  of  obtaining  at  least 
a  billion  dollars  additional  funds  per  loans  to  help  building? 

Mr.  Rider.  The  larger  associations  could  handle  funds  of  that  char- 
acter very  nicely,  because  they  would  immediately  be  able  to  turn 
them  in  mortgage  property.  The  applications  are  in  excess  of  the 
finances  that  are  in  the  hands  of  the  larger  associations. 

The  Chairman.  The  applications  are  larger  than  ever  before  ? 

Mr.  Eider.  Yes. 

The  Chairman.  Thank  you  very  much. 

Mr.  Fletcher.  Senator  Calder,  we  desire  to  present  Mr.  C.  H. 
Markham,  president  of  the  Illinois  Central  Railway. 
♦ 
STATEMENT  OF  MB.  CHABLES  H.  MABEHAM,  PBESIBENT  CEN- 

TBAL  BAILWAY,  BEPBESEKTING  THE  ASSOCIATION  OF  COM- 

MEBCE. 

Mr.  Markham.  Mr.  Chairman,  I  appear  here  as  the  representative 
of  the  committee  appointed  by  the  association  of  commerce  to  present 
to  your  committee  some  phases  of  the  transportation  situation. 
What  I  have  to  say  has  been  reduced  to  writing.  I  will  be  very  glad 
to  read  it  or  file  it  with  the  committee.  It  will  take  me  about  six  or 
seven  minutes  to  read  it. 

The  Chairman.  We  will  be  very  glad  to  have  you  read  it,  please. 

Mr.  Markham  (reading) : 

In  the  consideration  of  the  housing  phase  of  the  reconstruction  problem,  the 
question  of  the  ability  of  the  railways  to  transport  an  adequate  supply  of  build- 
ing materials  naturally  arises.  It  is  well  known  that  during  most  of  the  time 
for  the  last  four  years  the  freight  offered  to  the  railways  has  been  so  large  in 
volume  that  they  have  had  much  difficulty  in  handling  it  It  is  also  known 
to  many  persons  that  the  transportation  problem  presented  to  the  railways 
during  1920  has  been  the  most  difficult  with  which  they  ever  had  to  deal.  The 
demand  for  railroad  transportation  was,  in  fact,  much  greater  during  part  of 
the  year  1920  than  the  amount  of  it  that  could  be  supplied,  and  this  undoubtedly 
prevented  much  construction  of  buildings  which  otherwise  would  have  been  done. 
A  large  tonnage  of  many  Important  building  materials  must  be  carried  in  the 
same  kind  of  cars  as  those  used  for  the  transportation  of  coal. 

The  country  was  confronted  with  the  danger  of  a  serious  coal  shortage  and, 
in  consequence,  the  Interstate  Commerce  Ommlsslon  very  wisely  issued  orders 
the  effect  of  which  was  to  cause  cars  of  this  class  to  be  used  to  meet  the  coun- 
try* imperative  demands  for  fuel  and  severely  to  limit  the  amount  of  building 
materials  that  could  be  transported. 

There  were  several  conditions  which  contributed  to  the  creation  of  this  serious 
transportation  situation.  One  of  these  was  that  when  the  railways  were  re- 
turned to  private  operation  on  March  1  a  large  number  of  their  freight  cars 
were  not  in  serviceable  condition.  Another  was  that  for  some  years,  owing  to 
the  war  and  other  causes,  the  normal  number  of  new  locomotives  and  freight 
cars  had  not  been  purchased.  The  situation  was  greatly  aggravated  by  a 
strike  in  the  coal  mines  in  November  and  December,  1919,  and  a  series  of 
switchmen's  strikes  which  began  on  the  railways  in  April,  1920.  The  coal 
strike  caused  the  country  to  enter  the  year  1920  with  about  45,000,000  less  tons 
of  coal  on  hand  than  It  otherwise  would  have  had.  The  switchmen's  strikes 
for  some  months  greatly  reduced  the  amount  of  transportation  that  the  railways 
otherwise  could  have  rendered. 
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The  managomonts  of  the  railways  some  months  ago  engage<l  in  a  concerted 
and  most  energetic  effort  to  increase  the  efficiency  of  operation  and  thereby 
Increase  the  amount  of  tratfic  of  all  kinds  that  could  be  liandled.  Their 
efforts  were  directed  chiefly  to  reducing  the  numljer  of  locomotives  and  cars 
in  unserviceable  condition  and  to  increasing  the  number  of  miles  which  each 
freight  car  moved  daily  and  the  number  of  tons  of  freight  carried  in  each 
load^  car.  While  they  have  prosecuted  with  great  vigor  the  repairing  of 
cars,  their  success  in  improving  the  general  condition  of  freight  cars  has  not 
been  very  satisfactory.  So  many  cars  were  found  to  l>e  in  a  condition  which 
not  only  rendered  them  unfit  for  service  but  even  unfit  to  be  repaired,  that 
up  to  the  time  of  the  latest  reports  a  total  of  135,000  cars  had  been  retired 
from  service  since  the  termination  of  Government  control.  This  has  largely 
exceeded  the  number  of  new  cars  built  in  the  present  year,  which  up  to  Octo- 
ber 1  was  less  than  30,000,  with  the  result  that  the  railways  are  handling 
their  business  at  the  present  time  with  fewer  cars  than  they  were  a  year  ago. 
Furthermore,  cars  In  general  have  been  deteriorating  so  fast,  as  a  result  of 
hard  usage  and  failure  adequately  to  maintain  them  under  Government  con- 
trol, that  7.2  per  cent  of  the  total  number  were  reported  in  bad  order  in  July, 
as  compared  with  only  6.6  in  January. 

Much  greater  success  has  been  attained  In  increasing  the  efliclency  of  the 
railways  in  other  respects.  The  average  number  of  miles  each  car  wa§  moved 
dally  was  Increased  from  22.3  miles  In  February  to  27.4  miles  In  August. 
The  significance  of  this  figure  will  be  appreciated  when  It  is  stated  that  an 
Increase  of  1  mll(»  per  day  In  the  average  movement  of  cars  is  equivalent 
to  an  increase  of  100.000  In  the  car  supply.  Therefore  the  Increase  In  average 
miles  per  day  attained  between  PVbruary  and  August  was  equivalent  to  the 
addition  of  510,000  cars  to  the  total  supply.  The  number  of  tons  carried  per 
loaded  car  was  Increased  from  28.3  tons  In  February  to  29.8  In  August.  The 
significance  of  this  figure  will  be  best  appreciated  when  it  Is  stated  that  an 
increase  of  1  ton  in  the  average  load  per  loaded  car  Is  roughly  equivalent  to 
the  addition  of  75,000  cars  to  the  supply. 

The  results  of  the  increase  in  eflflciency  of  operation  secured  are  reflected 
In  statistics  showing  the  Increase  In  the  amount  of  freight  actually  handled. 
In  March  the  number  of  tons  of  freight  moved  1  mile  was  37,990.000,000. 
Partly  owing  to  the  switchmen's  strikes  this  was  reduced  to  28,500.000.000 
ton-miles  In  April.  There  has  been  a  steady  Increase  In  the  amount  of  freight 
handled  In  every  month  since  then.  In  August  the  number  of  tons  of  freight 
moved  1  mile  was  42,000.000,000.  This  figure  represents  the  largest  amount 
of  freight  service  ever  rendered  by  the  railways  of  the  United  States  In  any 
month  in  their  history  up  to  that  time.  Such  statistics  as  are  available  indi- 
cate that  the  Increases  In  efficiency  of  operation  have  been  continueiL  The 
number  of  carloads  of  freight  moved  In  October  was  the  largest  In  any  month 
of  the  present  year,  and,  as  the  aver.qge  loading  per  car  undoubtedly  con- 
tinued to  Increase,  the  total  amoimt  of  freight  service  rendered  In  that  month 
undoubtedly  exceeded  the  amount  ever  rendered  before.  In  fact,  for  four 
consecutive  month-s — July,  August,  September,  and  October — the  railways  have 
handled  more  freight  than  they  ever  handled  in  the  same  months  of  any  pre- 
vious year. 

The  effects  of  this  Increase  In  the  amount  of  freight  handled  have  been  that 
the  congestions  in  the  terminals  of  the  railways  have  been  practically  elimi- 
nated, and  that  progress  has  been  made  almost  to  the  point  where  the  railways 
are  furnishing  the  shippers  all  the  cars  for  which  they  ask.  The  accumulations 
of  loaded  cars  In  terminals  awaiting  movement  when  the  railways  were  returned 
to  private  operation  on  March  1  exceeded  100,000.  They  Increased  during  the 
swltchmen*s  strikes  to  228,000.  They  had  been  reduced,  when  the  last  report 
on  this  subject  was  made  In  October,  to  about  37,000.  In  spite  of  the  large 
amount  of  freight  moved  In  July  and  August,  the  shortage  of  freight  cars 
reported  on  September  1  was  145,000.  On  October  16,  however,  this  had 
been  reduced  to  69,000. 

It  does  not  seem  probable  that  there  will  soon  be  another  general  strike 
in  the  coal  mines.  If  there  should  not  be,  the  railways  will  not  soon  find  It 
necessary  again,  as  they  have  in  the  year  1920,  to  transport  enough  coal  not 
only  to  supply  current  demands,  but  also  to  make  up  such  a  large  deficiency 
in  the  amount  of  coal  on  hand  as  that  with  which  the  country  was  confronted 
at  the  beginning  of  the  present  year.  It  is  also  reasonable  to  assume  that  there 
will  be  no  such  interference  with'  transportation  service  by  railway  strikes 
as  there  was  for  several  weeks  in  1920. 
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The  advances  In  wages  which  were  grante<l  to  the  railway  employees  by  the 
Railroad  Labor  Board  last  July  have  apparently  quieted  most  of  the  unrest 
among  railway  labor  which  preceded  these  strikes.  The  railway  nmnagers 
confidently  expect  to  be  able  to  make  further  increase  In  the  efficiency  with 
which  their  present  facilities,  and  especially  their  locomotives  and  freight 
cars,  are  being  utilized.  They  have  set  as  one  of  the  standards  of  operating 
efficiency  to  be  attained  an  average  movement  per  freight  car  of  30  miles 
per  day.  If  this  can  be  attained  and  maintained,  as  there  seems  reason  to 
believe  that  it  can  be,  It  will  be  equivalent  to  an  Increase  of  250,000  cars 
over  the  number  with  which  the  large  business  of  last  August  was  handled- 
Flnally,  reports  from  throughout  the  country  Indicate  that  general  industrial 
activity  and  the  amount  of  freight  being  offered  to  the  railways  are  declining. 
How  long  these  conditions  will  prevail  nobody  can  sjiy,  but  while  they  do 
prevail  they  will,  of  course,  Increase  the  ability  of  the  railways  to  handle  build- 
ing materials. 

It  Is  a  fact,  however,  which  should  be  frankly  recognized,  that  the  ability 
of  the  railways  to  handle  In  future  any  very  large  increase  In  traffic  which 
may  occur  will  depend  upon  their  ability  to  Increase  and  expnnil  all  of 
their  facilities.  There  is  a  limit  somewhere  to  the  amount  of  increusetl  traffic 
which  can  be  transported  merely  by  increasing  the  efficiency  of  utilization 
of  existing  facilities.  Furthermore,  as  the  railways  thus  far  this  year  have 
been  forced  to  retire  freight  cars  from  service  faster  than  they  have  been  able 
to  put  new  cars  In  service,  thej'  have  been,  and  still  are.  handling  the  business 
with  facilities  some  of  which  actually  are  being  reduced  Instead  of  Increased. 
The  extent  to  which  the  railways  will  be  able  to  Increase  their  facllitU»s  will, 
of  course,  depend  upon  their  ability  to  raise  new  capital,  and  this,  in  turn, 
will  depend  upon  the  amount  of  net  operating  income  they  are  able  to  earn 
and  the  rates  of  return  they  will  have  to  pay  upon  new  securities  and  uixm 
securities  Issued  for  refunding  purposes.  It  has  been  assumed  that  under  the 
advanced  rates  fixed  by  the  Interstate  Conunerce  Commission  late  in  August 
the  railways  would  be  able  to  earn  a  return  of  about  6  per  cvut  on  the  valua- 
tion of  $18,900,000,000  placed  on  them  by  the  Interstate  Commerce  ronunis- 
slon.  The  net  returns  earned  by  a  large  majority  of  the  railways  whose  earn- 
ings and  expenses  In  September  have  been  ret)orted  have  been  less  than  were 
e-xi)ected. 

There  are  several  reasons  for  believing  that  the  net  returns  earned  In 
October  will  prove  to  have  been  more  favorable,  but  there  Is  still  uncertainty 
as  to  the  financial  results  which  will  be  secured  under  the  new  rates.  Further- 
more, the  rates  of  return  which  must  be  paid  on  new  securities  are  still  very 
high.  Therefore  the  amount  of  new  capital  the  railways  will  be  able  to 
raise,  and  in  consequence  the  amount  of  new  facilities  they  will  be  able  to 
provide,  are  still  very  uncertain. 

Taking  into  consideration  all  the  factors  of  the  situation  there  seems  suffi- 
cient reason  for  believing  that  for  some  time  to  come  the  railways  will  be 
able  to  transport  a  much  larger  volume  of  materials  for  building  purposes  than 
has  been  the  case  for  the  past  four  years.  In  view  of  the  fact  that  general 
Industrial  activity  and  the  general  freight  traffic  of  the  railways  are  now  show- 
ing a  declining  tendency,  it  seems  timely  and  pertinent  to  urge  that  persons 
and  concerns  engaged  In  construction  activities  of  all  kinds  shall  make  their 
plans  to  carry  them  on  as  extensively  as  possible  In  the  near  future. 

Unless  all  present  Indications  are  misleading  the  railways  for  some  time  to 
come  will  be  able  without  much  difficulty  to  tran^)ort  all  the  building  materials 
which  can  be  used.  Nobody  can  tell,  however,  how  long  this  situation  will 
^tst.  There  was  a  heavy  decline  In  general  business  activity  and  In  railway 
traffic  following  the  signing  of  the  armistice.  Within  a  few  months,  however, 
general  business  activity  was  revived  on  a  scale  without  precedent,  and  then 
for  more  than  a  year  the  traffic  offered  to  the  railways  was  so  large  that 
only  by  the  greatest  exertion  were  they  able  to  move  It.  Future  developments 
may  be  similar,  and  If  those  engaged  in  general  construction  do  not  carry  it  on 
extensively  while  the  railways  have  surplus  transportation  capacity  available 
they  may.  and  probably  will,  find  that  later  on  the  railways  will  again  be 
unable  to  transport  all  the  materials  required  for  building  purposes. 

The  problem  to  which  the  Senate  Committee  on  Reconstruction  and  Prodnc- 
tlon  Is  addressing  itself  is  nation  wide,  as  Is  the  railroad  problem,  and,  be- 
lieving that  the  foregoing  outline  of  the  railroad  situation  applies  to  the  entire 
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western  country,  we  have  dealt  with  it  from  that  standpoint  rather  than  from 
the  standpoint  of  purely  local  conditions,  which  we  do  not  believe  are  essen- 
tially different  from  those  that  exist  in  other  sections  of  the  West. 

C.  H.  Mabkham, 
President  Illinois  Central  Railroad  Co, 

W.  B.  Storey, 
President  Atchisony  Topeka  d  Santa  Fe  Railway  Co. 

J.  J.  Sellet, 
Chaimuin  Chicago  Committee  the  American  Railroad  Association. 

P.  T.  Bentlet, 
Traffic  Manager  nH/nois  Steel  Co. 

H.  O.  Barlow, 
Traffic  Director  the  Chicago  Association  of  Commerce. 

The  Chairman.  I  am  going  to  ask  Mr.  Miller,  unless  Senator 
Kenyon  cares  to  ask  Mr.  Marknam  some  questions — - 

Senator  Kenton.  I  will,  after  Mr.  Miller  has  finished. 

The  Chairman.  To  ask  some  questions  on  the  question  of  the 
increased  rates  of  building  labor ;  also  the  traffic  in  coal. 

Mr.  Miller.  Mr.  Marknam,  I  gather  from  your  statement  and  also 
from  the  newspaper  reports  that  the  railroads  have  handled  about 
2i  per  cent  more  freight  this  year,  or  last  year,  or  2^  per  cent  more 
in  August? 

Mr.  Markham.  Well,  there  were  12  months.  The  figures  ran  up 
from  $37,990,000  in  March,  which  was  the  first  month  after  the  re- 
lease from  Government  control,  to  $42,000,000  in  August.  That  is 
an  increase  of  16  per  cent. 

Mr.  Miller.  Commissioner  Atchison  stated  before  the  committee 
in  August  that  the  railroads  were  handling  a  great  deal  of  freight, 
almost  as  much  as  any  year  in  history,  and  that  current  newspaper 
reports  are  that  they  have  handled  more  freight  this  year  than 
last  year.    Would  you  think  that  was  right! 

Mr.  Markham.  That  is  what  the  records  show.  I  know  as  to  my 
individual  railroad  that  is  true.  Bemember  that  a  comparison  with 
1919,  however,  is  hardly  a  fair  comparison,  because,  as  you  know,  the 
movement  of  traffic  during  that  time  was  comparatively  light  as 
compared  with  the  previous  year,  or  as  compared  with  this  year. 

Mr.  Miller.  Well,  the  Geologic  Survey  would  show  that  about 
46,000,000  tons  more  bituminous  coal  was  produced  in  the  first  nine 
months  of  this  year  than  in  the  first  nine  months  of  last  year,  which 
was  47,000,000  tons  less  than  the  maximmn  year  of  1918.  That  would 
seem  to  agree  with  your  idea  of  the  situation  ? 

Mr.  Markham.  I  think  so.    You  see,  there  was  carried  over  from 

1918  into  1919  a  surplus  of  some  40,000,000  tons  of  coal,  and  that 
surplus  was  used  up,  however,  because  of  the  miners'  strike  of 
November  and  December,  1919,  so  that  the  situation  was  that  we 
went  into  1920  with  a  shortage  instead  of  a  surplus.  Through  all 
the  early  months  of  1920  there  was  a  normal  movement,  and  the 
demands  for  coal  generally  satisfactory ;  then  the  switchmen's  strike 
came  on  in  April,  and  that  upset  all  of  our  conditions  and  calcula- 
tions again,  and  that  was  the  thing  that  finally  made  it  necessary 
for  the  commission  to  make  this  order  restricting  the  use  of  coal 
cars,  of  certain  open-top  cars,  to  the  coal  traffic. 

Mr.  Miller.  With  a  certain  amount  available  at  the  beginning  ol 

1919  there  was  at  least  some  available,  although  it  was  40,000,000 
tons  less  than  at  the  beginning  of  1920.    According  to  the  reports 
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of  the  Geological  Survey,  46,000,000  tons  more  have  been  produced 
during  this  year  than  last  year.  So  we  must  have  more  coal  avail- 
able now  than  we  had  at  this  time  last  year? 

Mr.  Markham.  Well,  now,  that  depends  on  the  consumption. 

Mr.  Miller.  Oh,  yes. 

Mr.  Markham.  There  has  been  more  consumed  and  it  may  very 
well  be  that  becaase  of  this  increase  in  industrial  activity  that  there 
might  have  been  an  increase  that  would  easily  have  made  that  up; 
8  per  cent,  for  example,  on  500,000,000  tons  production  would  have 
taken  care  of  40,000,000  tons. 

iir.  Miller.  Are  you  familiar  with  the  laws  as  to  the  handling 
of  coal  cars?  For  instance,  Mr.  Willard  testifying  that  in  Au- 
gust— testified  that  it  was  lawful  for  a  man  to  buy  a  car  of  coal  in 
August  and  ship  it  where  he  liked  and  keep  it  as  long  as  he  liked, 
so  long  as  he  paid  the  legal  public  charge  oi  $2  a  day.  Is  that  still 
true? 

Mr.  Markham.  No.  There  is  a  penalty  charged,  Mr.  Miller.  The 
rate  of  $2  a  day  for  the  first  five  days.  Then  it  jumped  to  $6  for 
four  days,  and  then  to  $10. 

Mr.  Miller.  Wasn't  that  put  on  in  the  latter  part  of  July  through 
a  pel-missive  order  of  the  Interstate  Commerce  Commission,  and 
then  rescinded  afterwards? 

Mr.  Markham.  Well,  it  was  not  rescinded.  The  effective  date 
was  postponed  and  as  the  result  of  a  meeting  with  a  committee  of 
the  National  Industrial  Traffic  Association  here  in  Chicago,  and  a 
meeting  of  railroad  executives,  of  which  I  happened  to  be  a  mem- 
ber, an  agreement  was  reached,  as  a  result  of  which  those  rates  I 
have  named  went  into  effect  either  on  ^December  1  or  15 — I  am  not 
sure  which  now. 

Mr.  Miller.  Recently? 

Mr.  Markham.  That  has  been  done  and  the  rates  are  either  in 
effect  to-day  or  will  be  on  November  15. 

Mr.  Miller.  The  priority  orders  affecting  the  movement  of  build- 
ing materials  are  still  on.  "  That  is,  order  No.  7  has  been  completed 
finally  by  order  No.  20,  and  that  is  still  in  effect,  isn't  it? 

Mr.  Markham.  There  has  been  a  modification  with  respect  to  the 
with  a  size  of  88  inches,  and  recently  it  was  modified  again  so  as  to 
permit  of  cars  of  42  inches  being  used  in  other  service  than  coal 
service. 

Mr.  Miller.  During  the  summer  permits  were  granted  for  spe- 
cial work,  such  as  that  job  down  in  New  Orleans  where  the  pavement 
was  torn  up  in  front  of  a  fire  house  and  they  needed  to  get  some 
paving  in  there  to  lower  the  fire  hazard,  and  those  permits  were  can- 
celed about  the  2(>th  of  October.  Have  those  permits  been  reissued 
as  yet,  do  you  know? 

Mr.  Markham.  Well,  the  permits  would  hardly  be  reissued,  Mr. 
Miller,  l>ecause  the  reason  for  issuing  had  probably  expired  in  most 
cases  by  that  time.  As  results  of  a  hearing  that  was  had  before  the 
Interstate  Commerce  Commission,  called,  I  think,  at  the  instance 
largely  of  the  stone  and  gravel  shippers  and  attended  by  Mr.  Wil- 
lard and  other  executives  and  myself,  we  arranged  through  our  ad- 
visory committee  to  form  local  committees  all  over  the  country  in 
the  effort  to  deal  with  these  local  situations,  and  whenever  there  was 
a  condition  existing  where  the  public  interest  was  involved  or  where 
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there  would  be  irreparable  loss  as  the  result  of  failure  to  furnish 
<;ars  to  move  material,  these  local  committees  dealt  with  those  situa- 
tions. 

We  had  a  situation  of  that  sort  in  Chicago.  We  met  at  their  lun- 
cheon one  day  with  a  representative  of  the  railroads  and  of  the  build- 
ing trades,  at  the  invitation  of  Mr.  Affleck,  of  the  Universal-Portland 
Cement  Co.  The  result  of  that  meeting  was  the  creation  of  a  com- 
mittee of  railroad  men  here  and  others  for  the  purpose  of  dealing 
with  these  local  conditions.  But  I  know  of  no  instance  in  which  any 
suggestion  that  was  brought  up  by  that  committee  was  not  taken  care 
of.  Of  course,  always  by  taking  it  up  with  the  Interstate  Commerce 
Commission  and  getting  its  permission  to  furnish  the  cars  to  move 
that  particular  traffic.  Those  committees,  I  think,  had  their  birth 
through  a  conference. 

Mr.  Miller.  Between  the  chairman  of  this  committee  and  Mr. 
Cuyler,  and  then  through  contact  with  Mr.  Willard? 

Mr.  Markham.  I  am  sure  that  is  probably  where  it  originated, 
Mr.  Chairman. 

Mr.  Miller.  As  result  of  that  certain  permits  were  granted  and 
these  permits  were  canceled  as  of  about  October  26,  and  as  result  of 
those  cancellations  of  those  permits  people  came  to  see  the  chairman 
of  the  committee  in  New  York  from  as  far  distant  as  Missouri,  and 
they  reported  to  the  committee  that  it  was  impossible  to  get  a  yes  or 
no  answer  from  Mr.  Bobbins  as  to  whether  or  not  he  would  reissue 
those  permits.  They  traced  them  through  Mr.  Gutheim  and  others, 
but  could  not  get  any  definite  statement  as  to  what  would  be  done  on 
them,  so  that  the  thing  is  kind  of  obscure  in  our  minds  at  the  present 
time  as  to  what  is  going  to  be  done.  To  draw  this  to  your  attention 
and  the  effect  of  that,  I  would  like  to  mention  a  particular  case. 
The  Lawrence  Co.  was  complained  of  to  the  committee  by  the  mayor 
of  Lynn.  They  had  a  contract  with  the  mayor  of  Lynn  to  deliver 
him  i  ,000  barrels  of  cement  at  a  certain  price.  The  mayor  could  not 
buy  that  cement  from  anyone  else,  and  they  could  not  deliver  it. 
We  looked  the  situation  up  and  we  found  they  could  not  get  either 
coal  or  limestone. 

They  finally  got  permit  to  buy  limestone  and  then  they  could  not 
get  into  the  coal  mines  and  could  not  get  coal  on  account  of  the 
embargo  of  certain  railroads,  but  they  finally  got  some  through. 
Then  they  were  running  along,  getting  partly  out  of  their  troubles, 
when  these  permits  were  canceled  and  tney  could  not  get  the  lime- 
stone. The  situation  became  so  serious  with  them  that  they  did  all 
they  could  in  Washington,  and  then  one  Sunday  they  telephoned  to 
me  in  Boston  from  Isew  Jersey  to  try  and  get  something  done  to 
reinstate  those  permits,  and  as  yet  we  do  not  know  whether  they  are 
reinstated  or  not,  and  that  is  a  matter  which  we  will  probably  have 
to  take  up  with  Mr.  Willard.  But  in  laying  before  you  the  problems 
of  the  building  industrv  I  thought  it  might  be  well  to  show  you  the 
effect  on  the  industry  of  the  sudaen  canceling  of  such  permits  as  that, 
because  it  strikes  at  the  very  source  of  production. 

Mr.  Markham.  I  quite  agree  with  you,  and  I  would  like  to  say 
that,  so  far  as  my  knowledge  of  local  conditions  go— I  only  speak  of 
local  conditions,  and  when  I  speak  of  local  conditions  1  not  only 
include  Chicago,  but  all  other  points  on  the  Illinois  Central  Rail- 
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road — ^that  we  have  never  experienced  very  much  difficulty  in  getting- 
these  permits  for  a  legitimate  purpose  when  they  were  presented  to 
us  and  we  were  able  to  get  the  facts  before  Mr.  Bobbins,  or  whoever 
was  handling  it  for  the  Interstate  Commerce  Commission. 

Perhaps  a  good  deal  depended  upon  just  how  the  subject  was  ap- 
proached and  whether  the  necessary  information — corroborative  in- 
formation— was  on  hand  as  to  the  necessity  for  this  particular  per- 
mit; and  all  of  that  sort  of  thing  may  have  had  something  to  da 
with  it. 

I  ran  into  it  myself  in  two  or  three  cases  in  New  Orleans  and 
succeeded  in  straightening  them  out. 

Mr.  Miller.  In  Mr.  mllard's  testimony  before  the  committee  in 
August  the  chairman  drew  his  attention  to  the  fact  that  probably 
by  prearrangement  the  whole  congestion  might  have  been  headed  on, 
and  he  said  that  at  that  time  he  felt  it  would  be  to  the  interest  of  the 
railroads  to  consider  this  matter  in  advance  for  the  next  year,  and 
in  January  rather  than  let  the  thing  hang  along  and  take  it  up  in 
June.    We  are  right  along  toward  January  now,  and  it  would  be  a 

Eity  if  the  whole  Duilding  industry  was  held  up  again  another  year 
y  another  state  of  confusion,  and  if  the  railway  executives  could 
take  this  thing  in  hand  and  plan  out  their  campaign  at  an  early  date 
it  might  relieve  that  situation. 

Mr.  Markham.  Well,  now,  what  is  in  your  mind,  Mr.  Miller?  A 
question  of  the  storage  of  coal  by  the  railroads,  for  example,  during 
tne  months  when  the  building  materials  are  not  moving  and  cars 
are  more  plentiful? 

Mr.  Miller.  Of  course,  this  unfortunately  happens,  that  the 
building  season  occurs  at  the  same  time  that  the  movement  of  coal 
cars,  in  June^  July,  and  August — May,  June,  July,  August,  and 
September.  It  unfortunately  occurred  this  year  that  you  had  your 
open  cars  in  the  West  and  your  box  cars  in  the  East,  so  time  was  lost 
in  straightening  that  thing  out ;  but  it  is  a  railroad  problem  as  to 
how  to  serve  both  of  those  industries,  the  building  industry  and  the 
fuel  industry  in  the  same  month. 

Mr.  Markham.  Some  of  the  causes  that  lead  to  the  condition  that 
obtained  in  the  past  few  months  have  been  removed  in  the  mean- 
time: First,  we  have  not  this  shortage  of  coal  ahead  of  us — not  as 
yet;  the  mines  are  still  working.  We  all  feel  that  as  a  result  of  the 
decision  of  the  wage  board,  and  as  one  of  the  causes  following  the 
passage  of  the  transportation  act  of  1920,  that  there  will  be  no 
interruption  in  railroad  transportation  growing  out  of  strikes  that 
amount  to  anj^thing. 

Now,  in  the  meantime  we  are  increasing  our  efficiency;  Ave  are 
getting  the  plant  in  shape,  in  better  shape,  not  because  we  are  putting 
a  lot  of  new  money  into  it,  because  we  have  neither  had  the  time  nor 
the  money,  but  we  are  getting  in  better  position ;  our  men  are  getting 
down  to  work;  we  are  getting  more  efficiency  out  of  our  people; 
they  are  getting  away  from  the  conditions  that  existed  during  the 
war  time  with  all  of  the  distractions  incident  to  Government  owner- 
ship and  other  conditions,  and  they  are  now  working,  and  you  will 
find  that  the  railroad  plant  as  a  whole  is  going  to  increase  in  effi- 
ciency from  this  time  on  up  to  the  point  where  it  is  necessary  to 
make  large  additions  and  betterments  in  order  to  take  care  of  this 
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constant  increase  in  traffic  which  we  have  been  experiencing  in  this 
country  throughout  all  of  our  time. 

Mr.  Miller.  I  think  everyone  recognizes  the  improvement  that  has 
already  taken  place. 

Mr.  Markham.  Yes. 

Mr.  Miller.  We  have  had  testimony  during  the  hearing  in 
Chicago  as  to  the  increased  cost  of  sand  and  gravel  to  the  people 
of  Chicago.  Chicago  is  built  on  sand.  It  would  seem  sand  would 
be  one  of  the  cheapest  things  that  we  could  have  here  in  Chicago.  I 
believ^that  in  times  gone  by  it  sold  as  low  as  80  cents  a  yara  here, 
and  at  the  present  time  it  is  selling  at  $4  a  yard.  The  raw  material 
has  not  increased  in  value.  No  fuel  is  involved  in  that  directly, 
and  the  two  elements  of  cost  are  transportation  and  labor.  The  sand 
and  gravel  people  urge  that  the  transportation  has  been  increased 
150  per  cent  ana  in  some  cases  more. 

Now,  on  page  250  of  the  Interstate  Commerce  Commission  find- 
ings, when  they  granted  the  increase  of  40  per  cent  on  the  25th  of 
August,  is  a  statement  to  this  effect,  that  the  Interstate  Commerce 
Commission  had  received  complaints  from  the  building  industries 
as  to  the  hardships  that  they  would  authorize  the  railroads  to  make 
this  increase  of  40  per  cent,  but  that  they  commended  to  the  railroads 
the  importance  of  releasing  the  hardship  wherever  the  case  might 
come  and  wherever  it  might  be  necessary. 

Now,  it  does  seem  that  sand  and  gravel  are  vitally  necessary  for 
the  basic  prosperity,  and  on  that  prosperity  the  railroads  will  thrive ; 
and  as  that  prosperity  is  blocked  by  the  railroads  by  an  undue  in- 
crease in  rates,  the  railroads  as  well  as  the  public  will  suffer.  At  the 
hearing  in  August  I  drew  this  matter  to  Mr.  Willard's  attention  in 
New  Ic  ork,  and  I  would  like  to  draw  it  to  your  attention  at  this 
time ;  that  is,  the  importance  of  considering  the  revision  of  rates  on 
certain  basic  building  materials. 

This  matter  has  also  been  called  to  the  attention  of  the  Interstate 
Commerce  Commission  by  the  chairman  of  this  committee,  as  far  as 
the  committee  could  do  in  the  process  of  its  inquiries,  it  has  done  all 
it  can  to  draw  that  principle  tnat  the  railroads  do  thrive  on  general 
prosperity,  and  general  prosperity  perhaps  is  retarded  by  the  undue 
increase  on  some  materials. 

What  would  be  the  way  to  undertake  that  reduction  of  rate  for 
sand  and  gravel,  or  for  some  other  basic  building  material  if  that  is 
not  entitled  to  it? 

Mr.  Markham.  Why,  in  the  usual  order  of  handling  those  mat- 
ters, Mr.  Miller,  it  would  be  brought  up  in  the  traffic  associations  in 
the  different  sections  of  the  country.  I  can  only  speak  for  my  own 
railroad  in  dealing  with  a  question  of  rates,  but  I  will  say  this,  that 
I  do  not  know  of  any  better  traffic  doctrine  than  that  of  not  charging 
any  more  than  the  traffic  will  bear.  So  far  as  we  are  concerned,  we 
will  approach  sympathetically  at  any  time  any  suggestion  that  the 
rate  we  are  charging  is  so  high  as  not  to  permit  of  the  freest  pos- 
sible movement  of  the  particular  article  that  is  in  question. 

I  will  be  glad  for  my  own  railroad  to  take  that  matter  in  hand  and 
cause  an  investigation  to  be  made  of  it. 

You  will  probably  find,  however,  when  you  are  talking  about  this 
increase  of  150  per  cent,  that  they  have  very  largely  to  do  with  short 
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hauls.  Our  short  hauls  have  not  been  proper  in  the  past,  and  yet 
in  some  of  those  cases  you  can  find  there  have  been  those  very  large 
increases,  and  yet  after  all  it  does  not  represent  so  much  of  an  in- 
crease as  it  may  seem  on  the  face  of  it,  because  you  are  dealing  with 
a  low  figure  to  start  with. 

Mr.  Miller.  Thank  you,  Mr.  Markham.  There  is  one  other  ques- 
tion that  I  would  like  to  draw  attention  of  the  committee  to,  and  per- 
haps yourself  indirectly  as  a  member  of  the  Association  of  Railroad 
Executives,  and  that  is  that  New  England  is  still  suffering — the  At- 
lantic seaboard  is  still  suffering — from  a  shortage  of  anthracite  coaL 
Anthracite  coal  is  costing  as  high  as  $24  a  ton  in  Connecticut ;  $19  a 
ton  in  New  Jersey,  although  nearly  the  normal  amount  of  anthracite 
has  been  produced  this  year.  We  are  3,000,000  ahead  on  the  1st  of 
September. 

The  problem  seems  to  be  to  divert  that  movement  of  coal  by  water 
to  the  Northeast,  and  yet  the  freight  rates  from  the  Pocohontas  dis- 
trict to  tidewater  will  increase  the  value  40  per  cent,  from  $2  to  $2.80. 
Now,  it  might  have  been  to  the  benefit  of  the  railroads  to  have  figured 
that  out  and  realize  that  perhaps  with  that  long  straight  haul  $2 
was  already  compensatory;  that  no  increase  was  necessary,  either. 
And  even  ii  the  freight  rate  had  been  decreased  from  the  Pocohontas 
district  to  Hampton  Eoads,  the  railroads  would  have  been  saved 
the  awful  expense  of  attempting  to  transport  coal  overland,  taking 
as  it  does  from  23  to  25  days  to  go  from  the  Clearfield  district  to 
New  England,  and  perhaps  again  as  much  back,  taking  the  freight 
•car  two  months  to  carry  coal.  Would  a  lower  rate  from  the  Poco- 
hontas district  to  Hampton  Roads,  and  with  the  cooperation  of  the 
Shipping  Board,  had  Mr.  Willard  recommended,  of  a  rate  of  $1.50 
to  $1.80,  you  would  have  a  tidewater  water  rate  lower  than  the  rail- 
road rate;  then  the  freight-car  congestion  would  have  been  relieved 
and  we  would  not  to-day  have  the  anthracite  trouble  we  are  having. 

It  might  be  possible  for  you  to  take  this  matter  up  at  your  next 
meeting  of  the  Association  of  Railroad  Executives  and  consider  that 
as  a  matter  not  only  of  public  health  but  relief  from  railroad  con- 
gestion. 

Mr.  Markham.  If  that  is  the  request  of  the  committee,  I  will  be 
very  glad  to  do  it ;  but,  of  course,  1  have  no  connection  with  those 
eastern  railroads,  and  would  probably  be  regarded  as  being  a  little 
bit  officious  to  make  any  suggestion  to  those  people  down  there. 

Let  me  say,  in  regard  to  yourself  about  the  effect  of  an  increase  of 
a  lessened  amount.  You  must  remember  the  commission  found  it 
was  necessary  to  raise  a  certain  amount  of  money  for  these  railroads, 
and  it  found  it  impossible  in  raising  that  mqney  to  do  it  in  any  other 
way  than  by  horizontal  increase.  If  it  had  imdertaken  U)  have 
dealt  with  each  commodity  separately  and  with  the  rates  in  each 
section  of  the  country,  it  would  have  started  on  a  task  it  would 
never  have  been  able  to  perform,  so  it  would  have  had  to  do  it  in  that 
way,  and  the  ability  of  the  railroads  again  as  time  goes  on  to  make 
these  reductions  will  depend  very  largely  upon  their  financial  necessi- 
ties and  depend  upon  the  effect  on  the  traffic  of  the  rates  as  it  ex- 
ists, and  what  will  happen  if  the  proposed  reduction  is  made. 

Mr.  Miller.  It  is  the  effect  of  the  horizontal  rate  on  the  traflSe 
that  is  the  final  consideration. 
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Mr.  Makkiiam.  Yes;  and  in  that  particular  case  my  own  opinion 
about  it  is  that  the  rate  by  water  was  so  much  higher  than  the  rate 
by  rail  that  even  if  no  increase  had  been  made  at  all  there  would 
have' still  been  a  sufficient  division  in  the  rate  to  have  prevented  it 
moving  by  water,  and  it  would  have  continued  to  move  by  rail  just 
the  same.  So  that  possibly  the  eifect  of  the  failure  of  the  railroads 
to  take  advantage  of  the  opportunity  to  make  that  40  per  cent  rate 
would  have  been  their  failing  to  haul  a  larger  amount  of  tonnage. 

Mr.  M1LX.ER.  That  is  substantially  so  if  no  increase  had  been  made, 
the  all-rail  rate  would  still  have  been  about  34  cents  lower  than  the 
rail-and- water  rate.    I  see.    Thank  you. 

Senator  Kenyon.  Mr.  Markham,  as  I  understand  you,  with  the 
decreased  number  of  freight  cars,  would  you  have  still  been  able  in 
the  month  of  August  to  handle  more  traffic  than  ever  before  ? 

Mr.  Markham.  Yes,  sir;  we  did  that  by  getting  more  mileage  out 
of  the  cars  and  getting  increased  loadings. 

Senator  Kenyon.  Do  you  find  cooperation  among  the  shippers? 

Mr.  Markham.  Perfectly  splendid,  sir.  I  have  never  seen  anything 
like  it. 

Senator  Kenyon.  Thev  are  all  working  together  ? 

Mr.  Markham.  Yes.  It  is  because  of  the  cooperation  that  the  ship- 
pers have  given  us  in  the  effort  to  increase  the  amount  of  transpor- 
tation available  that  we  have  been  able  to  accomplish  what  we  have 
very  largely. 

Senator  Kenyon.  How  long  do  you  think  it  would  take  to  remedy 
this  situation  as  to  the  number  01  freight  cars  to  get  the  new  cars 
that  may  be  necessary  to  handle  the  equipment  offered,  to  take  care 
of  the  production  ? 

Mr.  Markham.  That  depends  on  many  factors.  Of  course,  first 
comes  the  question  of  finances,  the  ability  of  the  railroads  to  offer  the 
necessary  assurance  to  the  car  builders  that  they  will  be  able  to  pay 
when  the  cars  are  delivered ;  second,  the  ability  of  the  car  builders  to 
turn  out  these  cars. 

I  can  not  speak  from  the  records,  or  with  a  definite  knowledge  of 
the  situation,  but  from  my  own  experience  in  ordering  cars  and  the 
length  of  time  it  takes  to  get  them  after  you  have  ordered  them,  I 
would  say  that  if  you  were  to  place  orders  within  the  next  30  days 
for  a  hundred  thousand  cars,  that  you  would  be  doing  mighty  well  if 
ou  had  them  all  delivered  inside  of  a  year,  and  it  would  probably 
e  longer  than  that. 

Senator  Kenyon.  What  is  the  cost  of  a  freight  car  now  compared 
with  what  it  was  two  or  three  years  ago? 

Mr.  Markham.  Well,  take  our  own  case  for  example.  We  ordered, 
in  1914,  5,000  box  cars,  and  we  paid  roughly  $850  apiece  for  them. 
Those  cars  bought  by  the  Kailroad  Administration,  about  the  same 
lype  of  car,  cost  about  $2,800. 

Senator  Kenyon.  Over  three  times  as  much? 

Mr.  Markham.  Yes,  sir.  The  same  car  bought  to-day  I  am  afraid 
would  cost  probably  $3,200  or  $3,300.  I  have  not  seen  the  recent  fig- 
ures because  we  have  not  asked  for  bids.  I  had  an  experience  with 
refrigerator  cars.  Where  we  bought  refrigerator  cars  a  slow  as  $850 
we  have  paid  up  to  $4,300  for  them.  Where  we  bought  an  engine  of 
the  type  that  is  standard  on  the  Illinois  Central,  in  1914,  for  eighteen 
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tliousand  and  say  seven  hundred  dollars,  I  paid  for  the  same  engine 
$64,000. 

Senator  Kenyon.  Nearly  four  times? 

Mr.  Markham.  Nearly  four  times. 

Senator  Kenyon.  What  about  passenger  coaches? 

Mr.  Markham.  There  has  not  been  the  same  proportionate  in- 
crease.   It  has  been  about  doubled. 

Senator  KIbnyon.  What  about  rail? 

Mr.  Markham.  We  are  paying  $47  a  ton  for  rail,  where  we  for- 
merly paid  about  $30  a  ton.  As  to  what  the  price  will  be  next  year 
we  do  not  know  as  yet,  as  the  steel  mills  have  not  fixed  the  figure. 
We  imderstand  indirectly  it  will  be  somewhat  higher,  but  how  much 
we  do  not  know. 

Senator  Kenyon.  Ties  have  gone  up  the  same  way? 

Mr.  Markha^i.  Ties  have  more  than  doubled  and  tripled  in  value,, 
depending  upon  the  kind. 

Senator  Kjjnyon.  You  say  your  net  returns  for  September  were 
not  satisfactory,  or  disappointing? 

Mr.  Markham.  I  am  speaking  of  the  country  as  a  whole ;  not  of  a 
particular  railroad. 

Senator  Kenyon.  Yes;  the  country  as  a  whole? 

Mr.  Markham.  No.  Some  of  the  railroads  are  explaining  that  that 
was  due — some  of  it  is  due — ^to  the  fact  that  there  is  a  lot  of  this 
low-rate  traffic  started  in  August  at  the  low  rates,  and  that  did  not 
reach  its  destination  until  along  in  September,  and  that  that  has  in- 
fluenced their  situation  to  some  extent.  I  don't  think  it  is  quite  as 
important  as  some  of  them  think  it  is.  I  think  it  is  because  they  have 
not  had  the  tonnage. 

Senator  Kenyon.  Now,  when  I  was  out  in  Iowa  1  observed — it  may 
not  be  a  large  thing,  but  I  ^ould  like  to  ask  you  about  it,  because  I 
have  heard  some  talk  about  it — the  advertisements  the  railroads  are 
carrying  in  the  newspapers,  page  advertisements,  as  to  what  they  are 
doing.    What  is  accomplished  by  that.    Is  it  a  real  investment? 

Mr.  Markham.  IVhy,  the  purpose  of  that.  Senator,  is  to  bring  to 
the  public  knowledge  and  understanding  of  the  railroad  situation 
as  we  executives  see  it.  The  Illinois  Central  is  doing  a  great  deal 
of  it. 

Senator  Kenyon.  Are  the  other  roads  doing  as  much  as  the  Cen- 
tral ? 

Mr.  Markham.  I  don't  know.  Possibly  not.  We  have  always 
pursued  the  practice,  as  you  probably  know,  of  advertising  in  the 
so-called  country  newspapers.  The  old-time  practice  was  to  publish 
a  little  item,  a  little  time  card  of  2  or  3  inches,  showing  the  local 
train  service  into  and  out  of  the  town.  We  have  adopted  a  new 
thought  in  dealing  with  that  subject.  Instead  of  using  the  space  in 
that  way  we  are  advertising  with  the  newspapers;  but  instead  of 
using  the  space  in  that  way  we  are  using  it  once  a  month,  and  we 
are  giving  them  material  that  we  think  has  a  certain  amount  of  edu- 
cational value — that  is,  material  that  will  give  the  public  informa- 
tion on  the  situation  which  it  does  not  now  possess. 

Senator  Kenyon.  Is  that  a  large  item  or  a  small  one? 

Mr.  Markham.  Well,  I  don't  fiiow  what  you  would  call  large,  sir. 
I  should  say  the  Illinois  Central  altogether  spent  on  advertising 
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somethinj:  less  than  a  hundred  thousand  dollars  a  year.  We  have 
6,000  mil^  of  railroads.  We  are  the  fourth  railroad  in  ton-mileage 
in  the  United  States.  It  does  not  appear  to  me  to  be  a  large  amount, 
but  it  depends,  sir,  entirely  on  the  point  of  view. 

Mr.  Mtller.  Out  of  a  total  business  of  about  hov^  much  ? 

Mr.  Markham.  Our  earnings  this  year  for  all  the  system,  if  all 
business  kept  up  at  the  rate  which  it  started  in  in  September,  would 
probably  run  about  $140,000,000  a  year. 

Senator  Kenton.  That  would  not  be  very  excessive  ? 

Mr.  Markham.  I  do  not  regard  it  so,  sir. 

Mr.  Miller.  Pretty  small  percentage? 

Mr.  Markham.  Yes.  May  I  say  that  the  matter  we  are  giving  to 
the  newspapers  seems  to  be  very  much  appreciated,  especially  by  the 
country  press.    They  all  seem  to  be  glad  to  get  the  information. 

The"CHAiR3fAN.  Thank  you  very  much,  IVfr.  Markham. 

Mr.  Holden,  you  are  vice  president  of  the  Union  Trust  Co.  ? 

Mr.  HoLDEN.  Yes,  sir.  ~'^] 

STATEMENT  OF  ME.  CHABLES  B.  HOLDEN,  VICE  PEESIDENT, 

UNION  TEUST  CO. 

The  Chairman.  Have  you  a  statement  you  wish  to  make  to  the 
committee  ? 

Mr.  HoLDEN.  I  was  asked  to  present  some  considerations  bearing 
on  the  financing  of  building  operations,  rather  from  the  standpoint 
of  banking  than  from  the  .Sandpoint  of  the  contractor.  I  felt  that 
there  was  a  great  deal  published  in  the  press  and  there  was  a  great 
deal  said  in  various  confei-ences  that  have  been  held  in  Chicago  that 
failed  to  recognize  the  fact  that  in  dealing  with  the  financing  of 
building  operations  we  had  to  consider  that  the  banks  were  only 
an  intermediary  in  any  such  financing. 

A  real  estate  loan  running  from  6  to  10  years  is  not,  of  course,  a 
banking  investment.  The  bank  receives  its  money  from  its  deposi- 
toi*s  subject  to  their  immediate  call  and  order;  and  the  extent  to 
which  banks  can  promote  building  operations  even  by  taking  first 
mortgages  depends  upon  the  market  for  these  mortgages. 

Just  as  in  any  change  of  financial  conditions  from  bad  to  worse 
or  from  worse  to  better,  real  estate  values  trail  along.  If  conditions 
become  worse,  rentals  of  course  are  not  immediately  changed.  But 
they  follow  a  downward  course.  Keal  estate  values  follow  a  rising 
market  for  other  commodities  even  more  slowly  than  they  follow  a 
decline.  Sound  banking  under  the  Federal  reserve  law,  during  the 
course  of  the  war,  was  necessarily  directed  first  toward  liquidity. 
In  the  building  operation,  particularly  as  it  has  been  built  up  in  Chi- 
cago, where  largely  it  has  been  in  the  hands  of  contractors  who  had 
to  finance  their  own  operations,  there  have  been  three  elements  in- 
volved. There  has  been  the  real  estate  investment,  which,  based  upon 
the  current  market,  could  be  sold  to  that  large  body  of  investors — 
conservative  investors  who  desire  to  see  their  investment  secured  by 
tangible  assets  in  the  shape  of  real  estate  security,  with  a  reasonable 
rent  basis  behind  it  to  assure  the  payment  of  the  interest  and  the 
principal.  Next  comes  the  course  of  securities  commonly  issued  in 
the  shape  of  second  mortgages.    On  top  of  the  second  mortgage  and 
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a  proper  proportion  ought  to  be  not  over  60  per  cent  for  the  first 
mortgage,  and  perhaps  an  additional  30  per  cent  of  the  cost  for  the 
second  mortgage.  Beyond  that  comes  the  instalhnent  contract,  under 
which  the  purchaser  who  has  purchased  the  building  is  paying  for  it 
in  installments,  just  as  in  some  other  industry. 

I  do  not  wish,  in  mentioning  them,  to  discriminate  against  those 
that  are  not  mentioned,  such  as  the  sale  of  pianos,  the  sale  of  phono- 
graphs, the  sale  even  of  furniture  of  different  kinds,  the  sale  of  auto- 
mobiles. The  great  mass  of  buyers  has  been  led  to  the  lie  on  install- 
ment payments,  so  in  the  matter  of  building  homes  you  are  all 
familiar  with  the  advei-tisements,  particularly  that  have  appeared 
in  the  city  of  Chicago,  "It  is  cheaper  to  buy  your  home,  pay  such 
and  such  an  installment,  than  to  pay  such  and  such  rent." 

As  a  result,  even  before  the  war,  there  was  built  up  a  system  which 
had  a  very  narrow  margin  of  elasticity.  The  second  mortgages,  the 
second  class  of  securities,  had  to  be  disposed  of  to  brokers  in  that 
class  of  securities,  charging  a  considerable  commission,  running  from 
5  to  10  per  cent,  for  their  disposition. 

The  installment  contracts,  if  a  contractor  is  not  possessed  of  large 
enough  capital  himself  to  carry  them,  had  to  be  disposed  of  very 
often  at  even  a  more  severe  percentage.  With  the  increased  cost  of 
everything,  on  the  mere  matter  of  increasing  the  credit  values  of  the 
country  by  a  volume  never  before  dreamed  of,  when  you  made  a 
dollar  a  5()-cent  dollar  in  its  purchasing  power,  the  attempt  to  capi- 
talize that  in  building  brought  about  severe  contrasts. 

One  very  vital  element  1  think  in  the  situation  is  this,  that  while 
the  Government  necessarily  promoted  the  expansion  of  credit  and 
the  safeguarding  of  that  expansion  with  regard  to  all  liquid  assets, 
excepting  with  regard  to  farm-loan  bonds,  they  did  not  provide,  and 
could  not  safely  provide,  and  I  do  not  see  how  it  can  now  be  safely 
provided,  that  permanent  loans  can  be  put  in  the  way  of  immediate 
liquidation,  as  farm  loans  made  under  the  farm-land  act,  by  putting 
them  into  farm-loan  bonds,  making  them  attractive  to  the  public. 
But  the  result  is  immediately  that  you  have  set  up  a  threefold  com- 

{►etition.  By  the  expansion  of  all  business,  and  the  call  of  all  business 
or  money,  you  drew  off  at  once  the  funds  that  were  otherwise  avail- 
able. They  were  the  surplus  land  funds  of  the  country  that  were 
available  K)r  liquidating  the  contracts  of  purchase,  the  installment 
contracts. 

You  then  absorbed  a  large  amount  of  those  loose  funds,  not  bank- 
ing funds.  They  are  public  investment  funds  that  were  in  the  hands 
of  some  people  who  financed  the  second  mortgages.  At  the  same  time 
the  tremendous  increase  in  cost  of  the  buildings  made  it  impossible 
to  attract  the  attention  to  inspire  the  confidence  of  a  large  part  of 
the  mass  of  investor's  who  had  absorl)ed  the  first  mortgages. 

I  think  the  committee  has  had  before  it  some  of  the  evidence  of 
increase  of  cost  of  moderate-sized  homes  in  Chicago — from  three  to 
six  and  seven  thousand  dollars.  The  moment  you  ask  an  investor  in 
a  mortgage  who  has  been  accustomed  to  go  around  and  look  at  a 
little  bungalow  that  used  to  cost  $3,000,  and  you  ask  him  to  buy  a* 
mortgage  on  that  for  $1,600,  and  now  go  to  him  and  say  you  want 
him  to  buy  a  mortgage  on  the  same  bungalow  for  $6,500,  he  pulls  in 
his  horns  pretty  quickly,  and  especially  we  must  remember  that  on 
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all  real  estate  transactions  there  is  a  limitation  upon  the  return  which 
perhaps,  while  legally  applicable  to  all  transactions,  from  a  practi- 
cal standpoint  bears  more  heavily  on  real  estate  than  any  other 
operations,  and  that  I  refer  to  in  this  State  particularly  as  the  law 
with  regard  to  usury.  Under  the  law  of  this  State  if  anybody  makes 
a  real  estate  mortgage  and  pays  over  7  per  cent  interest  he  can  plead 
usury— can't  attempt  to  collect  on  the  principal.  If  he  can  wash  out 
all  the  interest,  he  may  have  to  pay  all  his  commissions  on  the  ground 
of  usury,  and  there  isn't  anything  there  to  make  it  worth  while  for 
a  lawyer  to  fight  about. 

The  Chairman.  Doesn't  he  forfeit  a  certain  percentage  of  interest  ? 

Mr.  HoLi)EN.  No ;  not  under  the  law  of  this  State.  It  simply  goes 
to  the  credit  of  the  buyer.  If  however,  I  am  a  business  man  and 
borrow  a  himdred  thousand  dollars  and  pay  8  or  9  per  cent  upon  it,  I 
pay  the  interest  usually  in  advance  by  discount,  and  the  transaction  is 
closed  within  such  a  short  period  of  time  that  it  will  be  disastrous  to 
me  from  a  business  standpoint  to  even  raise  the  question  of  usury  at 
all.  In  fact,  usurv  can  not  be  pleaded  by  corporations,  so  that  the 
corporations  pay  this  interest  over  7  per  cent.  We  all  know  they  are 
selling  bond  issues  to-day  on  an  8  per  cent  basis  with  4  and  5  and  6 
per  cent  commissions.  So  that  when  you  have  instituted  that  very 
severe  competition  between  a  quick  return  at  a  large  rate  and  a  low 
return  on  a  depreciated  security  at  a  small  rate  you  have  put  build- 
ing operations  in  a  financial  way  at  a  great  disadvantge. 

lout  what  I  want  to  point  out  is  that  it  is  only  the  customer — I  won't 
say  the  broker.  It  is  the  merchandising  capacity  of  the  bank  in  dis- 
posing of  the  first  mortgage  where  alone  the  banks  can  be  a  factor, 
excepting  in  so  far  as  they  may  have  occasion  to  finance  contractors. 

Well,  with  the  expansion  and  demands  of  all  business  for  money, 
it  is  perfectly  apparent  that  if  the  contractor  has  to  carry  off  each 
building  that  he  rents,  twice  as  much,  or  three  times  as  much,  on  the 
installment  contract  than  he  has  had  to  before,  his  demands  for  bor- 
rowed funds,  for  credit  at  his  bank  has  probably  extended  beyond 
any  possibility  of  his  being  satisfied.  For  the  average  contractor, 
dealing  with  the  owners  of  small  buildings  that  we  are,  I  suppose 
principally  concerned  in — I  know  it  is  the  chief  concern  of  business 
interests  in  Chicago — is  usually  a  man  whose  cjuick  assets  are  of  com- 
paratively slight  character.  They  are  building  tools,  derricks,  and 
things  of  that  kind  which  have  no  merchantable  value.  His  very 
operations  are  more  or  less  a  slow  turn  over  of  the  capital  that  he  is 
putting  into  the  particular  building. 

Again,  there  has  been  the  difficulty  for  some  time  in  Chicago,  that 
the  old  processes  of  making  even  a  first  mortgage  have  been  largely 
upset.  Before  the  war  a  borrower  would  come  in  and  ^ay :  "  I  have 
so  and  so,"  a  reputable  contractor  who  could  be  checked  up.  "  He 
has  agreed  to  build  this  building  for  so  much  money.  I  want  a 
building  loan.  I  will  have  the  building  loan  on  security  and  pay  the 
last  part  of  the  contract."  The  matter  could  be  handled  expedi- 
tiously. 

Those  old,  moderate  building  loans,  from  $4,000  up  to  $10,000, 
could  be  safely  handled  with  an  expense  to  the  person  negotiating  it, 
the  bank  or  the  real  estate  house  handling  the  mortgage  at  1  per  cent. 
At  the  present  time,  or,  not  the  present  time  so  greatly  as  it  has  been — 
say  some  months  back — the  contractor  could  not  make  a  contract  to 
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build  a  house  excepting  on  a  price  that  was  excessive.  As  a  result 
you  never  know  whether  the  building  loan  could  finance  the  house, 
and  you  could  not  give  those  assurances  to  the  bank  or  to  the  mort- 
gage house,  taking  the  responsibility  they  could  be  expected  to  take 
of  seeing  the  transaction  through. 

The  main  thing,  however,  that  I  wanted  to  emphasize,  is  that  it 
is  not  so  much  the  fault — it  certainly  could  not  be  the  fault  of  the 
bank — in  not  keeping  up  the  building  operations  here  by  supporting 
them.  For  a  long  time  in  Chicago  it  was  a  matter  of  no  agreement, 
but  a  matter  of  common  consent  of  everybody  to  support  such  op- 
erations ;  the  custom  not  to  ask  for  building  loans  over  the  6  per  cent 
rate. 

Lately,  a  large  number  of  the  banks  which  have  found  it  imprac- 
tical to  continue  such — I  would  not  say  a  large  number — but  some 
of  the  banks  found  it  impossible  to  continue  those  operations,  have 
sold  the  mortgages  they  had  on  hand  at  a  greater  rate  of  interest, 
taking  a  loss  to  liquidate  those  securities. 

The  Chairman.  Are  the  banks  to-day  making  loans  of  any  mo- 
ment on  building  operations  ? 

Mr.  HoLDEX.  There  are  some  banks  which  are  making  loans,  par- 
ticularly whenever  they  have  any  prospect  in  hand  for  placing  the 
loan.  There  is  a  large  constituency  here  in  Chicago.  I  should  say 
that  it  was  more  largely  what  we  sometimes  speak  of  as  the  foreign- 
bom  investors,  who  prefer  to  make  a  real  estate  loan  at  5^  or  6  per 
cent  rather  than  take  something  they  are  unacquainted  with.  I  think 
you  would  find  on  inquiry  here  that  the  outlying  banks,  who  are  more 
in  touch  with  that  class  of  security,  are  still  placing  building  loans 
to  a  larger  extent  than  those  who  deal  with  what  are  commonly  called 
the  business  men  of  the  community. 

The  Chairman.  What  are  the  total  deposits  of  your  trust  com- 
panv? 

Mr.  Holden.  About  forty-five  million,  between  forty-three  and 
forty-fi\e. 

The  Chairman.  Part  of  that  is  in  the  savings  department? 

Mr.  Holden.  We  have  a  savings  department,  about  nine  million, 
but  that  is  in  the  forty-five  total. 

The  Chairman.  Do  you  carry  permanently  a  line  of  mortgage 
investments? 

.Mr.  Holden.  We  have  set  aside  for  our  investment  department  a 
certain  capital,  ranging  from  three  to  four  million  dollars. 

The  Chairman.  Do  you  usually  keep  that  sum  invested? 

Mr.  Holden.  Invested  either  in  bonds  or  mortgages. 

The  Chairman.  You  mean  real  estate  mortgage  bonds? 

Mr.  Holden.  Well,  now,  in  municipal  bonds.  Of  course,  for  a 
considerable  time  a  large  part  of  that  was  invested  in  Government 
securities,  as  they  came  out. 

The  Chairman.  You  loiow,  in  New  York  State  we  liave  a  mutual 
savings  bank  system? 

Mr.  Holden.  Yes. 

The  Chairman.  And  these  savings  banks  loan  up  to  55  per  cent 
of  their  total  deposits  ? 

Mr.  Holden.  Yes. 

The  Chairman,  On  real-estate  mortgages.  They  buy  them  for 
permanent  investment. 
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Mr.  HoLDEN.  That  is  one  thing  that  is  discriminated  against,  of 
course,  in  Chicago,  and  in  any  State  where  a  banking  system  is  prac- 
tically a  unit,  as  it  is  in  Chicago. 

The  Chairman.  It  seems  to  me,  and  to  many  of  us  who  have 
studied  the  mortgage  problems,  that  the  peoples'  savings  might  very 
properly  be  usea  for  long-term  investments.  Here  apparently  you 
nave  no  banking  system  utilized  for  long-term  investments? 

Mr.  HoLDEN.  No;  there  is  nothing  here  of  a  slow-credit  nature. 
Banking,  and  I  would  say  that  perhaps  in  the  Federal  Reserve  Sys- 
tem, have  somewhat  discriminated  against  that.  Where  a  bank  for- 
merly could  carry  a  line  of  mortgages  as  a  third  reserve,  a  line 
perhaps  of  railroad  bonds,  and  what  at  one  time  were  considered  a 
first-class  bond,  as  a  second  reserve,  those  that  have  gone  into  the 
Federal  Reserve  System,  of  course,  do  not  do  that  now. 

The  Chairman.  So  that  instead  of  the  people's  savings  being  used 
for  the  purpose  of  assisting  other  people  in  obtaining  homes,  their 
savings  are  now  put  into  a  general  business  and  used  tor  short-term 
credits  in  the  mam? 

Mr.  HoLDEN.  In  the  main  I  would  say  that  is  the  result,  necessarily 
the  result  of  combining  the  State  banking  system  and  the  Federal 
Reserve  Banking  System  here,  with  the  requirement  for  reserve 
which  those  impose,  because  there  is  no  possibility  of  investing  and 
meeting  the  requirements  of  both  those  systems  in  large  amounts 
permanently  in  what  are  called  slow  assets. 

The  Chairman.  What  is  the  answer  to  all  of  this? 

Mr.  HoLDEN.  Well,  the  answer  has  been  suggested,  of  course,  that 
you  should  make  slow-asset  securities  attractive,  such  as  are  sought 
to  do  in  the  case  of  farm-loan  bonds,  by  removing  the  tax  liabilities. 
Of  course,  at  the  time— of  course,  the  danger  of  any  such  expansion 
of  general  securities  as  that  has  been  illustrated  in  the  extent  to 
which  it  has  promoted  speculation  in  other  lines. 

I  think  that  if  it  comes  down  to  a  question  of  necessity  that  it  is 
quite  apparent  that  if  there  is  occasion  for  making  exceptions  in  the 
classes  of  property  that  is  subject  to  taxation,  that  property  which 
is  really  double  taxation,  might  well  receive  consideration  beiore  you 
«re  considering  that  which  is  only  taxed  once. 

When  you  tax  a  mortgage — when  you  tax  what  is  necessary  to 
enable  a  person  to  obtain  credit  on  land  and  at  the  same  time  are 
taxing  the  land — you  are  taxing,  of  course,  twice. 

Now,  you  have  had  a  very  illustrative  thing.  I  don't  know  how 
far  it  extends  because  I  have  not  had  time  to  obtain  the  statistics 
upon  it.  In  a  number  of  the  States,  in  the  obtaining  of  fairer  pay- 
ment of  some  taxes  on  some  such  securities  as  mortgages,  there  has 
been  special  laws  passed.  For  instance,  in  Massachusetts,  one  way 
the  Massachusetts  law  has  worked  out,  that  if  you  hold  a  mortgage  on 
Massachusetts  real  estate,  that  mortgage,  having  paid  a  tax  at  the 
time  the  naortgage  was  recorded  or  made,  vou  exempt  it  from  all 
other  taxation.  But  if  you  happen  to  be  a  Massachusetts  citizen,  and 
hold  Chicago  real  estate  mortgage,  that  Chicago  real  estate  mortgage 
is  taxed  just  the  same  as  any  other  personal  property  would  be. 
The  result  is,  I  estimate,  there  has  been  probably  anywhere  between 
thirty  and  fifty  million  dollars  loaned  in  Massachusetts  on  real 
estate  in  Chicago,  and  in  Illinois,  that  has  been  withdrawn  from  this 
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market.    There  are  similar  laws  in  Wisconsin  and  similar  laws  in  a 
number  of  the  other  States. 

The  Chairman.  We  have  a  law  in  New  York  State  which  provides 
for  recording  of  the  tax;  half  of  1  per  cent,  and  then  thereafter 
mortgage  investments  are  exempt  from  any  State  tax. 

Mr.  HoLDEN.  Of  course,  Senator,  you  will  see  that  as  to  a  New 
York  citizen  how  immediately  that  discriminates  in  his  investing 
in  mortgage  securities  in  any  other  State. 

Now,  that  policy  of  taxation  having  prevailed  in  such  centers  as 
Massachusetts  and  New  York  where  large  amounts  of  slow  loanable 
funds  that  used  to  be  invested  in  real  estate  mortgages  were  obtain- 
able, has  seriously  impaired  the  volume  of  such  securities  that  were 
available. 

The  Chairman.  Have  you  any  plan  to  offer  ? 

Mr.  HoLDEN.  Well,  the  thing  that  it  seems  to  me  that  is  necessary, 
and  one  step  which  is  apparently  needed  in  our  present  laws,  has 
been  perhaps  to  bring  back  to  the  people  the  cooperative  thrift  that 
at  one  time  was  known  and  at  one  time  was  active  and  still  remains 
influential  to  some  extent  in  the  operation  of  building  and  loan  as- 
sociations. You  are  aware,  of  course,  that  under  the  income  tax  law 
there  are  some  exemptions  allowed  with  respect  to  building  and 
loan  associations  that  are  not  allowed  in  other  associations:  but 
until  we  can  develop  a  system  where  a  man  would  rather  buy  a 
home  than  an  automobile,  and  where  he  feels  that  in  buying  a  home 
he  ought  to  save,  and  he  ought  to  devote  a  part  oi  his  capital 
rather  than  merely  to  paying  out  of  pocket  a  sort  of  a  monthly 
expense  by  way  of  a  rental,  he  will  fail  to  get  the  financing  of  build- 
ing operations  on  the  basis  where  it  can  compete  in  time  of  any 
money  shortage  with  any  other  commodity  or  with  an^^  othe^- 
business. 

The  Chairman.  Thank  you,  very  much. 

Mr.  Fletcher.  Senator,'  we  desire  to  present  Mr.  Edward  Froeh- 
lich,  representing  Anderson  &  Lind  Manufacturing  Co. 

STATEMENT  OF  MB.  EDMUND  FBOEHUCH,  EEFRESENTINO  AN- 

DEBSON  &  UND  MANVFACTTJRINO  CO. 

The  Chairman.  Mr.  Froehlich,  do  you  represent  the  Anderson,  & 
Lind  Manufacturing  Co.  ? 

Mr.  Froehlich.  Yes,  sir. 

The  Chairman.  What  is  your  address? 

Mr.  Froehlich.  No.  1020  Chamber  of  Commerce  Building,  13S 
West  Washington  Street. 

The  Chairman.  Are  you  a  lawyer? 
.  Mr.  Froehlich.  I  am,  sir. 

The  Chairman.  And  you  filed  with  the  committee  a  statement? 

Mr.  Froehlich.  Yes,  I  did. 

The  Chairman.  I  will  be  glad  to  have  you  read  the  statement, 
please. 

Mr.  Froehlich  (reading) : 

May  I,  as  a  practicing  attorney  closely  identified  with  certain  buUding  Inter- 
ests in  Chicago  (in  whose  behalf  I  submit  this),  call  your  attention  to  a  condi- 
tion, already  alluded  to,  which  Is  in  part  responsible  for  present  high  building 
costs.  In  doing  so,  I  prefer  to  describe  a  concrete  state  of  facts  in  one  certaha. 
industry,  which  may  be  illustrative  of  similar  conditions  in  other  trades. 
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The  manufacture  of  mill  work  and  interior  trim  in  Chicago  is  In  the  hands 
of  a  number  of  concerns  which,  with  a  very  few  exceptions,  conduct  eloped 
shops.  Up  to  June  1,  1918,  firms  which  operated  on  the  open-shop  principle, 
in  common  with  a  great  number  of  nonunion  concerns  (many  of  which  have 
their  factories  outside  of  Illinois)  supplied  a  relatively  cheap  product,  and 
the  unionized  shops  were  eonofpelled  to  compete  with  them  in  the  open  market. 
These  closed  shops  finally  determined  to  eliminate  this  competition,  and  did  so 
in  this  way  : 

Through  an  organization  created  by  them  they  prevailed  upon  the  associa- 
tion of  carpenter  contractors  of  Chicago  (by  methods  which  I  need  not  now 
discuss)  to  enter  into  a  contract  with  the  United  Brotherhood  of  Cari)enter8 
(the  labor  union),  dated  June  1,  1918,  whereby  it  was  In  substance  agreed 
that  no  nonunion-made  millwork  was  thereafter  to  be  installed  by  carpenters 
in  buildings  in  Chicago.  The  practical  effect  of  this  agreement  has  been  to 
shut  out  of  the  Chicago  market  all  millw^ork  except  that  manufactured  by 
the  aforesaid  organized  asso<*iatlon  of  millmen  and  to  enable  the  latter  to 
dictate  the  price  of  their  product.  The  extent  to  which  these  prices  have  risen 
during  the  last  t\^o  and  one-half  yejrs  is  a  matter  of  conu)ion  knowledge  to 
everyone  in  the  trade,  and  still  constitutes  a  fonuldable  (»bstacle  to  building 
operation.*;.  In  general,  the  situatio}i  closely  resembles  that  existing  in  New 
York,  as  disclosed  in  the  case  of  Pulne  Lumber  Co.  r.  Xeal,  244  U.  S.,  459 
(alYg.  214  Fed.,  82;  affg.  212  F(d.,  259). 

As  I  view  it,  the  exemption  of  labor  unions  from  the  operation  of  the 
Sherman  Act  primarily  suggested  this  arrangement  and  made  the  scheme  pos- 
sible. Whatever  the  reason  be,  however.  It  is  apparent  that  the  plan,  both  in 
its  conception  and  operation,  inhibits  interstate  commerce,  removes  competition 
in  the  trade  in  question,  establishes  a  monopoly  therein,  and  is  one  of  the 
things  which  now  handicaps  the  building  industry  in  the  city.  And  it  is  a 
condition  which  would  seem  to  be  more  easily  remediable  through  the  arm 
of  the  Federal  (iovernnient  than  that  of  the  State  or  local. 

The  foregoing  statements  are  susceptible  of  proof  by  the  interests  I  rep- 
resent, which  will  cheerfully  supply  the  evidence  In  supp^^rt  thereof  upon 
request. 

The  Chairman.  You  represent  the  firm  of  Anderson  &  Lind? 

Mr.  Froehltch.  Anderson  &  Lind  Manufacturing  Co. 

The  Chaikman.  What  is  their  business? 

Mr.  Froehucii.  The  manufacture  and  sale  of  millwork. 

The  Chairman.  Are  they  located  in  the  city  of  Chicago? 

Mr.  Froehltch.  They  are,  sir. 

The  Chairman.  Are  they  connected  with  this  organization? 

Mr.  Froehlich.  They  are  not. 

The  Chairman.  How  long  have  they  been  in  business  here  in 
Chicago? 

Mr.  Froehlich.  Approximately  17  years. 

The  CHAiK:NrAN.  Do  they  manufacture  trim  and  doors  and  sashes? 

Mr.  Froehlich.  Everything  of  that  character. 

The  Chaiilman.  And  furnish  that  to  the  trade  of  Chicago  and 
other  places  in  the  country? 

Mr.  Froehlich.  Principally  in  Chicago  and  vicinity. 

The  Chairman.  Has  the  result  of  this  agreement  between  this 
group  of  trim  manufacturers  and  the  carpenters'  union  been  to  pre- 
vent your  concern  from 

Mr.  Froehlich.  It  has  hampered  them  to  a  very  great  extent  in 
doing  their  ordinary  business.  The  result  has  been  this,  that  through 
the  labor  unions — that  is  to  say,  the  United  Brotherhood— pressure 
has  been  brought  to  bear  upon  contractors  not  to  purchase  their 
material  from  the  concern  which  I  represent,  and  after  purchase 
they  have  refused  to  install  it,  or  at  least  to  make  trouble  in  and 
about  the  installation  of  the  millwork.  The  result  is,  as  I  view  it, 
this :  That  no  concern  manufacturing  nonunion  millwork,  or  at  least 
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conducting  an  open  shop  in  the  city  of  Chicago  or  outside  of  the 
city  of  Chicago,  can  expect  to  find  a  market  for  its  product  in  this 
city,  at  least  not  without  so  much  trouble  that  it  becomes  a  serious 
matter  in  the  conduct  of  its  business. 

The  Chairman.  Do  you  find  it  possible  to  furnish  your  product 
to  any  concerns  where  union  men  are  employed? 

Mr.  Froehlich.  Yes;  we  find  it  possible,  but  only  through  the 
operation  of  the  Federal  injunction  which  has  been  secured. 

The  Chairman.  So  you  have  a  Federal  injunction? 

Mr.  Froehuch.  No  ;  we  have  a  State  injunction. 

The  Chairman.  Covering  every*  transaction  ? 

Mr.  Froehlich.  Covering  every  transaction  so  far  as  the  labor 
union  is  concerned.  That  injunction  is  perpetual,  granted  by  the 
circuit  court  here,  and  forbids  the  governing  body  of  the  labor  union 
to  interfere  in  any  way  with  the  installation  by  us  of  our  millwork 
in  any  job  in  the  city  of  Chicago  and  forbidding  them  to  interfere 
with  contractors  and  owners  who  purchase  our  product. 

Senator  Kenyon.  Was  there  a  trial? 

Mr.  Froehlich.  There  was  a  full  trial,  and  the  case  was  appealed 
to  the  appellate  court  and  there  affirmed. 

Senator  Kenyon.  Did  you  make  the  showing  that  this  had  been 
done? 

Mr.  Froehlich.  Oh,  yes.  Well,  we  made  the  entire  showing  except 
so  far  as  this  particular  agreement,  which  I  speak  of  in  my  communi- 
cation, is  concerned.  That  has  been  entered  into  since  our  injunction 
was  granted,  but  I  will  say  that  there  is  now  pending  on  behalf  of 
my  client,  a  proceeding  against  all  of  the  parties  in  interest  whom 
I  have  outlined  here,  to  oeclare  this  agreement  null  and  void,  both 
upon  the  ground  of  it  being  an  interference  with  interstate  com- 
merce and  upon  the  general  equitable  principle^  and  to  enjoin  all  of 
these  parties  in  passing  that  agreement  or  taking  any  steps  in  fur- 
therance of  it.  That  case  is  now  pending  and  will  shortly  be  reached 
forbearing. 

Senator IKenyon.  Now,  the  Association  of  Carpenter  Contractors 
made  a  contract  with  the  United  Brotherhood  of  Carpenters  whereby 
nonunion-made  millwork  was  not  to  be  installed  by  the  carpenters 
in  Chicago? 

Mr.  Froehlich.  I  have  brought  a  copy  of  that  contract. 

Senator  Kenyon.  You  have  the  contract  here? 

Mr.  Froehlich.  That  contract  contains  this  provision:  "There 
shall  be  no  restrictions  against  the  use  of  any  manufactured  material 
excepting  nonunion  and  prison  made." 

Senator  Kenyon.  How  large  an  order  is  the  United  Brotherhood 
of  Carpenters?    Does  it  cover  all  the  carpenters  of  the  city? 

Mr.  Froehlich.  The  brotherhood  covers  all  of  the  carpenters 
throughout  the  country  and,  of  course,  has  its  various  organizations 
in  each  city.  The  brotherhood  is  the  same  brotherhood  that  includes 
all  of  the  carpenters  throughout  the  Nation. 

Senator  Kenyon.  With  your  injunction  do  you  have  any  difficulty 
in  supplving  this  nonunion-made  stuff? 

Mr.  J*roehlich.  I  can  only  say  we  have  difficulties,  but  they  are 
not  insuperable  difficulties. 

Senator  Kenyon.  Previous  to  that  you  could  not  secure  the  use  of 
vour  material  ? 
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Mr.  Froehlich.  No  ;  could  not  secure  the  use  of  our  material  and 
pressure  was  brought  to  bear  upon  the  purchasers  of  our  product  so 
that  they  would  not  buy  from  us. 

Senator  Kenyon.  Do  you  know  that  that  was  done  to  other  non- 
union-made materials? 

Mr.  Froehlich.  I  don't  know  what  was  done  about  that  in  the 
past,  but  I  think  the  fact  is  now  there  is  no  concern  outside  of  the 
concern  I  represent,  practically  speaking,  that  attempts  to  sell  its 
millwork  in  the  city  of  Chicago  for  buildinc  purposes. 

Senator  Kenyon.  How  did  that  affect  the  prices  of  building  ma- 
terial? 

Mr.  Frobhmch.  I  can  not  answer  just  how  that  in  particular  did 
atfect  it,  but  the  prices  of  this  particular  class  of  material  have 
mounted  sky-high  m  the  last  few  years. 

Senator  Kenyon.  What  is  this  Fayne  Lumber  Co.  case,  in  brief? 

Mr.  Froehlich.  That  case  involved  substantially  the  same  situation 
which  existed  in  the  city  of  New  York  as  I  have  outlined  in  my  state- 
ment. A  suit  was  brought  by  the  Payne  Liunber  Co.,  of  Oshkosh, 
Wis.,  and  a  number  of  other  mill  concerns,  in  the  Federal  court  in 
New  York  Citv  to  declare  a  similar  agreement  void  and  for  perpetual 
injunction.  The  Supreme  Court  held  by  a  vote  of  5  to  4  that,  while 
that  agreement  was  a  void  agreement,  the  Payne  Lumber  Co.  and  the 
complainant  in  that  case  sunered  no  special  damage  beyond  that  suf- 
fered by  anyone  else  outside  of  the  jurisdiction  and  could  not  main- 
tain that  particular  suit.  They  did  not  say  that  it  could  not  be  main- 
tained by  some  one  who  had  suffered  a  special  damage.  I  think  there 
were  three  or  four  dissenting  opinions,  and  almost  all  of  the  judges 
had  a  little  different  idea  of  what  the  law  was  on  the  subject. 

Senator  Kenyon.  And  your  view  is  that  that  is  brought  about 
largely  through  the  exemption  in  the  Sherman  Act  ? 

Mr.  Froehlich.  Well,  my  view  of  it  was  that  at  least  in  its  incep- 
tion it  was.  Senator,  that  the  fact  that  labor  unions  are  exempted 
under  the  Sherman  Act  probably  led  some  fertile  brain  to  conceive 
the  idea  of  using  the  labor  union  as  a  means  of  accomplishing  that 
end.  Were  it  not  for  the  assistance  of  the  labor  unions  it  would  be 
impossible  to  work  out  any  such  scheme. 

Senator  Kenyon.  Was  "there  some  particular  conflict  here  between 
the  employers  and  the  corpenters'  association  some  time  ago  outside 
of  this  controversy  of  yours  ? 

Mr.  Froehlich.  I  can  not  answer  that  question. 

Senator  Kenyon.  Now,  j^ou  speak  of  having  your  proof  in  the 
affidavits— of  furnishing  this  proof.    What  is  your  proof? 

Mr.  Froehlich.  That  proof  would  be  a  large  number  of  witnesses, 
probably  50  or  more,  together  with  various  documents. 

Senator  Kenyon.  What  would  be  the  ultimate  facts  that  you  would 
establish  by  those  witnesses? 

Mr.  Froehlich.  I  think  we  could  establish  by  those  witnesses  and 
the  documents  clearly  that,  as  I  set  forth  in  tnis  statement,  in  the 
interest  of  the  mill  concerns  who  conduct  a  closed  shop,  this  agree- 
ment between  the  carpenter  contractors  and  the  labor  unions  was 
entered  into  so  as  to  bar  from  the  Chicago  field  the  product  prin- 
cipally of  outside  mill  concerns  who  did  not  conduct  the  closed  shop, 
thereby  eliminating  that  competition. 
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Senator  Kenton.  How  long  did  that  condition  continue? 

Mr.  Froehlich.  This  condition? 

Senator  Kenton.  Yes. 

Mr.  Froehlich.  Since  April,  1918. 

Senator  Kenton.  By  the  way,  what  was  the  date  of  your  injunc- 
tion? 

Mr.  Froehlich.  Our  injunction  was  granted  in  1914. 

Senator  Kenton.  Well,  does  the  condition  exist  now  outside  of 
your 

Mr.  Froehlich.  It  exists  to-day. 

Senator  Kenton.  It  exists  to-day  in  Chicago  ? 

Mr.  Froehlich.  In  our  opinion,  in  a  time  of  normal  production, 
normal  consumption  of  building  material,  including  products  of  the 
members  of  this  organization  which  conduct  a  closed  shop,  could  not 
produce  the  necessary  amount  of  millwork  required  in  this  coimty. 

Senator  Kenton.  But  in  Chicago  to-day.  outside  of  your  instance, 
which  is  covered  by  injunction,  is  it  true  tnat  nonunion-made  mate- 
rial can  not  enter  into  construction  ? 

Mr.  Froehijch.  Can  not  enter  except  in  isolated  cases  where  they 
could  not  follow  up,  but  it  can  not  enter  in  any  considerable  amount. 

Senator  Kenton.  Have  you  studied  that  question  to  know  whether 
it  is  true  in  other  cities  of  the  United  States? 

Mr.  Froehlich.  Not  except  as  in  New  York,  as  I  say,  tlie  condi- 
tion is  clearly  disclosed  by  tnat  case,  which  is  a  very  recent  case. 

Senator  Iventon.  AVhat  effect,  in  your  judgment,  did  that  condi- 
tion have  on  prices  of  building  material? 

Mr.  Froehlich.  It  seems  to  me  the  necessary  result  would  be  much 
higher  prices. 

Senator  Kenton.  So  you  believe  that  is  one  of  the  contributing 
causes  toward  the  higher  prices? 

Mr.  Froehlich.  Personally  I  have  no  doubt  of  it  from  my  study 
of  the  situation. 

The  Chairman.  Your  concern  to-day  bids  for  millwork  in  the  city 
of  Chicago? 

Mr.  Froehlich.  Oh,  yes ;  freely. 

The  Chairman.  And  gets  some  of  the  work  ? 

Mr.  Froehijch.  Yes. 

The  Chairman.  Gets  it  put  up  by  union  carpenters? 

Mr.  Froehlich.  Some  time,  after  considerable  trouble,  but  we  have 


it  put  up. 
The  Ch 


Chairman.  And  as  far  as  you  know,  no  other  nonunion  mill 
concern  in  Chicago  is  attempting  to  compete  in  this  market? 

Mr.  Froehlich.  None  of  any  importance  whatever.  Now,  mind, 
I  do  not  mean  to  say  that  no  nonunion  millwork  concern  may  sell  to 
some  union  concern  which  may  palm  it  off  as  union  products,  or 
utilize  it  in  some  other  way,  but  I  mean  for  building  purposes  directly 
and  contractors  and  owners  of  property. 

The  Chairman.  For  your  information,  and  for  the  record,  I  might 
say  from  my  own  knowledge  that  doors  and  sashes  are  coming  into 
New  York  from  outside  the  city  of  New  York  and  being  used  quite 
generally  there,  but  the  union  carpenters  seem  to  have  detemiilied 
that  no  finishe<l  product  shall  be  used.  Doors  and  sashes  come  in 
and  are  used  to-day  quite  generally. 
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Mr.  Froehlich.  Well,  the  situation  is  more  extensive  here  than  it 
is  there. 

The  Chairman.  Have  you  any  knowledgej  or  has  it  ever  been  sug- 
gested to  you  hy  anybodj  that  if  you  paid  money  to  any  union 
interest  here,  union  labor  interest,  your  business  would  be  allowed  to 
continue  without  interruption? 

Mr.  Froehmch.  No.   No  ;  I  would  not  want  to  say  that. 

The  Chairman.  There  has  been  some  suggestion  in  New  York 
that  men  doinjj  business  there,  or  trying  to  do  business,  were  pre- 
vented from  domg  business  unless  they  paid  for  the  privilege.  That 
has  been  brought  out  in  this  Lockwood  investigation  in  the  last  week 
or  two. 

Mr.  Froehlich.  I  know  of  nothing  in  connection  with  our  affairs 
that  would  warrant  any  such  statement. 

The  Chairman.  For  instance,  it  has  never  come  to  you  that  if  you 
sold  somebody  that  would  be  taken  care  of? 

Mr.  Froehlich.  No.  I  think  whatever  overtures  have  been  made 
have  been  made  on  the  basis  of  paying  expenses  and  money  in  order 
to  unionize  the  shop,  not  for  the  purpose  of  doing  business  surrepti- 
tiously. 

The  Chairman.  Have  you  any  knowledge  that  these  so-called 
closed  shops  are  paying  tribute  to  the  unions  here? 

Mr.  Froehlich.  No. 

The  Chairman.  The  suggestion  was  made  in  New  York  that  cer- 
tain building  concerns,  certain  free  stone  concerns,  certain  plumbing 
concerns  are  paying  so  much  each  month  to  Brindell,  for  instance, 
*  whose  name  has  been  used  q^uite  generally  in  New  York.  Have  you 
any  knowledge  of  such  conditions  here  ? 

Mr.  Froehlich.  None  whatever. 

The  Chairman.  You  come  to  complain  of  the  fact  that  through  an 
arrangement  with  mill  owners  and  the  carpenters'  union  that  you  are 
debarred  from  doing  business,  and  that  is  against  the  public  good? 

Mr.  Froehlich.  Exactly.  Not  only  that  we  are  debarred,  but  very 
much  larger  concerns  are  debarred  from  doing  business. 

Senator  Kjenyon.  You  speak  of  documentary  proof  that  you  have 
here. *  What  is  the  nature  of  that? 

Mr.  Froehlich.  Well,  all  I  brought  along,  all  I  could  lay  my 
hands  on — I  just  telephoned — was  this  contract. 

Senator  Kenton.  Will  you  leave  that  with  us? 

Mr.  Froehlich.  I  will  be  very  glad  to  do,  so.  I  have  brought  a 
<;opy  of  the  proceeding  which  I  filed  to  declare  that  contract  void. 
If  you  care  to  have  that,  which  sets  up  under  oath  the  claim  of  my 
clients  and  proof  of  these  facts  I  have  stated. 

Senator  Kenton.  Can  you  spare  us  that  copy  ? 

Mr.  Froehlich.  I  will  oe  fflad  to. 

Senator  Kenton.  We  would  like  to  have  that. 

The  Chairman.  Is  that  all? 

Mr.  Froehlich.  That  is  all. 
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(The  documents  referred  to  by  Mr.  Froehlich  are  here  printed  in 
full,  as  follows:) 

AGREEMENT  AND  WORKING  RULES  BETWEEN  CARPENTER  CON- 
TRACTORS' ASSOCIATION  OF  CHICAGO  AND  CARPENTERS'  DIS- 
TRICT COUNCIL  OF  CHICAGO,  COOK  COUNTY,  AND  VICINITY. 

[Id  effect  June  1,  1918,  to  May  dl,  1921.] 

PREAMBLE. 

We,  the  members  of  the  Carpenter  Contractors*  Association  of  Chicago  and 
the  members  of  the  Carpenters'  District  Council  of  Chicago,  Cook  County,  and 
Vicinity,  for  the  purpose  of  lawfully  promoting  our  mutual  interests  and  in 
order  to  maintain  our  present  peaceful,  just,  and  equitable  relations,  and  in  the 
future  to  promote  and  better  the  conditions  in  the  carpenter  trade  and  the 
building  industry  In  general,  do  in  good  faith,  through  our  officers,  enter  into> 
the  following  agreement: 

1.  This  agreement  made  this  1st  day  of  June,  1918,  by  and  between  the  Car- 
penter Contractors'  Association  of  Chicago,  party  of  the  first  part,  and  the 
Carpenters'  District  Council  of  Chlcaga,  Cook  County,  and  Vicinity,  party  of 
the  second  part,  for  the  purpose  of  preventing  strikes  and  lockouts  and  facili- 
tating a  peaceful  adjustment  of  all  grievances  and  disputes  which  may  from 
time  to  time  arise  between  the  employers  and  employees  In  this  trade. 

2.  Witnesseth  that  both  parties  hereby  agree  that  there  shall  be  no  strikes, 
lockouts,  or  stoppage  of  work  without  the  sanction  of  the  joint  conference 
board,  of  which  parties  hereto  are  members,  and  that  they  will  by  all  lawful 
means  compel  their  members  to  comply  with  the  arbitration  agreement  and 
working  rules  as  jointly  agreed  upon  and  adopted,  and  that  where  a  member 
or  members  affiliated  with  either  of  the  two  parties  in  this  agreement  refuse 
to  do  so  they  shall  be  suspended  from  membership  in  the  association  or  union 
to  which  they  belong. 

It  is  understood  that  In  all  buildings  or  jobs  under  construction,  alterations^ 
and  repairs,  no  member  of  the  second  party  shall  be  deprived  of  his  right  as  an 
individual  to  refuse  to  work  in  Immediate  conjunction  with  anyone  in  his 
own  trade  on  any  construction  work  which  is  not  proceeding  in  accordance 
with  the  terms  of  the  joint  arbitration  agreement  and  working  rules  mutually 
agreed  on  in  the  trade,  and  with  the  terms  of  the  joint  agreement  in  force- 
between  the  Building  Construction  Employers'  Association  and  the  Chicago 
Building  Trades  Council. 

8.  Principles  upon  which  this  agreement  is  based:  Both  parties  hereto  this 
day  hereby  adopt  the  following  principles  as  an  absolute  basis  for  their  joint 
agreement  and  working  rules  and  to  govern  the  action  of  the  joint  arbitration 
board  as  her^nafter  provided  for. 

(1)  That  there  shall  be  no  limitations  as  to  the  amount  of  work  a  man  shall 
perform  during  his  working  day. 

(2)  That  there  shall  be  no  restriction  of  the  use  of  machinery  or  tools. 

(3)  There  shall  be  no  restrictions  against  the  use  of  any  manufactured  mate- 
rial except  nonunion  and  prison  made.  This  shall  not  iapply  to  machine-made 
flooring,  ceiling,  or  ceiling  partition,  planed  lumber,  timber,  or  hardware  of  any 
kind. 

(4)  That  no  person  shall  have  the  right  to  Interfere  with  workmen  during 
working  hours. 

(5)  That  the  use  of  apprentices  shall  not  be  prohibited. 

(6)  That  the  foreman  shall  be  the  agent  of  the  employer. 

(7)  That  the  workmen  are  at  liberty  to  Work  for  whomsoever  they  see  fit, 
but  they  shall  demand  and  receive  the  wages  agreed  upon  by  the  joint  board  in 
this  trade  under  all  circumstances. 

(8)  That  employers  are  at  liberty  to  employ  and  discharge  whomsoever  they 
see  fit. 

4.  Arbitration  board:  Both  parties  hereto  agree  that  they  will  at  their  an- 
nual  election  each  year  select  an  arbitration  committee  to  serve  for  one  year, 
or  until  their  successors  are  selected  and  qualified.  In  case  of  death,  expulsion, 
removal,  or  disqualification  of  a  member,  or  members  of  the  arbitration  com- 
mittee, such  vacancy  shall  be  filled  by  the  association  or  union  at  its  next  regular 
meeting,  party  of  the  first  part  being  conceded  the  right  to  elect  members  of 
the  committee  In  accordance  with  the  constitution  of  their  association. 
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5.  Number  of  members:  The  arbitration  committee  for  each  of  the  two 
parties  hereto  shall  consist  of  5  members,  who  shall,  within  80  days  after  the 
completion  and  sluing  of  this  agreement,  meet  and  form  the  joint  arbitration 
board  by  electing  a  president,  secretary,  treasurer,  and  umpire,  and  there- 
after meet  not  later  than  the  third  Monday  of  January  in  each  year  in  joint 
session  when  they  shall  organize  a  joint  arbltratiton  board  for  the  ensuing 
year. 

6.  Qualifications  of  members  of  the  arbitration  board:  No  member  who  is 
not  engaged  in  the  trade,  or  holds  a  public  office,  either  elective  or  appointive^ 
under  the  municipal,  county.  State,  or  National  Government,  shall  be  eligible 
to  act  as  the  representative  in  the  trade  joint  arbitration  board;  and  any 
member  shall  become  disqualified  to  act  as  a  member  of  the  trade  joint  arbi- 
tration board  and  cease  to  be  a  member  thereof  immediately  upon  his  election 
or  appointment  to  any  public  office  or  employment.  This  clause,  however,  may 
be  waived  by  unanimous  consent  of  the  joint  arbitration  board. 

7.  Umpire :  An  umpire  shall  be  selected  who  is  in  nowise  affiliated  with  this 
trade.  In  the  event  of  any  umpire  for  any  reason  being  unable  to  serve,  any 
unsettled  dispute  within  the  jurisdiction  of  this  agreement  shall  be  settled  by 
the  joint  conference  board  and  Its  decision  shall  be  final  and  binding  upon  all 
parties  to  this  agreement 

8.  Joint  conference  board:  Both  parties  to  this  agreement  hereby  agree  to 
recognize  and  abide  by  the  decisions  of  the  joint  conference  board  created 
under  the  terms  of  the  joint  agreement  between  the  Building  Construction  Em- 
ployers' Association  and  the  Chicago  Building  Trades  Council,  of  which  the 
parties  to  this  agreement  are  members.  Should  a  dispute  arise  between  either 
party  to  this  agreement  and  any  other  body  of  employers  or  employees  and  the 
parties  in  controversy  are  unable  to  adjust  the  same,  said  dispute  will  at  once 
be  taken  up  and  decided  by  the  joint  conference  board. 

9.  Power  of  board:  The  joint  arbitration  board  shall  have  full  power  to 
enforce  this  agreement  entered  into  between  the  parties  hereto  and  to  make 
and  enforce  all  lawful  working  rules  governing  both  parties.  No  strikes  or 
lockouts  shall  be  resorted  to,  pending  the  decision  of  the  joint  arbitration  board 
or  the  joint  conference  board. 

10.  Time  of  meeting :  The  joint  arbitration  board  shall  meet  upon  72  hours' 
notice  to  transact  business  upon  written  request  of  either  party  hereto  unless 
otherwise  provided  for  in  this  agreement. 

11.  Rules  of  procedure:  When  a  dispute  or  grievance  arises  between  a 
journeyman  and  his  employer  (parties  hereto),  the  question  at  issue  shall  be 
submitted  in  writing  to  the  presidents  of  the  two  organizations,  and  upon  their 
failure  to  meet  within  48  hours  and  agree  and  settle  it,  or,  if  one  party  to  the 
dispute  is  dissatisfied  with  their  decision,  it  shall  then  be  submitted  to  the 
Joint  arbitration  board  at  their  next  meeting.  They  shall  hear  the  evidence 
and  decide  In  accordance  therewith.  All  verdicts  shall  be  decided  by  ma- 
jority vote,  by  secret  ballot,  be  rendered  in  writing  and  be  final  and  binding 
upon  both  parties.  If  the  joint  arbitration  board  is  unable  to  agree,  the  umpire 
shall  be  requested  to  sit  with  them,  and  after  he  has  heard  the  evidence,  cast 
the  deciding  vote.  In  the  event  of  any  dispute  or  grievance  arising  between  the 
officers,  business  agents,  or  individual  members  of  the  party  of  the  second 
part  and  their  employers,  party  of  the  first  part,  or  their  officials  or  individual 
members  for  any  cause  whatsoever,  there  shall  be  no  cessation  or  abandonment 
of  the  work  on  the  part  of  either  party  to  this  agreement  or  any  of  their 
members,  individually  or  collectively,  but  such  grievance  or  dispute  shall  be 
settled  as  provided  for  in  articles  2,  8,  and  U  of  this  agreement 

12.  Power  to  summon  members:  The  Joint  arbitration  board  has  the  right 
to  summon  any  member  or  members  affiliated  with  either  party  hereto  against 
whom  complaint  is  lodged  for  breaking  this  Joint  arbitration  agreement  or  work- 
ing rules,  and  also  to  appear  as  witness.  The  summons  shall  be  handed  to 
the  president  or  secretary  of  the  association  or  union  to  which  the  member 
belongs  and  he  shall  cause  the  member  or  members  to  be  notified  to  appear 
before  the  Joint  arbitration  board  on  the  date  set.  Failure  to  appear  when 
notified,  except  (in  the  opinion  of  the  board)  valid  excuse  Is  given,  shall  sub- 
ject a  mc»mber  to  a  fine  of  $25  for  the  first  default,  $50  for  the  second,  and  sus- 
pension for  the  third. 

13.  Salary:  The  salary  of  a  representative  of  the  Joint  arbitration  board 
shall  be  paid  by  the  association  or  union  he  represents. 

14.  Stopping  of  work  and  penalties:  No  member  or  members  affiliated  with 
second  party  shall  leave  his  or  their  work  because  nonunion  men  In  some  line 
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other  than  that  of  building  construction  work  are  employed  on  the  building:  or 
Job  or  because  nonunion  men  In  any  line  of  work  or  trade  are  employed  (except 
on  building  construction  work)  on  any  other  building  or  Job;  or  stop,  or  cause 
to  be  stopped,  any  work  under  construction  for  any  member  or  members  affili- 
ated with  the  first  party,  except  as  provided  In  this  agreement,  under  penalty 
of  a  fine  of  not  less  than  $25.  Any  member  or  members  affiliated  with  either 
of  the  two  parties  hereto  violating  any  part  of  this  agreement  or  the  working 
rules  established  by  the  Joint  arbitration  board  shall  be  subject  to  a  fine  of 
from  $10  to  $300,  which  fine  shall  be  collected  by  the  president  of  the  association 
or  union  to  which  the  offending  member  or  members  belong,  and  by  him  paid 
to  the  treasurer  of  the  Joint  arbitration  board  not  later  than  five  days  after 
the  date  of  levying  the  fine. 

15.  Collection  of  i)enalties  and  suspension :  If  the  fine  Is  not  paid  by  the 
offender  or  offenders,  it  shall  be  paid  out  of  the  treasury  of  the  asso(*iatIon  or 
union  of  which  the  offender  or  offenders  were  members  at  the  time  the  fine  was 
levied  against  him  or  them,  and  within  60  days  from  date  of  levying  same,  or 
in  lieu  thereof  the  association  or  union  to  which  he  or  they  belong  shall  susi)end 
the  offender  or  offenders  and  officially  certify  such  suspension  to  the  Joint  arbi- 
tration board  within  60  days  from  the  time  of  fining,  and  the  Joint  arbitration 
board  shall  cause  a  suspension  decree  to  be  read  by  the  president  of  both  the 
association  and  the  unl^^n  at  their  next  regular  meeting.  No  one  who  has  been 
suspended  from  membership  in  the  association  or  union  for  neglect  or  refusal 
to  abide  by  the  decision  of  the  Joint  arbitration  board  can  again  be  admitted 
to  membership  except  by  paying  his  fine  or  by  unanimous  consent  of  the  Joint 
arbitration  board.  All  fines  assessed  by  the  Joint  arbitration  board  and  col- 
lected during  the  year  shall  be  distributed  as  provided  for  in  article  14  of  the 
working  rules. 

16.  Abandonment  of  work :  The  abandonment  of  work  by  the  Individual  mera- 
1)ers  of  the  party  of  the  second  part,  either  separately  or  collectively,  by  con- 
certed or  separate  action,  on  any  building  or  buildings,  being  (Constructed  bv  or 
for  any  member  of  party  of  the  first  part,  will  be  considered  a  breach  of  this 
agreement,  unless  the  party  of  the  second  part,  upon  demand,  furnishes  within 
24  hours  an  equal  number  of  competent  men  for  such  work. 

17.  Scarcity  of  help:  If  after  48  hours'  notice  to  the  party  of  the  second  part 
they  are  unable  to  furnish  to  all  members  of  the  parties  of  the  first  part  a 
required  nuniber  of  mechanics,  then  the  party  of  the  first  part  shall  be  entitled 
to  procure  and  employ  the  men  required.  Such  men  shall  be  affiliated  with  th<» 
international  union,  of  whom  the  party  of  the  second  part  is  a  part  and  shall 
be  amenable  to  the  rules  and  regulations  of  the  local  union  of  the  party  of  the 
second  part. 

18.  Quorum :  Two-thirds  of  the  members  present  (but  not  less  than  two  of 
any  one  party)  shall  constitute  a  quorum  In  the  Joint  arbitration  board,  but 
the  chairman  of  each  of  the  two  arbitration  committees  shall  have  the  right 
to  cast  a  vote  in  the  Joint  arbitration  board  for  any  absent  member  of  his 
committee. 

19.  Foreman :  The  foreman,  if  any,  shall  be  selected  by  and  be  the  agent  of 
the  employer.  He  shall  be  a  competent  mechanic  In  his  trade  and  subject  to 
the  terms  of  this  agreement  and  Its  working  rules  and  decisions  of  the  Joint 
arbitration  board. 

20.  Steward :  The  steward,  if  any,  shall  represent  the  Journeyman.  He 
shall  be  elected  by  and  from  among  the  men  in  his  trade  working  on  the 
same  building  or  Job,  and  shall  while  acting  as  steward  be  subject  to  the  rules 
and  decisions  of  the  Joint  arbitration  board.  No  salary  shall  be  paid  to  a 
Journeyman  for  acting  as  steward.  He  shall  not  leave  his  work  or  Interfere 
with  workmen  during  worklnsr  hours.  He  shall  always,  while  at  work,  carry 
a  copy  of  the  working  rules  with  him. 

21.  Rights  of  presidents  to  visit  Jobs:  The  presidents  or  their  representa- 
tives carrying  proper  credentials  shall  be  allow^ed  to  visit  Jobs  during  work- 
ing hours  to  interview  the  contractor,  steward,  or  men  at  work,  but  shall  In 
no  way  hinder  the  progress  of  the  work. 

22.  Handling  of  tools,  etc. :  The  handling  of  all  tools,  etc.,  working  ma- 
chinery and  appliances  shall  be  done  by  members  parties  to  this  agreement 
and  helpers  in  the  trade  who  are  using  same  in  their  work. 

2.S.  Holidays:  The  following  days  (or  days  celebrated  as  such)  .shall  be 
recognized  as  legal  holidays:  New  Year's  Day,  Decoration  Day,  Fourth  of 
.July,  Labor  Day,  Thanksgiving  Day,  and  Christmas  Day.  No  work  shall  be 
done  on  these  days  except  to  protect  life  or  property. 
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24.  Affiliations:  Both  parties  to  this  agreement  hereby  agree  that  they  will 
not  affiliate  or  connect  themselves  with  any  other  body  whose  rules  or  by- 
laws now  or  in  the  future  conflict  with  this  agreement. 

25.  Conflicting  rules:  No  by-laws  or  rules  conflicting  with  the  arbitration 
Agreement  or  working  rules  agreed  upon  shall  be  passed  or  enforced  by  either 
party  hereto  against  any  of  its  affiliated  members. 

26.  Termination  of  agreement:  It  is  agreed  by  both  parties  that  this  agree- 
ment shall  remain  in  full  force  and  effect  from  the  date  of  the  same  to  May 
31,  1921.  Parties  to  this  agreement  further  agree  that  the  joint  arbitration 
board  shall  meet  and  complete  a  new  agreement  on  or  before  February  1, 
1921. 

WORKING  RULES. 

Abtiolb  I. 

Hours, — Eight  hours  shall  constitute  a  day*8  work,  between  the  hours  of 
8  a.  m.  and  5  p.  m.,  except  on  Saturday,  when  work  shall  stop  at  12  o'clock  nooa 
Tvith  four  hours'  pay  for  that  day. 

. '. .  . 
Ajtncufi  IL 

OVKRTIME  AND  H0IJDAT8. 

Double  time  shall  be  paid  for  all  work  done  after  the  regular  work  day  and 
there  shall  be  an  intermission  of  not  less  than  30  minutes  before  resuming 
work,  unless  otherwise  ordered  by  either  of  the  two  presidents.  Double  time 
shall  be  paid  for  all  work  done  from  12.30  Saturday  noon  until  Monday  morn- 
ing, 7.30,  and  the  following  six  holidays,  or  days  celebrated  as  such :  Decora- 
tion Day,  Fourth  of  July,  Labor  Day,  Thanksgiving  Day,  Christmas  Day,  and 
New  Year's  Day.  Sunday  and  holiday  time  to  cover  any  time  during  tht*  24 
hours  of  said  calendar  day. 

No  work  shall  be  done  between  12.30  Saturday  noon  and  7.30  a.  m.  Monday 
and  all  holidays  without  a  pt^rmlt  from  the  <'an)enters'  district  council  on  Satur- 
day morning.  Party  of  the  first  part  shall  at  once  be  notified  by  both  tele- 
phone and  letter  of  the  issuing  of  any  such  permits,  and  they  shall  also  be 
reported  at  the  next  regular  meeting  of  the  joint  arbitration  board,  giving  the 
names  of  employer,  location  of  job,  and  number  of  men  employed. 

Artici^  III. 

EXTRA    SHIFTS. 

When  work  Is  carried  on  in  two  or  more  shifts,  the  second  and  third  shifts 
shall  receive  eight  hours'  pay  for  seven  hours'  work;  any  less  than  seven  hours 
to  be  considered  as  overtime,  unless  owing  to  bad  weather  or  conditions  beyond 
the  control  of  the  contractor.  The  same  men  shall  not  work  on  more  than  one 
shift.    Double  time  for  all  Sundays  and  above-mentioned  holidays. 

Article  IV. 

LABOR  DAY. 

No  work  shall  be  done  on  Labor  Day  except  by  written  consent  of  the  two 
presidents. 

Article  V. 

WAGES. 

The  minimum  rate  of  wages  until  May  31,  1921,  shall  be  80  cents  p<^r  hour, 
IMiyable  in  currency  of  the  United  States. 

The  party  of  the  second  part  shall  receive  the  wages  agreed  upon  by  the 
joint  arbitration  board  in  this  trade  under  all  circumstances.  It  is  further 
agreed  by  the  parties  of  the  first  port  to  hire  no  one  in  this  trade  except  to 
whom  he  or  they  shall  pay  the  wages  agree<l  upcm  by  the  joint  arbitration 
hoard. 
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Article  VI. 

PAY  DAY. 

It  is  agreed  that  the  workmen  shall  be  paid  on  Saturday  of  each  week  ex> 
cept  when  the  regular  pay  day  is  a  legal  holiday,  in  which  case  the  contractor 
shall  pay  the  day  before  or  the  day  after  the  regular  pay  day  and  not  later  tban 
quitting  time. 

The  wages  to  be  paid  in  full  up  to  and  including  the  Thursday  night  pre- 
ceding pay  day.  When  the  workman  quits  of  his  own  accord  he  shall  receive 
his  pay  on  the  next  regular  pay  day.  When  a  man  is  discharged  or  laid  o4f 
he  shall  be  paid  either  in  cash  on  the  work  or  be  given  a  time  check,  four  hours 
extra  added  for  traveling  time,  said  extra  hours  to  be  added  by  the  person 
giving  the  time  check,  which  shall  be  paid  on  presentation  at  the  office  of  the 
employer;  and  if  it  is  not  paid  promptly  upon  his  arrival  at  the  office,  and  if 
he  remains  there  during  working  hours,  he  shall  be  paid  the  minimum  wages 
for  such  waiting  time,  Sundays  and  holidays  excepted. 

When  a  man  is  hired  and  reports  for  work  unless  prevented  by  weather  con- 
dition or  lack  of  material,  he  shall  be  paid  not  less  than  four  hours'  pay. 

Every  contractor  shall  provide  a  safe  place  for  storing  workmen's  tools  on 
each  job,  and  if  any  complaint  comes  from  the  steward  on  the  job  it  shall  be 
investigated  by  the  two  presidents  or  their  representatives,  and  if  they  can  not 
agree  same  shall  at  once  be  taken  up  by  the  joint  arbitration  board  after  notice 
to  the  contractor  either  by  the  two  presidents  or  their  representatives  or  the 
joint  arbitration  board  that  a  safe  place  has  not  been  provided,  then  the  con- 
tractor shall  pay  50  per  cent  of  any  loss  sustained  by  workmen  by  reason  of 
loss  sustained  for  stolen  tools. 

Abticle  VII. 

No  contractor  party  of  this  agreement  will  sublet  the  erection  of  any  of  his 
carpentry  or  any  part  thereof  except  stair  work. 

When  stair  work  is  sublet  it  is  to  be  let  directly  to  the  manufacturer.  Nor 
will  any  journeyman  who  is  affiliated  with  the  party  of  the  second  part  work 
for  any  person  who  takes  piece  or  lump  work  in  any  shape  or  manner.  Neither 
will  any  journeyman  work  for  any  employers  at  carpentry  who  is  not  a  mem- 
ber of  the  original  parties  to  this  agreement,  unless  such  employer  shall  have 
come  to  the  joint  arbitration  board  and  shall  have  read  and  voluntarily  signed 
this  agreement  as  party  of  the  first  part  and  agrees  to  be  bound  thereby  tiie  same 
as  any  member  of  the  first  party  hereto. 

Upon  doing  this  the  joint  arbitration  board  will  issue  a  certificate  for  the 
life  of  this  agreement  and  for  which  a  fee  of  $50  will  be  charged  to  be  paid  to  the 
treasurer  of  the  joint  arbitration  board  to  help  defray  expenses  of  the  joint 
arbitration  board  and  if  there  should  be  any  left  at  the  expiration  of  this  agree- 
ment, after  paying  all  necessary  expenses  incurred  by  tlie  joint  arbitration  board, 
same  shall  be  divided  between  the  carpenter  contractors'  association  and  the  car- 
penters' district  counclL 

All  employers  will  post  conspicuously  the  name  and  address  of  the  employer 
on  the  building. or  job  where  any  member  of  the  second  party  is  employed. 

It  is  agreed  that  no  contractor  or  any  member  of  any  contracting  firm  parties 
hereto  will  use  tools  on  any  job. 

Abticle  VIII. 

Any  member  of  the  second  party  to  this  agreement  who  is  or  desires  to  be- 
come a  contractor  shall  first  sign  this  agreement  in  duplicate  as  party  of  the 
first  part  and  shall  then  obtain  a  certificate  from  the  joint  arbitration  board  to 
such  effect  without  cost  to  him,  which  certificate  shall  be  surrendered  upon  such 
member  going  back  to  work  as  a  journeyman. 

Abticle  IX. 

ICATEBIAL. 

It  is  mutually  agreed  that  the  party  of  the  first  part  will  furnish  all  of  the 
material  in  the  erection  and  completion  of  all  buildings  and  jobs.  Any  violation 
of  this  article  will  subject  the  party  of  the  first  part  to  a  fine  of  from  $800 
to  $1 ,000. 
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Article  X. 

CAKPBNTEB  WOBK  DESCBIBBD. 

The  party  of  the  second  part  will  furnish  all  the  labor  required  for  carpen- 
ter work  In  the  erection  and  completion  of  all  buildings  and  Jobs.  False  work, 
floors,  framing,  centers  for  all  arches  (except  hanging  centers  for  the  fireproof 
arches  \\ithout  reinforced  concrete),  all  sidewalks  and  building  protection, 
boxing  for  concrete  walls  and  piers,  fitting  and  hanging  of  sash,  transoms  and 
doors,  cutting,  fitting,  and  applying  all  hardware,  weather  strips,  coping,  and 
mltering  base,  chair  rail  and  plate  rail,  cutting,  nailing,  and  screwing  in  all 
stops,  building  and  erecting  all  stairs,  including  all  bench  and  machine  work, 
also  all  soffits,  paneling,  wainscoting,  and  railing,  all  seats,  beams,  columns, 
and  pilasters  connected  with  the  stairs.  The  setting  and  erection  of  all  metal- 
covered  trim  or  doors,  and  all  hollow  steel  trim  or  door,  stripping  for  metal 
ceilings,  boxing  for  metal  cornices,  all  cork  for  floors  and  insulation  (where 
same  is  not  laid  in  mortar),  all  dock,  pier,  wharf,  shipbuilding  and  pile  driv- 
ing, all  millwright  work,  transit  asbestos  wood,  beaver  board,  and  shingles 
shall  be  covered  by  this  agreement 

Avnozx  XL 

WOBKINO  CONDITIONS. 

The  party  of  the  second  part  will  not  work  with  carpenters  except  they  are 
affiliated  with  the  carpenters*  district  council.  No  member  or  parties  to  this 
agreement  shall  work  on  any  building  or  job  where  laborers  or  any  other 
trades  are  permitted  to  do  carpenter  work  of  any  kind. 

Article  XII. 

BTBWABD. 

Wherever  two  or  more  journeymen,  members  of  the  second  party,  are  work- 
ing together,  a  steward  shall  be  selected  by  them  from  their  number  to  repre- 
sent them,  who  shall  while  acting  as  steward  be  subject  to  the  rules  and  de- 
cisions of  the  joint  arbitration  board. 

The  steward's  book  shall  be  open  to  inspection  by  the  presidents  or  their 
representatives. 

The  steward  shall  not  be  discharged;  for  the  performance  of  his  duties  as 
prescribed  in  this  agreement 

Abticus  XIII. 

MEETINGS. 

Tho  ioint  arbitration  board  shall  meet  to  transact  routine  business  on  the 
first  Thursday  In  each  month,  but  special  meetings  shall  be  called  on  one 
day's  notice  by  the  presidents  of  the  two  organizations  or  upon  application  of 
three  members  of  the  joint  arbitration  board. 

Abttclb  XIV. 

FINES  AS  result  OF  ABBITRATION. 

Any  person,  firm,  or  corporation  parties  hereto  violating  any  part  of  the 
agreement  or  working  rules  established  by  the  joint  arbitration  board  shall  be 
subject  to  a  fine  of  from  $10  to  $300  for  each  violation. 

Other  parties  to  this  agreement  shall  pay  fines  direct  to  the  treasurer  of  the 
joint  arbitration  board. 

In  no  case  shall  the  parties  hereto  be  permitted  to  employ  or  work  for  any- 
one who  has  been  found  guilty  of  violating  any  part  of  Uiis  agreement  If  said 
fine  is  not  paid  to  the  treasurer  of  the  joint  arbitration  board  within  five  days 
after  the  date  of  levying  the  fine. 

AsncLK  XV. 

The  joint  arbitration  board  shall  pay  all  necessary  expenses  out  of  the  treas- 
ury of  the  joint  arbitration  board. 
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The  treasurer  of  the  joint  arbitration  board  shall,  If  required,  make  a  report 
to  the  board!  of  the  funds  in  his  hands  at  any  regular  meeting. 

All  funds  In  the  hands  of  the  treasurer  after  deducting  the  expenses  of  the 
board  shall  be  divided  equally  between  the  carpenters'  district  council  and  the 
carpenter  contractors*  association  of  Chicago  at  the  expiration  of  this  agreement. 

The  treasurer  of  the  joint  arbitration  board  shall,  before  entering  upon  hi» 
duties,  file  with  the  president  of  the  joint  arbitration  board  a  bond  of  Indemnity 
from  a  surety  company  and  to  be  payable  to  the  joint  arbitration  hoard,  the 
amount  to  be  determined  by  the  Joint  arbitration  board. 

Abticle  XVI. 

"So  i>er8on,  firm,  or  corporation,  parties  hereto,  will  work  on  or  take  a  con- 
tract for  any  building  or  job  where  there  remains  money  due  to  any  member 
of  either  party  to  this  agreement  (or  on  which  there  Is  any  unsettleil  dlspnte 
affecting  any  member  of  either  party  to  this  agreement  without  written  consent 
of  the  joint  arbitration  board). 

CABPENTER  APPKEXTICES. 

Apprentice  rules  adopted  by  the  joint  arbitration  board  of  the  carpenter  con- 
tractors' association  of  Chicago,  and  the  carpenters'  district  council  of  Chicago, 
Cook  County,  and  vicinity. 

Article  XVII. 

Section  1.  Each  responsible  party  to  this  agreement  shall  have  the  right  to 
teach  his  trade  to  apprentices,  and  the  said  apprentices  shall  serve  four  years, 
as  prescribed  in  the  apprentice  rules  as  agreed  upon  by  the  joint  arbitration 
board,  and  shall  be  subject  to  the  control  of  the  said  arbitration  boards 

Sec.  2.  Apprentices  shall  be  under  the  jurisdiction  of  the  joint  arbitration 
board,  which  has  the  authority  to  control  them  and  protect  their  Interests  sub- 
ject to  approved  Indentures  entered  Into  with  their  employers  and  the  rules 
adopted  by  the  joint  board. 

Sec.  3.  The  applicant  for  apprenticeship  shall  not  be  more  than  17  years  of 
age  at  the  time  of  making  application,  except  under  conditions  satisfactory  to 
the  two  presidents.  Applicants  more  than  17  years  old  must  bring  satisfactory 
proof  of  having  worked  at  the  trade. 

Sec  4.  The  contractor  taking  an  apprentice  shall  engage  to  keep  him  at  work 
In  the  trade  for  nine  consecutive  months  In  each  year,  and  see  that  during  the 
remaining  three  months  of  the  year  the  apprentice  attends  school  during  Jan- 
uary, February,  and  March,  and  a  certificate  of  attendance  from  the  principal 
•of  the  school  attended  must  be  furnished  the  joint  arbitration  board  as  a  com- 
pliance with  this  requirement,  before  he  is  allowed  to  work  during  the  coming 
year. 

Sec.  5.  A  contractor  taking  an  apprentice  shall  ke(*p  him  steadily  at  work 
or  school ;  failing  to  do  so,  he  shall  pay  him  the  same  as  though  he  had  worked 
for  him. 

Sec  6.  In  case  an  apprentice  at  the  end  of  his  term  of  four  years,  for  want 
of  proper  instruction  In  the  trade,  Is  not  a  proficient  workman,  and  If  after  a 
thorough  Investigation  the  joint  arbitration  board  finds  the  contractor  to  whom 
he  was  apprenticed  did  not  give  him  proper  instruction  and  an  opportunity  to 
learn  his  trade,  he  may  be  required  to  serve  another  year  with  whom  he  and 
the  joint  arbitration  board  may  determine,  and  at  a  rate  of  wages  (less  than 
the  minimum  in  his  trade)  they  may  determine,  and  the  difference  between  that 
rate  and  the  minimum  scale  in  his  trade  shall  be  pnld  him  through  the  joint 
arbitration  board  by  the  contractor  to  whom  he  was  apprenticed. 

Sec.  7.  A  contractor  entitled  to  an  apprentice  may  take  one  on  trial  for  two 
weeks,  provided  that  applicant  holds  a  permit  from  the  joint  arbitration  board, 
and  If  after  said  trial,  conditions  are  satisfactory  to  both  parties,  they  will  be 
required  to  sign  indentures  agreeable  to  the  joint  arbitration  board.  If  not 
satl8factor>%  the  contractor  Is  not  bound  to  Indenture  him,  but  he  will  be  re- 
quired to  pay  the  boy  $8  per  week  for  the  two  weeks.  No  boy  will  be  allowed 
a  trial  with  more  than  two  contractors,  or  a  contractor  with  more  than  two 
boys  consecutively. 

Sec  8.  The  rate  of  wages  of  an  apprentice  at  the  date  of  Indenture  shall  jn 
no  case  be  less  than  $416  for  the  first  year,  $494  for  the  second  year,  $572  for 
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the  third  year,  $728  for  the  fourth  year,  payable  in  lawful  money  of  the  United 
States,  and  shall  be  paid  In  52  weekly  installments  at  the  following  rate  per 
week  of :  $8  for  the  first  year,  $9.50  for  the  second  year,  $10  for  the  third  year, 
and  $14  for  the  fourth  year. 

Sec.  9.  The  issuing  of  permits  for  an  apprentice  to  work  for  another  con- 
tractor when  the  one  to  whom  he  is  apprenticed  has  no  work  shall  be  left  to 
the  joint  arbitration  board. 

Sec.  10.  The  contractor  shall  not  have  more  than  two  apprentices  at  any  one 
time. 

Sec.  11.  Contractors  shall  be  allowed  apprentices  on  the  following  basis: 
Yearly  average  of  four  journeymen,  one  apprentice.  Yearly  average  of  ten 
Journeymen,  two  apprentices. 

Sec.  12.  The  apprentice  upon  completing  his  indenture  shall  report  to  the 
joint  arbitration  board  and  shall,  after  furnishing  said  board  with  satisfactory 
proof  of  his  competence  as  a  skillful  mechanic  in  his  trade,  receive  a  certificate 
approved  by  the  board  which  shall  entitle  him  to  a  Journeyman  working  card. 

Abticle  XVIII. 

It  Is  further  agreed  by  and  between  the  parties  hereto  that  power  shall  be 
vested  In  the  joint  arbitration  board  to  interpret  the  spirit  as  well  as  the  letter 
of  this  agreement,  and  In  order  to  maintain  justice  and  equity  between  ttie 
parties  hereto,  the  joint  arbitration  board  is  hereby  given  power  to  enforce  the 
spirit  as  well  as  the  letter  of  this  agreement. 

Abticle  XIX. 

TERMINATION. 

It  Is  agreed  by  the  parties  to  this  agreement  that  it  shall  be  in  full  force  be- 
tween the  parties  hereto  until  May  31,  1921. 

On  behalf  of  the  parties  of  the  first  part,  the  Carpenter  Contractors*  Aissocla- 
tion  of  Chicago. 

D.  H.  Doyle,  President. 
A.  C.  Wehbwein, 
Fbank  E.  Doheety, 
Wm.  J.  ScowN, 
Frank  M.  Stbesenreuteb. 

On  behalf  of  the  parties  of  the  second  part,  the  Carpenters'  District  Council 
of  Chicago,  Cook  County  and  Vicinity. 

Wm.  Brims,  President. 
Wm.  C.  White, 
Wm.  C.  Schahdt, 
Thos.  F.  Flynn, 
D.  J.  Ryan,  Secretary, 

Dated  at  Chicago day  of . 

Signed 

Emplojfer. 

Address 

State  of  Illinois, 

County  of  Cook,  ss. 

In  the  Superior  Court  of  Cook  County. 

To  thv,  honorable  the  judges  of  the  Superior  Court  of  the  County  of  Cook  and 
State  of  Illinois  in  chancery  sitting: 

Your  orator,  Anderson  &  Lind  Manufacturing  Co.,  respectfully  represents 
unto  your  honors  that  it  is  a  corporation  duly  organized  under  and  by  virtue  of 
the  laws  of  the  State  of  Illinois  in  the  year  1906  and  now  existing  and  doing 
business  under  and  by  virtue  of  said  laws,  engaged  in  business  in  the  city  of 
Chicago,  Cook  County,  111.,  as  a  manufacturer  and  vender  of  frames,  sash,  doors, 
and  other  millwork ;  that  It  has  Invested  In  its  business  a  large  sum  of  money, 
to  wit,  the  sum  of  $100,000,  and  maintains  and  operates  a  large  factory  and 
plant  equipped  with  millwork  machinery ;  that  it  employs  a  large  number  of 
men  for  the  manufacture  of  its  product  and  has  conducted  at  all  times  what  is 
known  as  an  *'  oi>en  shop  " ;  that  is  to  say  that  it  employs  and  retains  in  its 
employment  workers  irrespective  of  whether  the  same  are  or  are  not  members 


1022  RECONSTRUCTION   AND  PRODUCTION. 

of  a  trades-union,  and  has  at  all  times  insisted  upon  its  right  to  conduct  an 
open  shop  in  its  business. 

Your  orator  further  represents  that,  by  reason  of  the  nature  of  its  business 
as  aforesaid,  namely,  the  manufacture  of  mill  work  for  use  in  the  construction 
of  new  buildings  and  the  repairing  of  old  structures  and  of  purchasing,  selling 
and  dealing  in  mlllworlt  and  lumber  for  the  aforesaid  purposes,  the  chief  and 
principal  customers  of  your  orator  have  been  building  contractors  and  more 
especially  carpenter  contractors  in  and  about  the  city  of  Chicago,  who  are  in 
the  business  of  contracting  with  the  owners  of  real  estate  for  the  erection  of 
improvements  upon  their  property  at  stipulated  contract  prices,  and  who  in 
turn  contract  with  your  orator  for  the  furnishing  and  delivery  of  the  necessary 
mill  work  required  therein ;  that  by  reason  of  that  fact  your  orator  has  since  its 
Incorporation  in  the  year  1906  done  a  large,  business  with  building  contractors 
In  the  city  of  Chicago  and  has  established  a  good  will  and  reputation  among 
such  contractors,  whereby  a  great  number  of  sai(l  contractors  have,  during  the 
past  10  years  and  upward,  Insisted  and  still  do  insist  upon  purchasing  thefr 
mill  work  required  by  them  from  your  orator  unless  they  should  be  prohibited 
from  so  doing  by  reason  of  the  facts  and  circumstances  hereinafter  set  forth ; 
whereby  your  orator  has  established  a  large  and  pofitable  business  among  said 
contractors  and  will  continue  to  transact  the  same  unless  Interfered  with  by 
the  acts  of  the  defendants  as  hereinafter  averred. 

Your  orator  further  represents  that  the  mlllwork  and  building  materials  re- 
quired and  sold  by  your  orator  and  purchased  by  building  and  carpenter  con- 
tractors, as  hereinbefore  explained.  Is  Installed  Itl  the  various  buildings  under 
construction  as  aforesaid  by  carpenters  who  are  tradesmen  skilled  In  the  con- 
struction of  carpenter  work  upon  structures  of  all  character ;  that  almost  all  of 
the  carpenters  engaged  in  their  business  in  the  city  of  Chicago  and  vicinity 
are  members  of  a  trade  union  known  as  the  United  Brotherhood  of  Carpenters 
and  Joiners  of  America,  which  is  a  union  or  voluntary  association  of  carpenters 
throughout  the  United  States  and  which  has  local  unions  In  each  city  of  the 
United  States ;  that  In  the  city  of  Chicago  and  vicinity  there  are  a  number  of 
local  unions  of  carpenters,  each  of  which  bears  a  number  and  has  a  separate 
meeting  place  for  the  purpose  of  transacting  local  business;  that  for  the  pur- 
pose of  supervision  and  unanimity  of  action  among  all  of  the  local  unions  in  the 
city  of  Chicago  and  vicinity  there  has  been  established  what  Is  known  as  the 
Carpenters*  District  Council  of  the  City  of  Chicago,  Cook  County,  and  Vicinity, 
which  is  a  voluntary  association  composed  of  delegates  and  representatives 
elected  by  each  and  all  of  said  local  unions ;  that  said  delegates  meet  at  regular 
and  stated  intervals  and  times  at  a  place  designated  as  the  headquarters  of 
said  district  council  in  the  city  of  Chicago ;  that  the  members  of  said  carpenters' 
district  council  are  also  all  members  of  the  said  United  Brotherhood  of  Car- 
I)enters  and  Joiners  of  America,  and  that  said  carpenters*  district  council  is  the 
governing  body  for  Chicago,  Cook  County,  and  vicinity  of  all  of  the  local  unions  of 
carpenters  In  said  district,  and  acts  by  and  through  its  president,  one  William 
Brims ;  its  secretary,  Daniel  Galvln ;  and  its  business  agents  or  delegates,  among 
whom  at  the  present  time  are  William  C.  White,  Thomas  P.  Flynn,  Thomas 
Church,  and  Joseph  Veltman ;  and  by  other  business  agents,  delegates,  and  mem- 
bers unknown  to  your  orator,  but  aggregating  approximately  100  in  number. 

Your  orator  further  represents  that  beginning  In  the  year  1912  the  members 
of  said  Carpenters*  District  Council  of  Chicago,  Cook  County,  and  Vicinity  called 
upon  your  orator  and  demanded  that  It  unionize  Its  shop  and  that  It  thereafter 
refuse  to  employ  or  retain  in  Its  emply  any  men  who  were  not  members  of  said 
United  Brotherhood  of  Carpenters  and  Joiners  of  America,  to  which  request  and 
demand  your  orator  refused  to  accede.  And  your  orator  avers  that  on  numerous 
occasions  since  said  year,  said  carpenters*  district  council  and  its  members  have 
requested  your  orator  to  unionize  Its  shop,  which  request  your  orator  has  stead- 
fastly refused ;  whereupon  said  carpenters*  district  council  did  resort  to  the  call- 
ing of  strikes  and  the  establishment  of  a  boycott  against  your  orator  and  its 
product,  all  for  the  purpose  of  compelling  and  enforcing  your  orator  to  grant 
their  said  demand. 

Your  orator  further  avers  that  by  reason  of  said  acts  of  said  carpenters  dis- 
trict council,  your  orator  was  compelled  to  and  did  file  and  exhibit  in  the  Cir- 
cuit Court  of  Cook  County,  III.,  in  the  year  1912  a  bill  In  chancery,  praying  for 
an  Injunction  against  said  carpenters  district  council,  its  members,  agents, 
employees,  and  representatives,  requiring  them  to  cease  their  Illegal  efforts  to 
compel  your  orator  to  unionize  its  shop,  which  suit  bears  number  317091  in 
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said  Circuit  Court;  and  such  proceediugrs  were  had   In  sal<l  court   whereby 
on  July  10,  1914,  a  final  decree  was  entered  in  said  cjiuse  wherein  It  was  ad- 
Judi^ed,  among  otlier  things,  tliat  the  defendant  carpenters  district  council  of 
Chicago,  and  any  and  all  of  its  agents,  employees  and  representatives,  be  and 
tliey   were  thereby  perpetually  enjoined  and  restrained  from,  directly  or  in- 
directly, threatening,  coercing  or  intimidating  any  person  or  persons  whomso- 
ever from  buying,  stalling,  or  otherwise  dealing  in  the  product  of  your  orator; 
from  threatening,  coercing  or  intimidating  any  person  or  persons  from  buying, 
selling,  or  otherwise  dealing  in  the  product  of  your  orator,  in  the  furtherance 
of  any  conspiracy  or  boycott  ngainst  your  orator's  bUvSiness  or  product,  from  hin- 
(I   rui.^,  obsiTUctin;:,  or  stopping  tlie  Inisiu'ss  of  your  orator  or  any  of  your  ora- 
tor's agents,  servants  or  employet^s  in  the  oi>eration  of  your  orator's  business,  by 
iluH»als,  ir.t  niidation  or  coercion;   from  interfering  with,   liindering,  obstruct- 
ing^ or  stopping  l)y  threats,  coercion  or  Intimidation,  the  worlc  on  any  buildings 
to  which  your  oiator  is  lurnishing  material;  from  assaulting  or  intimidating,  by 
threats,  the  employees  of  your  orator  or  any  person  or  persons  who  may  become 
or  seek  to  become  employees  of  your  onitor;  from  congregating  about  or  near 
the  i)l!U*e  of  business  of  your  onitor  or  about  or  near  any  place  where  your  ora- 
t(»r  may  be  employed,  for  the  purpose  of  compelling,  inducing  or  soliciting,  by 
tlir(*ats,  coerci<m  or  intimidation,  those  dealing  or  attempting  to  deal  with  your 
orator  to  refuse  to  do  so;  from  attempting,  by  threats,  coercion  or  intimidation, 
to  prevent  any  person  from  freely  contracting  with  or  entering  into  the  service 
of  your  orator;  from  interfering  with  or  attempt  ng  to  hinder  your  orator,  by 
threats,  coercion  or  Intimidation,  in  carrying  on  its  business  in  the  usual  and 
ordinary  way;  from  calling  upon  the  employees  of  your  orator  for  the  pur- 
pose f>f  Inducing  them,  by  threats,  intimidation  or  coercion,  to  leave  the  em- 
ploy of  your  orator,  or  to  refuse  to  aid  jour  orator  In  carrying  on  Its  business 
in   the  usual  and  ordinary   way ;   from  organizing  or  maintaining  a  boycott 
against  your  oratc»r,  by  threats,  coercion  or  Intimidation,  to  induce  customers 
or  other  persons  to  abstain  from  working  for  or  accepting  work  and  material 
from  your  orator ;  from  attempting  to  prevent,  by  threats  of  Injury  or  by  threats 
of  calling  a  strike  against  such  person,  any  person  from  accepting  work  or 
purchasing  material  from  or  working  for  your  orator ;  from  attempting  to  in- 
stitute or  from  instituting  or  mahitainlng,  by  threats.  Intimidation  or  coercion, 
for  the  purpose  of  preventing  such  persons  from  accepting  work  or  purchas- 
ing mater ijil  from  or  doing  work  for  your  orator,  any  such  strike  against  such 
person ;  and  from  doing  any  other  act  or  thing  In  the  furtherance  of  said  con- 
spiracy unlawfully  to  Injure  your  orator  as  found  In  said  decree ;  which  decree 
Is  now  in  full  force  and  effect  wholly  unreversed. 

Your  orator  further  represents  that  the  prlncli)al  carpenter  contractors  In 
tie  city  of  Chicago,  some  of  whom  are  customers  of  your  orator  as  aforesaid, 
have  formed  an  organization  knOwn  as  the  Car|>enter  Contractors'  Association  of 
Chicago,  the  membership  whereof  comprises  a  large  number  of  the  carpenter 
contractors  doing  business  in  Chicago,  Cook  County,  and  vicinity;  that  said 
organization  and  its  members  are  In  no  wise  concerned  with  the  fact  as  to 
whether  material  which  they  are  rtxiulred  to  purchase  In  connection  with  their 
business,  such  as  lumber  and  mlllwork,  are  produced  by  a  factory  which  em- 
ploys union  labor  exclusively,  or  not,  but  that  their  sole  Interest  is  in  purchass- 
liig  their  goods  of  good  quality  at  the  cheapest  price  obtainable,  and  in  doing 
business  with  such  lumber  and  ndllwork  concerns  as  they  have  been  accustome<l 
to  deal  within  the  past ;  but  that  said  carpenter  contractors  are  large  employers 
of  carpenter  labor  and  as  such  are  compelled  to  deal  collectively  with  carpenter 
labor  through  said  Carpenters'  District  Council  of  Chicago,  Cook  County,  and 
Vicinity,  and  to  accede  to  the  demands  of  said  carpenters'  district  council  In 
numerous  matters  not  vital  to  their  own  welfare  and  success. 

Your  orator  further  represents  that  your  orator  is  at  the  present  time  the 
only  manufacturer  of  mlllwork  in  the  city  of  Chicago  which  do  not  employ 
union  labor  exclusively,  and  that  all  other  manufacturers  of  mlllwork  in  the 
city  of  Chicago  conduct  closed  shops  In  acquiescence  of  the  will  of  said  car- 
l)enters'  district  council. 

Your  orator  further  represents  that  pHor  to  June  1,  1918,  working  agreements 
wore  In  force  and  existing  between  the  Carpenters'  District  Council  of  Chicago, 
Cook  County,  and  Vicinity  and  said  carpenter*  contracting  association  of  Chi- 
cago, which  required  the  carpenters  to  work  upon  and  Install  in  buildings  and 
Improvements  all  kinds  of  mlllwork  and  manufactured  material  and  provided 
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that  no  rostrictloiis  should  be  imposed  against  the  ust   of  any  n;anufactun»(l 
material  except  prison  made  f;(H;(ls. 

Your  orator  further  represents  that  on  June  1.  1918,  for  the  purpose  of  pre- 
venting contractors  and  buihlers  who  were  actual  or  prospective  customers  of 
your  orator  from  buying:  your  orator's  material  and  usin.i;  it  in  improvt»m:Mits 
erecte<l  in  the  city  of  Chicago,  Cook  County,  and  vicinity,  and  for  the  futther 
l)uri)ose  of  thus  renderin;^  your  orator  subndssive  to  their  will  in  the  matter  «»f 
the  unionization  of  its  shop,  the  members  of  said  Cari>enters'  Distrirt  Council  of 
Cliicaso,  rencwinix  and  co'itinuin;^  its  l>oycott  ap.iusc  y(yur  orator,  and  oonsiur- 
inj^  amon;;  themselves  for  the  purpose  of  in.luring  it  in  its  busines-,  secured  by 
and  with  the  aid  and  assistanee  of  a  number-  of  other  manufarti-rers  of  ndll- 
work  ill  the  city  of  Chictjiro  who  conduct  closed  shops,  a  nuHtiiication  oi  the 
terms  of  Its  contract  with  said  Carpenter  Contractors'  Association  of  Ch  cago^ 
and  made  and  eiitcred  into  a  new  contract  w.th  it,  article  3  whereof  prov  des  as 
follows,  lo  w-t:  "There  shall  be  no  restrict'ons  against  the  use  of  manufactur- 
iuj;  material  cxceptini?  nonunion  and  prison  made  goods." 

Your  orator  represents  and  charges  that  said  mill  concerns  who  were  active 
in  assisting  said  carpenters'  district  council  to  procure  said  amended  agreement 
with  said  carpenter  contractors'  association  were  and  are  all  competitoi*s  of  your 
orator,  and  were  and  are  all  members  of  what  is  known  as  "  Division  G  '*  of 
the  Lumbermen's  Association  of  Chicago,  a  corporation,  and  fn  doing  the  acts 
herein  complained  of  were  aided  and  assisted  by  said  association;  that  among 
the  most  active  of  said  mill  concerns  were  Harry  Morris  and  William  Morris, 
doing  business  as  Wm.  Morris  &  Sons,  Nollau  &  Wolff  Manufacturing  Co.,  a 
corporation,  Union  Interior  Finish  Co.,  a  corporation,  and  George  Rinn;  that 
for  the  purpose  of  inducing  said  carpenters'  district  council  of  Chicago  to  re- 
quire the  making  of  said  amendment  of  said  contract,  the  said  mill  men  did 
raise  the  wages  of  the  cai*p«?nters  In  their  employ  In  their  mills,  making  it  a  con- 
dition to  such  Increases  that  said  carpenters'  district  council  vrould  take  tlie 
stand  that  they  would  refuse  to  permit  their  members  to  work  on  nonunion 
material;  and  on  the  other  hand  for  the  purpose  of  inducing  the  members  of 
said  carpenter  contractors*  association  to  amend  said  contract  In  the  manner 
aforesaid,  said  mlllmen  did  make  the  offer  to  give  a  trade  discount  of  25  i)er 
cent  to  all  contractors  for  several  months,  and  after  the  expiration  of  that  time 
to  give  said  discount  only  to  such  carpenter  contractors  who  were  members  of 
said  carpenter  contractors'  association.  And  your  orator  avers  that  said  mill- 
men  have  been  active  since  said  date  In  ascertaining  the  different  jobs  and 
locations  to  which  your  orator  furnished  millwork,  and  reporting  the  name 
to  said  carpenters'  district  council  of  Chicago,  for  the  purpose  of  enabling  it  to 
do  the  things  and  commit  the  acts  hereinafter  averred. 

Your  orator  further  avers  that  in  normal  times  the  mills  in  Chicago,  Cook 
County,  and  vicinity  are  unable  to  manufacture  and  produce  millwork  in  sulTi- 
cient  quantities  to  supply  the  trade,  and  that  as  a  result  thereof  said  amended 
article  3  above  referred  to,  if  strictly  adhered  to  by  the  parties  to  said  con- 
tract. Is  directly  productive  of  a  condition  whereby  the  production,  output,  and 
price  of  millwork  which  can  be  used  in  said  territory  is  entirely  subject  to  the 
will  and  dictation  of  the  mill  owners  w^ho  conduct  closed  or  union  shops. 

Your  orator  further  represents  that  the  individual  members  of  the  Unite<l 
Brotherhood  of  Carx)enters  and  Joiners  of  America  are,  and  have  been  at  all 
times,  entirely  willing  and  satisfied  to  work  on  and  Install  the  millwork  of 
your  orator's  manufacture,  unless  and  until  prevented  from  doing  so  in  the 
manner  hereinafter  set  forth. 

Your  orator  further  represents  that  specnllly  after  the  execution  of  said 
contract  said  carpenters'  district  council  refused  to  permit  any  nonunion  made 
goods  to  be  used  in  the  city  of  Chicago,  Cook  County,  and  vicinity  unless  and 
until  the  same  had  been  stamped  by  them  as  follows :  "  O.  K.  Carpenters  Dis- 
trict Council  of  Chicago  and  Vicinity,"  and  thereupon  all  goods  on  hand  and 
ordered  by  union  shops  prior  to  a  certain  date  were  so  O.  K.'d  whether  such 
goods  were  union  made  or  not.  And  your  orator  avers  that  said  carpenters' 
district  council,  for  the  purpose  of  Identifying  all  union-made  goods,  required 
a  union  label  to  be  attached  to  all  union-made  goods,  and  all  material  manu- 
factured by  your  orator  which  did  not  bear  said  label  was  not  j>ermitted  by 
said  carpenters*  district  council  to  be  used  in  any  improvement  in  the  city  of 
Chicago,  Cook  County,  and  vicinity,  and  said  carpenters'  district  council  and 
its  members  and  agents,  in  furtherance  of  said  conspiracy  to  boycott  your 
orator's  product  as  aforesaid,  continuously  forbade  contractors  and  builders 


RKCOXSTRUCTION   AND  PRODUCTION.  102  & 

from  using  or  installing  In  a  large  number  of  buildings,  structures,  antl  ini- 
I)rovoments  in  the  city  of  Chicago,  Coolc  County,  and  vicinity,  any  ot  your 
orator's  millwork;  that  said  demand  of  said  carpenters*  district  council  was 
enforced  upon  such  contractors  and  builders  by  threats  to  call  strikes  of  all 
cari>euters  upon  any  and  every  job  whore  such  millwork  might  be  used  and  by 
tlu-eats  to  tine  the  caipenters  if  they  installed  your  orator's  ndllwork,  ui)on 
the  alleged  ground  that  their  so  doing  would  constitute  a  violation  of  the  afore- 
said agreement  between  said  carpenters*  district  council  and  said  carpenter- 
contnictors'  association,  although  nearly  all  of  the  individual  carpenters  are 
wholly  satisfied  to  work  on  and  install  the  millwork  manufactured  by  your 
orator.  And  your  orator  avers  that  as  a  result  of  the  aforesaid  action  of  said 
carpenters*  district  council  numerous  jobs  upon  which  your  orator's  millwork 
wiLs  to  be  used  were  stopiHHl,  many  contractors  who  had  pureiiasvMl  mill- 
work  from  your  orator  for  use  in  buildings  in  Chicago  canceled  their  contracts, 
and  numerous  contractors  who  were^up  to  that  time  customers  of  y(jnr  orator 
refuse<l  to  deal  with  your  orator  any  longer,  stating  that  they  feared  to  buy 
any  material  from  your  orator  for  the  reason  that  they  would  not  be  permitted 
by  the  carpenters*  district  council  to  use  the  same,  and  that  they  would  suffer 
l>ecuniary  loss  in  addition  by  reason  of  the  stoppage  of  their  work. 

And  your  orator  avers  that  said  action  on  the  part  of  said  carpenters'  dis- 
trict council  of  Chicago  has  continued  with  more  or  less  regularity  from  June, 
1918,  to  the  present  time,  and  does  now  continue ;  that  the  following  are  a  few 
instances  of  the  action  of  said  carpenters*  district  council  of  Chicago  in  that 
behalf : 

(a)  Tlmt  on,  to-wit,  September  1,  1919,  one  Uobert  A.  Pottinger,  a  Iniildiiig 
contractor,  purchased  of  and  from  your  orator  millwork  for  usc^  in  the  ercHtion 
of  improvements  by  him  at  the  premises  Icnown  as  4032  Irving  Park  Boulevard, 
In  the  city  of  Chicago,  Cook  County,  III.,  and  your  orator  made  delivery  of 
said  millwork  for  that  purpose;  that  on  or  about  September  28,  1919,  one 
Thomas  F.  Church,  being  then  and  there  a  business  agent  of  the  said  carpenters* 
district  council  of  Chicago,  and  having  under  the  rules  of  said  organization 
power  to  call  strikes  of  carpenters,  called  off  on  strike  the  carpenters  who  were 
installing  said  millwork  on  said  improvements  for  said  Pottinger  and  directed 
and  compelled  them  to  quit  their  work,  and  Jointly  with  William  Brims,  presi- 
dent of  said  carpenters*  district  council  of  Chicago,  informed  the  said  Pottinger 
that  they  would  not  permit  him  or  any  other  contractor  in  the  city  of  Chicago 
to  use  your  orator's  millwork,  and  that  if  he  wished  to  proct^ed  with  the  con- 
struction of  said  improvements  he  would  have  to  go  out  and  buy  other  mill- 
work  and  agree  not  to  use  your  orator*s  millwork  in  the  future;  and  that  the 
use  of  your  orator's  millwork  was  forbidden  by  article  3  of  said  contract  be- 
tween said  carpenters*  district  council  and  carpenter-contractors*  association. 

{b)  That  on  or  about  September  1,  1919,  one  Andrew  Sundene,  a  builder, 
purchased  of  and  frcmi  your  orator  millwork  for  use  in  the  erection  of  a 
bungalow  by  him  at  the  premises  at  5315  Belle  IMjilne  Avenue,  and  live  othei' 
buildings  In  Chicago,  Cook  County,  111. ;  that  your  orator  made  delivery  of 
said  n)illwork  to  said  premises  for  that  purpose;  that  said  Thomas  F.  Church, 
acting  jointly  and  in  conjunction  and  combination  with  sjiid  William  Brims, 
on  or  about  September  27,  1919,  called  a  strike  of  the  carpenters  who  were 
installing  said  millwork  in  all  of  the  buildings  so  being  erected  by  said 
Sundene,  and  compelleil  them  to  quit  their  work,  and  thereafter  both  said 
Church  and  said  Brims  informed  said  Sundene  that  they  would  not  permit 
said  Sundene  under  any  circumstances  to  go  ahead  with  his  buildings  on 
account  of  him  using  your  orator's  material,  and  further  told  the  said  Sundene 
that  they  had  stoppeil  work  on  a  dozen  different  jobs  where  the  millwork  of 
your  orator  had  been  bought  and  was  being  used,  none  of  which  would  be 
release  1  until  your  orator  signed  the  union  agreement. 

{€)  That  on  or  about  September  15,  1919,  Johnson  Bros.  &  Co.,  of  Oak  Park, 
111.,  general  contractors  by  trade,  purchased  of  and  from  your  orator  millwork 
iv.r  use  by  them  in  the  erection  of  improvements  at  the  northwest  corner  of 
Washington  Boulevard  and  Cuyler  Avenue.  Oak  Park,  HI.,  and  that  your  orator 
made  delivery  of  said  millwork  to  said  premises  for  that  purpose;  that  the 
said  William  Brims  and  one  Joseph  Veltinan,  on,  to  wit.  Sei)tember  25,  1919, 
caused  the  cari>enters  who  were  installing  said  ndllwork  In  said  improvements 
so  being  erected  by  said  Johnson  Bros.  &  Co.  to  q.ult  their  work,  and  informed 
said  Johnson  Bros.  &  Co.  they  would  not  be  permitted  to  proceed  with  the 
construction  of  said  building  unless  they  bought  other  millwork  bearing  the 
uidon  label  and  would  reject  that  which  your  orator  ha<l  furnished  to  said  job. 
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(d)  That  one  Harry  Felgenbaum,  a  contractor  by  traile,  did  on  or  about 
October  1,  1919,  contract  with  your  orator,  wliereby  he  did  purcliase  of  and 
irom  your  orator  certain  niillworlf  required  by  him  in  the  construction  of 
certain  improvements  at  1402  and  1406  North  Campbell  Avenue,  Cliicago,  111.: 
that  on  or  about  December  18,  1919,  H.  Bolonik,  a  business  agent  of  said  car- 
l)enters'  district  council  of  Chicago,  with  power  under  its  rules  and  by-laws  to 
call  strilves  of  carpenters,  called  at  said  job,  and  did  then  and  there  instruct 
the  carpenters  in  the  employ  of  said  Felgenbaum  that  under  the  agreement 
between  said  carpenters'  district  council  and  carpenter  contractors'  asst)ciation 
they  would  not  be  permitted  to  work  on  or  install  any  material  manufac- 
lured  by  your  orator,  same  being  nonunion  made,  and  directed  them  to  quit 
A\ork  on  said  job,  which  they  then  and  there  did. 

And  your  orator  further  avers  that  on  or  about  November  8,  1919,  it 
cjjused  to  be  filed  in  said  cause  No.  317591  In  sjiid  circuit  court  of  Cook 
County.  III.,  its  petition  for  a  rule  upon  ^id  William  Brims,  president  of  said 
carpenters'  district  council  of  Chicago,  and  said  Joseph  Veltmim,  to  show 
^■jiuse  why  they  should  not  be  attacheil  and  punished  for  contempt  of  court 
for  violation  of  said  injunction  order  hereinbefore  first  alleged,  by  reason  of 
their  said  acts  and  doings,  and  similar  acts  in  said  petition  averred ;  anl  your 
orator  did  thereafter  and  on,  to  wit,  December  29,  1919,  cause  to  be  filed  a 
.similar  petition  against  said  carpenters*  dlstHct  council  of  Chicago,  Th<nnas  F. 
Church,  H.  Bolonik,  and  others  Identified  with  said  carpenters'  district  council 
of  Chicago,  for  a  like  rule;  and  your  orator  avers  that  answers  were  filed  by 
said  respondents  to  said  petitions,  wherein  salil  respondents,  among  other 
things,  set  up  and  rely  upon,  as  an  excuse  and  justification  for  the  acts 
<harged  In  said  petitions  against  said  resiwndents,  the  existence  of  said 
article  3  of  said  contract  between  said  carpenters'  district  council  of  Chicago 
and  said  carpenter  contractors'  association. 

Your  orator  further  avers  that  your  orator  shortly  after  June  1.  191.S.  had 
a  conversation  with  said  William  Brims,  who  was  then  president  of  said 
^•arpenters'  district  council.  In  the  course  of  which  conversation  the  said 
William  Brims  stated  to  your  orator  that  the  effect  of  the  provision  of  the 
said  contract  between  said  carpenter  contractors'  as.soclatlon  and  said  car- 
7)enters'  district  council,  adopted  June  1.  1918,  as  aforesaid,  was  that  the 
can^enters'  district  council  were  thereby  enabled,  without  violation  of  the 
existing  Injunction  hereinbefore  referre<l  to,  to  make  impossible  in  the  tity 
of  Chicago  the  use  by  contractors  of  nonunion-made  goods  and,  more  par- 
ti(*ularly,  of  the  goods  of  your  orator. 

Your  orator  further  represents  that  it  Is  a  fact  that  said  carpenters'  district 
council  of  Chicago  has  never  pretended  to  object  to  the  Installation  by  the 
members  of  said  United  Brotherhood  of  Cari)enters  and  Joiners  of  America 
of  any  other  kind  of  nonunion-made  material  other  than  mlllwork;  and  that 
nonunion-made  flooring,  rough  lumber,  dressed  lumber,  and  hardware  have 
always  been,  and  are  now,  worked  upon  by  all  members  of  said  United  Brother- 
hood of  Carpenters  and  Joiners  of  America  without  any  protest  or  objection 
from  said  carpenters'  district  council  of  Chlcag^,  or  any  attempt  by  it  to 
contract  otherwise  with  said  carpenter  contractors'  association. 

Your  orator  further  represents  that  the  said  carpenter  contractors'  associa- 
tion and  its  members  have  no  beneficial  Interest  In  the  retention  of  said  article 
3  of  said  contract,  but,  on  the  contrary,  the  true  interest  of  said  carpenter 
contractors'  association  and  Its  members  Is  rather  In  the  elimination  of  said 
provision,  for  the  reason  that  the  members  of  said  association  would  be  able 
to  procure  their  mlllwork  at  lower  prices  than  Is  possible  with  said  article  3 
in  force,  the  said  article  3  tending  to  eliminate  all  comi>etitlon  among  manu- 
facturers of  and  d<'alers  in  mlllwork:  and  yr>ur  orator  avers  that  the 
said  provision  is  retained  in  the  draft  of  said  contract  wholly  upon  the  impera- 
tive demands  of  said  carpenters'  district  council,  which  demands  are  made 
for  the  purpose  of  enabling  it  to  maintain  a  boycott  upon  the  manufactured 
product  of  your  orator  and  thus  render  your  orator  submissive  to  Its  will. 
And  your  orator  expressly  charges  that  while  the  acts  of  said  carpenters' 
district  council  and  Its  officers,  agents,  and  representatives  In  that  behalf  are 
wholly  illegal  and  in  violation  of  the  Injunctlonal  order  hereinbefore  referred 
to,  nevertheless  the  punishment  of  said  carpenters'  district  council  and  Its 
officers,  agents,  and  representatives  for  violation  of  said  Injunction  will  not 
constitute  an  adequate  remedy  for  your  orator,  for  the  reason  that  said  contract 
containing  said  provision,  while  the  same  remains  In  force.  Is  a  threat  upon 
and  against  every  contractor,  builder,  customer,  and  prospective  customer  of 


m:construction  and  production.  1027 

your  omtot,  inducing  and  eoerc-ing  them  and  each  of  them  to  have  no  business 
relations  with  your  orator  through  fear  of  pecuniary  loss. 

Your  orator  further  represents  that  It  has  a  large  number  of  contracts  at 
the  present  time  aggregating  the  sum  of  approximately  $1150,00J  w.th  var.ou^* 
contractors  and  builders  of  the  city  of  Chicago,  Cook  County  and  vicinity,  and 
your  orator  fears  that  the  greater  portion  of  it  will  be  canceled  by  said  con- 
tractors and  buJders  if  sa»d  contract,  containing  said  provision,  so  execute<U 
.s  permitted  to  remain  in  force,  and  that  a  large  amount  of  prospective  work 
and  a  large  number  of  prospective  contracts  which  your  orator  will  be  able 
to  conclude  with  contractors  and  builders  will  not  be  awarded  to  your  orator 
if  said  section  containing  the  restrictions  against  the  use  of  nonunion-made 
goods  is  permitted  to  remain  in  effect. 

Your  orator  further  represents  that  said  article  3  of  said  contract  creating 
restrictions  upon  the  use  of  nonunion-made  material  will,  if  permitted  to  be 
retained  as  a  portion  of  said  contract  between  sa'd  parties,  be  used  in  tbe^ 
future,  as  it  has  be^^n  In  tin?  past,  as  a  means  to  enable  said  carpentt^rs'  district 
council  of  ('h.cago,  its  members  and  representatives,  to  continue  to  boycott 
the  product  of  your  orator  and  will  result  in  perndtting  and  in  itself  constitut- 
ing a  cont  nu  ng  violation  of  the  injunction  hereinbefore  referred  to.  and 
tliereliy  your  orator  will  suffer  great  and  irreparable  injury  in  its  business  and: 
will  lose  good  will  and  customers  in  a  large  number  and  amount ;  that  tb^ 
damages  thereby  resulting  to  your  orator  will  be  exceedingly  dillicuit,  if  not 
imiK)ssible,  of  ascertainment,  and  that  even  were  such  damages  cai>able  of 
ascertainment,  the  estal>llshment  and  recovery  thereof  would  result  in  a  great 
multiplicity  of  actions  and  suits  at  law;  that  said  article  3  of  said  contract 
as  it  now  exists  and  is  being  used  and  employed  by  the  parties  thereto  is  illegal 
and  contrary,  to  the  law  of  the  lAnd ;  that  most  of  the  members  of  sai<i  car- 
penters' district  council  of  Chicago,  Cook  County  and  vicinity,  and  their  agents 
and  representatives  are  insolvent  and  financially  irresponsible,  and  that  none 
of  them  possess  more  than  a  very  trifling  financial  responsibility,  so  that  no 
substantial  judgment  for  damages  against  any  of  them  could  bo  colle<ted ;  and 
that  your  orator,  by  reason  of  the  premises,  has  no  adequate  remedy  at  law 
and  no  remedy  for  the  protection  of  its  business  and  property  investments  and 
interests  except  by  tbe  in  Junctional  order  of  this  honorable  court. 

Forasmuch  therefore  as  your  orator  is  without  remedy  hi  the  premises  except 
in  a  court  of  equity,  and  to  the  end  that  the  said  William  Brims,  president  of 
the  carpenters*  district  council  of  Chicago ;  Daniel  Galvln,  secretary  of  carpen- 
ters' district  council  of  Chicago ;  William  G.  W' hite,  Thomas  F.  Flynn,  Thomas 
Church,  Joseph  Veltman,  H.  Bolonik,  individually  and  as  members,  agents,  and 
representatives  of  said  carpenters'  district  council  of  Chicago;  and  each  and 
every  one  of  the  members,  agents,  and  representatives  of  said  carpenters'  district 
council  of  Chicago,  whose  names  when  discovered  your  orator  prays  may  be 
inserted  herein  and  summoned  as  defendants  hereto;  said  carpenters'  district 
council  of  the  city  of  Chicago;  the  Carpenter  Contractors'  Association  of  Chi- 
cago, a  corporation ;  the  Lumbermen's  Association  of  Chicago,  a  corporation,  and 
the  members  thereof;  Harry  Morris  and  William  Morris,  doing  business  as 
William  Morris  &  Sons;  Nollan  &  Wolff  Manufacturing  Co.,  a  conxu'ation ; 
Union  Interior  Finish  Co.,  a  corporation ;  and  George  Rinn,  individually  and  as 
members  of  said  Lumbermen's  Association  of  Chicago,  may  be  made  parties  de- 
fendant to  this  bill  of  complaint  and  may  be  required  to  make  full,  true,  perfect, 
and  complete  answer  unto  the  same,  but  not  under  oath,  the  answer  under 
oath  being  hereby  expressly  waived ;  that  upon  the  hearing  of  this  cause  article 
3  of  the  contract  now  existing  and  in  force  between  said  carpenters'  district 
council  of  Chicago  and  said  Carpenter  Contractors'  Association,  a  corporation. 
In  so  far  as  the  same  imposes  conditions  upon  the  use  of  nonunion  manufactured 
material,  may  be  held  and  decreed  by  the  court  to  be  Illegal,  null,  and  void,  and 
contrary  to  public  policy,  and  a  violation  of  said  carpenters'  district  council 
of  the  perpetual  Injunction  In  force  against  it  as  set  forth  in  this  bill  of  com- 
plaint ;  that  the  defendants  herein  named  may  be  found  and  decreed  to  be 
parties  to  an  illegal  conspiracy  to  aid,  abet,  and  assist  .sand  carpenters'  district 
council  to  so  violate  said  injunction,  and  to  create  and  maintain  a  monopoly 
upon  the  output  and  sale  of  manufactured  material ;  that  the  originals  of  said 
contract  may  be  decreed  to  be  delivered  up  into  court,  and  that  said  article  3 
thereof,  in  so  far  as  it  relates  to  restrictions  upon  the  use  of  nonunion-made 
material,  may  be  decreed  to  be  expunged,  canceled,  and  annulled ;  that  the  de- 
fendants, and  each  and  every  one  of  them,  now  or  hereafter  to  be  acting  In . 
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any  such  capacity,  may  be  enjoined  and  restrained  from  doing  or  suffer! nt?  to 
be  done,  or  aiding,  abetting,  or  assisting  anyone  in  so  doing  any  act  or  thing  in 
furtherance  of  said|  article  3  of  said  contract  in  so  far  as  the  same  relates  to 
nonunion-manufactured  material,  and  that  they  and  each  of  them  may  be  en- 
joined and  restrained  from  printing,  distributing,  or  displaying  in  any  way, 
shape,  or  manner,  or  from  causing  or  permitting  to  be  printed,  distributed,  or 
displayed  any  copy  of  that  portion  of  said  article  3  of  said  contract,  either  for 
the  purpose  of  circulating  the  same  among  persons  who  are  or  are  likely  to  be 
customers  of  your  orator,  or  any  other  persons  whatsoever ;  and  that  they  and 
each  of  said  parties  may  be  enjoined  and  restrained  from  making,  entering  into, 
or  maintaining,  and  from  aiding,  abetting,  or  assisting  anyone  whomsoever  to 
make,  enter  into,  or  mtaintain  any  contract,  agreement,  or  understanding  be- 
tween any  two  or  more  of  the  defendants  to  this  bill  or  between  or  among  any 
two  or  more  of  the  respective  officers  or  members  of  any  of  said  defendants 
which  tends  to  impose, 'create,  or  in  anywise  refer  to  any  conditions  upon  the  use 
of  nonunion-manufactured  material,  or  which  in  anyway  discriminates  against 
the  use  of  the  same  by  reason  of  its  being  manufactured  by  nonunion  mills,  and 
your  orator  in  particular,  and  that  said  parties,  and  each  and  every  one  of  them, 
and  their  several  and  respective  members;  agents,  and  representatives,  may 
be  enjoined  and  restrained  from  the  doing  of  any  act  or  thing,  directly  or  indi- 
rectly calculated  or  tending  to  prevent  or  influence  any  person,  firm,  or  corpo- 
ration, now  or  hereafter,  from  or  against  purchasing,  contracting  for,  or  making 
use  of  any  of  the  material  manufactured  by  your  orator,  or  in  any  other  manner 
boycotting  or  attempting  to  boycott  your  orator  or  its  product,  or  in  any  manner 
tending  to  create,  establish,  or  maintain  a  monopoly  upon  the  output  or  sale 
of  millwork ;  that  upon  the  hearing  of  this  cause  said  Injunction  may  he  made 
perpetual  and  that  your  orator  may  have  such  other  and  further"  relief  in  the 
premises  as  equity  may  require  and  to  your  honors  shall  seem  meet 

May  It  please  your  honors  to  jrrant  unto  your  orator  the  writ  of  summons  in 
<-hnncery,  issuing  out  of  and  \iiidor  the  8e;il  of  this  hcmorable  court,  directed 
to  the  sherilT  of  said  Cook  Omuly.  conimaiuling  him  that  he  summon  the  above- 
named  defendants  personally,  to  be  and  api)ear  before  this  honorable  court  on 
the  first  day  of  the  next  March,  11»20,  term  of  said  court,  to  be  held  at  the  court- 
house in  Chicago,  then  and  there  to  answer  this  bill,  etc. 

And  may  it  please  your  honors  to  grant  unto  your  orator  the  peoj^le's  writ 
of    Injunction    restraining   and    reenjoinlng    the    defendants,    William    Brms, 
president  of  carpenters'  district  council  of  Chicago;  Daniel  Galvin,  secretary  of 
carpenters'  district  council  of  Chicago;  William  C.  White,  Thomas  F.   Flynn, 
Thomas  Church,  Joseph  Veltman,  H.  Bolonik,  as  meuib<»rs,  agents,  and  rrpre- 
sentatlves  of  said  carix»nters'  district  council  of  Chicago;  said  carpenters'  dis- 
trict council  of  Chicago;  the  carpenter  contractors'  association  of  Chicago,  a 
corporation;    the  hinibernion's   association   of   Chicago,    a   corporation;    Harry 
Morris  and  William  Morris,  doing  business  as  Wm.  Morris  &  Sons;  Noliau  & 
Wolff  Manufacturing  Co.,  a   corporation;    Union   Interior   Finish  Co.,   a   cor- 
poration; and  George  Rinn,  individually  and  as  members  of  said  lumbermen's 
association  of  Chicago,  and  their  several  and  respective  members,  officers,  com- 
mittees, agents,  representatives,  attorneys,  and  servants,  and  each  and  every 
one  of  them,  now  or  hereafter  to  be  acting  in  any  such  capacity,  from  doing 
or  suffering  to  l)e  done,  or  aiding,  abetting,  or  assisting  anyone  In  doing,  any 
act  or  tiling  in  furtherance  of  said  article  3  of  said  contract,  in  so  far  as  the 
;san^e  relates  to  nonun'on  manufactured  material,  and  enjoining  and  restraining 
tl'cni  and  each  of  them  fron»  printing,  distributing,  or  displaying  in  any  way. 
.shape,  or  manner,  or  from  causing  or  i)erniitting  to  be  printed.  distrlbnte<l.  or 
dlsr)layed  any  copy  of  that  portion  of  said  article  3  of  said  contract,  either 
for  the  purpose  of  circulating  the  same  among  persons  who  are  or  are  likely 
to  be  customers  of  your  orator,  or  any  other  persons  whatsoever;  enjo  ning  and 
restraining  said  defendants  and  each  of  them  from  making,  entering  into,  or 
maintaining,  and   fnmi   a  ding,   abetting,  or  assisting  anyone  whomsoever  to 
make,  enter  into,  or  maintain  any  contract,  agreement,  or  understanding  l>e 
tween  any  two  or  more  of  the  said  defendants  to  said  bill,  or  between  or  among 
any   two  or  more  of  the   respective  officers  or   members  of   any   of  said   de- 
fendants, which  tends  to  imiMise.  create,  or  In  any  v.ise  refer  to  any  conditions 
upon  the  use  of  nonunion   manufactured  material,  or  which  in   any  way  dis- 
criminates against  the  use  of  tlie  same  by  reason  of  its  being  manufactured  by 
nonunion   mills  and  your  orat<»r   ;n  particular,  and   further  enjoining  nnd  re- 
straining said  defendants,  and  each  and  every  one  of  them,  and  their  several 


RECONSTRUCTION   AND  PRODUCTION.  1029 

a'.ul  respertivc  uieinbors.  a;TOiits,  and  reprtwontativos,  from  the  doin::^  of  any  act 
or  th  lif::,  directly  or  indirectly,  calculatod  (»r  tendinj:  to  prevent  or  iidlijence 
any  per.s<»n,  firm,  or  corporation,  now  or  hereafter,  from  or  asjain'^t  i)iir'iaisinp, 
contracting^  for,  or  niakinp;  nae  of  any  of  the  mat<Tial  niannfachmMl  by  your 
oi'ator,  or  in  .iny  ctlicT  manner  boyeettii;<r,  or  aUomptlnj?  lo  boycott,  your 
orator  or  Its  prc<lnct,  or  in  any  manner  tendinj;  to  create,  estai)lish,  or  maintain 
a  monojioly  iit)0!i  the  ouri)Ut  or  sale  of  m  llworli,  until  the  further  order  of  this 
court. 

Andekson    &    LiND    Manufacturing    Co., 
By ,  ^cctetary. 


HoUciior  for  complainant. 
State  of  iLr-ixois. 

County  of  Cooky  S8. 

B.  G.  Anderson,  being  first  duly  sworn,  on  oath  says  that  he  is  the  secretary 
of  the  complainant  In  tlie  above-entitled  cause;  that  he  is  fully  conversant  with 
the  matters  and  things  set  forth  in  the  foregoing  bill  of  complaint ;  that  he  has 
read  the  same  and  knows  the  contents  thereof,  and  that  the  same  Is  true  in 
substance  and  in  fact. 


Subscribed  and  sworn  to  before  me  this day  of  January,  A.  D.  1920. 


Notary  Public. 

Mr.  Fletcher.  Senator  Calder,  we  desire  to  call  Mr.  Thomas 
Kearney,  chairman  of  the  Chicago  Building  Trades  Council. 

STATEMENT  OF  MS.  THOMAS  EEARNET,  CHAIBMAN,  BTJILDING 

TRADES  COUNCIL,  CHICAGO,  HL. 

The  Chairman.  Mr.  Kearney  vou  are  the  chairman  of  the  Build- 
ing Trades  Council  of  the  city  of  Chicago  ?  * 

Mr.  Kearney.  Yes,  sir. 

The  Chair3ian.  As  I  understand  it,  that  council  consists  of  rep- 
resentatives of  all  the  labor  unions  in  Chicago  that  have  to  do  with 
building. 

Mr.  Kearnet.  Yes,  sir. 

The  Chairman.  How  long  have  you  been  chairman  ? 

Mr.  Kearnet.  For  three  weeks. 

The  Chairman.  What  is  the  function  of  your  position  ? 

Mr.  Kearney.  Why,  I  attend  to  all  the  complaints  and  adjust  mat- 
ters that  come  up  in  case  there  is  any  dispute  of  any  kind,  and  ar- 
range with  contractors  and  sit  in  with  the  making  of  agreements, 
and  things  of  that  kind. 

The  Chairman.  What  particular  union  do  you  represent  yourself? 

Mr.  Kearney.  The  plumbers'. 

The  Chairman.  Can  you  give  us  from  your  recollection — or  have 
you  an>i:hing  written  ? 

Mr.  Kearney.  No  ;  I  have  not  anything  written. 

The  Chahiman.  I  am  speaking  of  the  wages. 

Mr.  Kearney.  The  wages — yes;  I  have  all  that  committed  to 
memory. 

The  Chairman.  Can  vou  give  us  the  plumbers'  rate  of  wages? 

Mr.  Kearney.  $10  a  ^ay.     A  dollar  and  a  quarter  an  hour. 

The  Chairman.  Do  you  have  plumbers'  helpers  here? 

Mr.  Kearney.  Xo;  we  have  apprentices. 

The  Chairman.  What  do  the  plumbers'  apprentices  receive  in  pay? 
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Mr.  Kearney.  That  is  up  to  the  boss;  whatever  the  boss  sees  fit 
to  give  him.     We  have  not  any  set  rule  for  that. 

The  Chairman.  And  the  carpenters? 

Mr.  Kearney.  Well,  all  the  building  trades  are  getting  $10  a  day. 
That  is,  the  laborer,  the  hod  carrier,  and  everybody  connected  with 
the  building  trades. 

The  Chairman.  The  plasterer  and  mason  ? 

Mr.  Kearney.  Yes,  sir;  everybody  else. 

The  Chairman.  $10  a  day  is  the  wages? 

Mr.  Kearney.  The  prevailing  wage;  yes. 

The  Chairman.  When  was  that  wage  fixed? 

Mr.  Kearney.  That  was  fixed,  I  think,  in  1919 — last  year. 

The  Chairman.  And  that  rate  has  run  all  through  this  year  ? 

Mr.  Kearney.  Yes,  sir.  Previously  to  that  it  was — welL,  some 
of  the  trades  were  getting  $6  a  day  and  some  $5.50.  Five  dollai's  and 
fifty  cents  was  the  lowest  paid  to  about  half  a  year  ago.  The  con- 
tractors made  an  a«jreement  and  raised  the  scale  to  $10  a  day. 

The  Chairman.  Have  the  labor  unions  any  definite  agreement  with 
the  employers? 

Mr.  Kearney.  Yes ;  they  have ;  every  one  of  them. 

The  Chairman.  How  long  a  period  does  that  extend? 

Mr.  Kearney.  It  extends  for  three  years.  I  think  the  expiration 
is  the  31st  of  May. 

The  Chairman.  Of  next  year? 

Mr.  Kearney.  Of  next  year. 

The  Chairman.  So  that  under  that  agreement  men  employed  in  the 
building  trades  expert  to  receive  the  wages  designated  until  the  31st 
of  May?    , 

Mr.  Kearney.  Yes,  sir. 

The  Chairman.  You  probably  have  been  here  to-day  and  yes- 
terday ? 

Mr.  Kearney.  Yes;  I  have  been  here  to-day  and  yesterday. 

The  Chairman.  And  you  heard  the  men  testifying  here  who  have 
insisted  tliat  we  can  not  hope  for  any  activities  in  the  building  trade 
again  until  cost  of  labor  and  materials  are  reduced  ? 

Mr.  Kearney.  Yes ;  I  have  heard  them  testify ;  yes. 

The  Chairman.  What  do  you  think  about  that^ 

Mr.  Kearney.  Well,  I  don't  know  what  I  think  about  it.  There 
was  some  claim  here  that  they  were  not  giving  efficiency.  I  will 
agree  with  them  that  tliere  was  a  lot  of  them  not  giving  efficiency, 
but  you  want  to  remember  that  there  was  about  two-thirds  of  our 
organization  that  went  to  war.  There  was  no  work  around  here,  and 
a  lot  of  them  left.  They  resurrected  a  lot  of  old  fellows  that  had 
been  out  of  business  and  started  them  back  in.  Now,  these  voung 
fellows  have  come  back  from  the  war  and  they  started  again,  and 
they  are  delivering,  delivering  more  work  than  in  the  past.  There 
was  no  work  for  two  or  three  years  right  after  the  war.  We  sent 
about  two  or  three  thousand  mechanics  to  Nitro. 

The  Chairman.  Some  people  have  insisted  here  as  witnesses — you 
have  probably  heard  it. 

Mr.  Kearney.  Yes. 

The  Chairman.  That  the  cost-plus  system  of  contracts  has  tended 
to  destroy  the  efficiency  of  labor? 
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^fr.  Kearney.  No;  I  do  not  agree  with  them;  the  cost-plus  has  not, 
I  don't  know  anything  about  it.  We  don't  have  anything  of  it  around 
here — didn't  have.  The  Government  work  here,  too,  you  want  to 
remember,  the  (jovernment  took  all  the  young  fellows  under  35  and 
left  these  old  fellows.  You  know  no  ola  man  can  deliver  alongside 
of  a  young  fellow.  But  right  now  they  are  all  delivering,  delivering 
much  more  work;  at  least  25  per  cent  more  than  they  have  in  the 
past.  Of  course  there  isn't  much  work  around  here  now.  Everybody 
IS  tryrng  to  hold  their  job. 

The  Chairman.  I  am  of  the  impression  that  the  cost-plus  system 
ma3^  have  been  in  vogue  here,  although  I  am  informed  that  some 
work  is  being  done  that  wav  here.  I  am  told  that  some  contractors 
have  refused  l)ecause  of  the  high  cost  and  the  imcertainty  of  the 
cost  of  material  to  do  work  other  than  on  the  cost  plus. 

Mr.  Ke^vrxey.  Yes;  and  some  contractoi-s  have  refused  to  take 
cost   plus. 

The  Chairman.  Yes:  I  know  that  is  true  in  Xew  York. 

Mr.  Kearney.  The  contractors  here  won't  take  it;  the}^  do  not 
want   it. 

The  Chairman.  They  would  rather  do  without  it  ? 

Mr.  Kearney.  Yes;  they'd  rather  figuie  to  compete  with  some- 
body. 

The  C^HAiRMAN.  Well,  you  have  had  a  wide  experience  in  labor 
matters  ? 

Mr.  Kearney.  Yf»s. 

The  Ch.virman.  I  think  the  housing  situation  is  rather  difficult 
here;  it  is  all  over  the  country.  Have  you  thought  of  any  way  of 
helping? 

Mr.  Keakney.  Well,  I  have  not  thought  of  any  wav.  Mr.  Rosen- 
thal the  other  day  came  pretty  near  telling  the  trutn — pretty  near 
telling  the  true  story  of  the  situation.  I  have  a  friend  the  .other 
day  w  ho  tried  to  get  a  loan  on  a  house,  and  they  wanted  15  per  cent 
commission. 

The  Chairman.  Fifteen  per  cent  commission? 

Mr.  Kearney.  Yes;  and  6  or  7  per  cent  interest.  I  don't  know 
what  bank  he  went  to. 

The  Chairman.  If  your  friend  will  write  me,  telling  me  what 
institution  that  was  from.  T  will  be  glad  to  have  it  in  the  record.  I 
wish  you  would  tell  him  to  write  us,  if  he  is  so  disposed. 

Mr.  Kearney.  Yes. 

The  Chairman.  Mr.  Kearney,  you  heard  the  testimony  of  the 
last  witness? 

Mr.  Kearney.  I  could  not  hear  him.  I  was  down  in  the  other 
^nd  of  the  room. 

The  Chairman.  He  complained  of  an  arrangement  entered  into 
some  years  ago  between  the  mill  owners  of  Chicago  and  the  carpen- 
ters' union,  in  w^hich  he  insisted  that  the  labor  unions  had  arranged 
not  to  use  nonunion  trim  in  the  city  of  Chicago.  He  contended 
that  that  tended  to  increase  the  cost  of  trim  and  millwork  generally 
and  add  to  the  cost  of  building.  Do  you  know  anything  about  an 
agreement  of  that  kind? 

Mr.  Kearney.  No  ;  I  don't.  We  have  an  agreement  with  our  bosses 
that  tlicre  shall  be  n(.  restrictions  of  unmanufactured  goods.     So  I 
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don't  know  where  this  enters  into  it.    I  don't  know  anything  about 
the  agreement  the  carpenters  have. 

The  Chairman.  Manufactured  goods  are  coming  into  Chicago  to 
be  used  in  plumbing;  that  is,  such  goods  as  bathtubs  and  water 
pipes  and  one  thing  and  another;  you  don't  object  to  them  being 
used? 

Mr.  Kearney.  No:  we  do  not  object  to  it.  I  think  it  is  all  made 
under  nonunion  conditions. 

The  Chairman.  That  does  not  affect  your  trade  at  all  ? 

Mr.  Kearney.  No,  sir. 

The  Chairman.  You  don't  laiow  anything  about  the  matter  to 
which  he  refers? 

Mr.  Kearney.  No  ;  I  don't  know  anything  about  the  manufactur- 
ing of  it.    I  know  we  do  not  stop  it.    We  use  all  the  stuff  that  comes  in. 

The  Chairman.  Is  there  an  arrangement  of  that  kind  between  the 
carpenters  and  the  mill  owners? 

Mr.  Kearney.  That  I  don't  know.  It  is  out  of  my  line,  and  I  have 
not  been  president  long  enough  to  get  familiar  with  it.  I  do  not 
imagine  so. 

Senator  Kenyon.  How  many  members  do  you  represent,  Mr. 
Kearney  ? 

Mr.  Kearney.  Well,  right  now  I  think  about  50,000.  Before  the 
ivar  we  had  something  over  80,000. 

Senator  Kenyon.  This  association  is  supported  by  associations  or 
by  individual  organizations? 

Mr.  Kearney.  No.  Each  organization  takes  cards  out.  We  charge 
them  6  cents  a  card  for  maintenance  of  the  building  trades  office, 
and  each  organization  sells  the  working  cards  to  their  members. 
They  pay  the  council  6  cents  a  card. 

Senator  Kenyon.  You  represent  all  lines  of  industry? 

Mr.  Kearney.  Yes. 

The  Chairman.  Six  cents  a  year? 

Mr.  Kearney.  Three  months. 

Senator  Kenyon.  Twenty-five  cents  a  year? 

The  Chairman.  Who  gets  that  money? 

Mr.  ICearney.  Oh,  office  funds,  hall  rents,  meeting  places.  We 
bave  a  business  meeting,  a  Friday  night  meeting.  We  have  a  meet- 
ing every  week.    The  secretary's  salary  and  chairman's  salary. 

The  Chairman.  No  charge  for  wardrobe  to  hang  yoi^r  coat  and 
hat,  is  there? 

Mr.  Kearney.  No  ;  no  check  room  there. 

The  Chairman.  My  friend  Brindell  had  an  arrangement  of  that 
kind. 

Mr.  Kearney.  Who  is  that  ? 

The  Chairman.  Brindell,  in  New  York.  He  had  an  arrangement 
by  which  if  you  hung  your  coat  and  hat  up  he  would  charge  you  a 
dollar  a  month.  I  understand  the  contracting  builders  in  New  York, 
and  there  were  4,000  members  of  this  particular  union,  paid  a  dollar 
a  month  for  wardrobe  privileges  in  the  headquarters. 

Mr.  Kearney.  There  is  nothing  like  that  around  Chicago.  I  don't 
know  anything  about  what  Brindell  is  doing  in  New  York.  We  are 
too  busy  around  here  minding  our  own  business. 

Senator  Kenyon.  That  would  merely  equal  what  they  charge  you 
to  take  care  of  your  hat  when  you  go  into  a  hotel  ? 
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Mr.  Kearney.  Yes. 

Senator  Kenton.  Is  there  any  union  running  that  ? 

Mr.  Kearney.  I  don't  know.  I  think  that  is  a  trust  you  people 
have  to  investigate. 

Senator  Kenyon.  Do  you  think  conditions  are  getting  better,  Mr. 
Kearnev? 

Mr.  ICearney.  Well,  I  think  they  are.  We  have  not  many  men 
out  of  work.  In  our  organization  we  have  2,000  plumbers  and  out 
<»f  that  there  are  about  300  idle.  There  are  a  lot  of  hotels  going  along 
here  and  factories,  and  when  they  are  wound  up  there  will  be  quite  a 
few  on  the  street. 

Senator  Kenyon.  Are  you  familiar  with  these  housing  conditions 
in  Chicago? 

Mr.  Kearney.  Well,  I  have  been  around  a  whole  lot. 

Senator  Kenyon.  Do  you  think  the  question  is  a  serious  question  ? 

Mr.  Kearney.  It  is  a  very  serious  nuestion.      ' 

Senator  Kenyon.  You  agree  with  Mr.  Rosenthal  ? 

Mr.  Kearney.  Yes ;  I  do  to  a  certain  extent.  I  don't  imagine  it  is 
as  bad  as  he  said  the  other  day. 

Senator  Kenyon.  You  do  not  think  it  is  that  bad,  but  you  think  it 
is  rather  bad  ? 

Mr.  Kearney.  Yes ;  there  ought  to  be  some  way  of  remedying  it. 

Senator  Kenyon.  Have  you  yourself  thought  out  any  plan? 

Mr.  Kearney.  Well,  we  have  had  it  up  with  the  real  estate  board 
contractors ;  have  talked  it  over  and  triea  to  get  some  of  those  people 
interested ;  to  finance  some  of  these  buildings. 

Senator  Kenyon.  These  men  and  women  want  to  own  their  homes, 
don't  they? 

Mr.  Kearney.  Yes;  they  do. 

Senator  Kenyon.  That  is  a  good  deal  of  an  ambition  with  every- 
body? 

Mr.  Kearney.  Yes. 

The  Chairman.  Mr.  Kearney,  of  course  you  have  heard  these  men, 
as  I  said  a  moment  ago,  that  have  been  here  in  the  last  two  days.  I 
know  the  problem  that  a  man  in  your  position  has. 

Mr.  Kearney.  You  have  been  through  it,  have  you  ? 

The  Chairman.  Well,  I  have  not  been  a  member  of  a  labor  union. 
I  was  an  apprentice  carpenter  and  I  worked  for  my  father,  and  they 
would  not  let  me  get  in  the  union.  When  I  reached  21  I  became  an 
employer  and  I  have  been  engaged  in  the  building  business  all  my 
life  and  I  know  the  building  problems.  I  know  when  wages  are 
fixed  at  the  high  rate  they  are  to-day  in  the  building  trades,  and  I 
think  they  are  high  enough,  that  they  are  justified  when  the  living 
oosts  are  high. 

ilr.  Kearney.  Yes. 

The  Chairman.  I  know,  too,  the  trouble  your  associates  are  bound 
to  make  in  the  efforts  made  to  get  them  down ;  but  it  seems  to  me 
there  is  sometliing  in  the  contention  that  we  are  not  going  to  get 
houses  until  costs  decline. 

Mr.  Kearney.  Yes;  but  you  know,  Senator,  there,  that  a  building 
mechanic  does  not  work  200  days  a  year.  You  know  that.  A  lot  of 
people  here — one  of  them  yesterday  talked  about  us  as  profiteers,  but 
you  can't  take  any  building  mechanic  that  will  work  over  200  days  a 
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year.     They  may  work  175  days  a  year.     Anybody  that  works  2<»*>' 
days  is  a  pretty  lucky  fellow. 

'The  Chairman.  I  khow  the  bricklayer  and  the  fellow  that  works 
outside  in  this  city  can  not  average  more  than  200  days  a  year.  I 
don't  know  how  the  men  in  your  trade  are.  I  thought  you  averagetl 
250? 

Mr.  Kearney.  Xo  ;  we  do  not  average  that. 

Th^  Chairman.  Your  work  is  mostly  indoors? 

Mr.  Kearney.  Well,  there  is  a  lot  of  it  on  the  outside,  too.  When 
they  are  roofin<^  in  the  building — the  big  part  of  the  work  is  the 
roofing  in — the  finish  work  of  a  plumber  does  not  amount  to  a  great 
deal.    Lots  of  the  time  a  man  can't  work  at  anything  else. 

The  Chairman.  We  are  very  anxious  to  do  anything  we  can. 

Mr.  Kearney.  I  realize  that. 

The  Chairman.  To  do  everything  we  can  to  help  the  building,  and 
it  is  to  your  interest, to  do  it. 

Mr.  Kearney.  I  know ;  we  are  willing  to  assist  this  committee  and 
do  anything  we  possibly  can.  We  so  notified  our  contractors  and 
notified  the  Chicago  Real  Estate  Board,  and  they  talked  about  strikes 
on  these  buildings.  In  my  experience  of  a  good  many  years  in  the 
building  line  I  never  knew  of  a  strike  on  a  housing  proposition.  You 
have  not  either,  have  3^ou? 

The  Chairman.  How  is  that? 

Mr.  Kearney.  You  never  heard  of  a  strike  on  a  housing  proposi- 
tion; not  around  Chicago.  They  may  have  a  strike  on  industrial 
plants  where  they  have  jurisdictional  disputes. 

The  Chairman.  No:  I  never  knew  of  a  jurisdictional  strike  on  a^ 
housing  proposition.     Of  course,  I  have  known  of  a  strike  where  some 
builder  employs  a  line  that  he  does  not  know  is  nonunion. 

Mr.  Kearney.  One  of  the  gentlemen  stated  that  we  had  a  lot  of 
people  scared  off.  That  is  not  so.  That  is  no  kind  of  testimony  to 
give  you  people.  They  woidd  not  build  houses,  afraid  to  build 
nouses,  and  that  people  were  moving  on  the  outskirts.  It  seems  to 
me  everybody  that  came  in  here  is  trving  to  kick  the  dog. 

The  Chairman.  Well,  I  tell  you,  Mr.  Kearney,  I  think  it  is  fair 
for  you  to  say  that  the  jurisdictional  disputes  on  housing  are  very 
limited. 

Mr.  Kearney.  There  isn't  any,  practically. 

The  Chairman.  But  I  do  think  it  is  so  that,  following  the  war, 
where  it  was  the  practice  of  the  Government  to  increase  wages  when- 
ever anybody  asked  for  it  and  would  increase  the  price  oi  material 
when  anybody  asked  for  it,  we  got  in  the  habit  of  letting  down 
every  place,  and  I  think  the  efficiency  of  business  lowered  and  I  am 
free  to  say  the  efficiency  of  labor  did,  too. 

Mr.  Kearney.  It  may  have  to  a  certain  extent,  but  they  are  get- 
ting back  to  prewar  times.  The  contractors  are  all  delivering.  I 
made  it  my  business  after  this  election  to  go  around  to  the  business 
agents  and  find  out  about  that.  They  went  out,  and  every  one  came 
l)ack  with  the  report  that  they  are  delivering.  They  have  been  deliv- 
erini;,  and  they  want  to  deliver. 

The  Chairman.  I  am  told  by  people  who  know  you  here  in  Chi- 
cago that  is  your  position,  that  you  have  taken  that  attitude.  If 
that  is  so,  I  want  to  commend  it:  but  I  urge  you  again,  representing 
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the  Federal  Government  as  we  do  here  and  the  Congress  of  the 
Ignited  States,  to  do  everything  in  your  power  in  this  emergency 
to  induce  labor  to  see  to  it  that  their  interest  lies  not  only  in  doing 
the  best  they  can,  but  also  the  interests  of  the  country,  and  I  think 
there  will  be  more  building.  It  is  a  problem  that  every  man  that 
works  on  buildings  now  has  to  face.  It  is  up  to  him  to  do  the  best 
he  can. 

Mr.  Kearney.  There  has  been  an  agitation  going  around  among 
some  of  these  organizations  to  take  their  savings  accounts  out  and 
put  them  up  to  buy  first-mortgage  bonds.  They  are  trying  to  agi- 
tate that  for  the  last  couple  of  months,  but  there  don't  ^seem  to  be 
anvbody  that  can  go  in  and  handle  a  proposition  of  that  kind. 

The  Chairman.  Mr.  Kearney,  I  was  in  Washington  a  couple  of 
weeks  ago,  and  I  happened  to  be  in  the  public  health  department, 
nnd  I  talked  a  good  deal  with  them  about  this  big  hospital  out  here, 
the  Speedway,  and  I  really  got  the  impression  that  there  were  some 
little  labor  difficulties  out  there. 

Mr.  Kearney.  The  Speedway  Park  is  located  out  on  the  West 
Side,  and  the  closest  transportation  they  have  is  a  mile  and  a  half 
away.  Any  time  there  was  any  work  in  the  down -town  district  they 
would  quit  the  job  and  go  closer  to  home.  A  man  who  lives  up  on 
the  North  Side  or  South  Side,  it  will  take  him  15  or  16  hours  to 
get  here.  Two  or  three  hours'  riding  time  each  way.  They  have 
quite  a  bit  of  trouble  getting  mechanics  to  stay  out  there. 

Senator  Kenyon.  You  know  that  is  a  Government  project  that 
means  a  lot  for  our  sick  and  wounded  soldiers,  and  I  wanted,  as  a 
Senator  of  the  United  States,  to  put  it  up  to  you  to  see  that  that  job 
got  along  as  fast  as  it  could. 

Mr.  Kearney.  You  are  putting  too  much  weight  on  me,  Senator. 

The  Chairman.  No.  I  am  going  to  give  you  that  job  to  do,  be- 
cause the  Government  needs  that  hospital  very  badly.  And  I  would 
likfe  to  have  your  help  to  the  limit  and  to  take  this  obligation  to  see 
that  that  job  is  put  through. 

Mr.  Kearney.  Well,  we  were  out  there  the  other  day.  Mr.  Hines 
asked  me  to  go  out  and  look  it  over,  and  there  was  two  or  three  of 
us  that  went  out.  They  seem  to  be  getting  along  fairly  well.  I 
guess  they  had  some  trouble  some  time  ago.  I  wasn't  m  it  then. 
I  didn't  pay  much  attention  to  it. 

The  Chairman.  Thank  you,  Mr.  Kearney. 

Mr.  Fletcher.  Mr.  John  Donlan,  president  of  the  building  trades 
department  of  the  American  Federation  of  Labor. 

STATEMENT    OF    MR.    JOHN    DONLAN,    PRESIDENT,    BTHLDING 
TRADES  DEPARTMENT,  AMERICAN  FEDERATION  OF  LABOR. 

The  Chairman.  Mr.  Donlan,  what  position  do  you  hold? 

Mr.  Donlan.  President  of  the  building  trades  department  of  the 
American  Federation  of  Labor. 

The  Chairman.  Is  your  office  in  the  city  of  Chicago? 

Mr.  Donlan.  Xo  :  \Vashington. 

The  Chairman.  This  committee  is  making  its  nation-wide  inquiry, 
Mr.  Donlan,  in  connection  with  the  housing  shortage.  Of  course,  you 
know  of  the  complaints  about  housing  shortage,  I  am  sure,  through- 
out the  country? 
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Mr.  DoNLAX.  Yes,  sir ;  I  do. 

The  Chairman.  We  are  doubly  interested  in  trying  to  revive  the 
industry. 

Mr.  DoNLAX.  Yes,  sir. 

The  Chairman.  If  the  report  that  we  get  from  this  city  and  fix)m 
other  large  cities  in  the  country  are  true — and  they  apparently  are — 
thei  e  is  a  real  need  for  more  houses  for  people  to  live  in.  We  are  goin«r 
to  do  what  we  can  to  revive  the  industry.  Of  course,  you  are  inter- 
ested in  it? 

Mr.  D(iXi^x.  Yes,  sir:  I  am  interested  in  it:  verv  much  so. 

The  Chairman.  We  are  interested  as  representatives  of  the  Gov- 
ernment.   • 

Mr.  DoNLAN.  As  a  citizen  I  am  interested. 

The  Chairman.  Have  you  any  suggestion  to  make  to  the  committee 
that  would  be  helpful  in  solving  this  problem  ? 

Mr.  DoxLAN.  rso;  I  have  not  one  suggestion  to  make.  I  gave  the 
matter  a  great  deal  of  consideration,  but  with  me  it  is  purely  an 
economic  one,  like  anything  else.  We  are  in  need  of  houses,  and 
houses  are  dear.  People  can  not  buy  houses;  and,  as  I  always  said, 
every  element  that  enters  into  that  house  is  equally  responsible  for  the 
high  price. 

The  Chairman.  Many  of  the  witnes-es  who  have  been  here  during 
the  last  few  days  argue  that  labor,  being  the  bigger  element  in  it — 
most  of  them  insisting  that  about  three-fourths  of  the  cost  of  build- 
ing is  labor — that  we  can  not  hope  for  activity  in  the  industry  again 
until  tlie  prices  of  labor  and  material  are  both  reduced.  Now,  there 
has  been  some  evidence  submitted  here  that  lumber  has  been  reduced, 
but  no  other  comm(»ditv  has. 

Mr.  D()xi^\x.  Thirty-five  per  cent  on  a  300  per  cent  high  rale.  An 
increase  of  35  per  cent  on  a  300  per  cent  high  rate.  Labor  has  prob- 
ably increased  100  per  cent,  but  everything  that  goes  into  a  laboring 
man's  home  has  increased  from  two  to  three  hundred  per  cent.  Rent, 
clothes,  shoes,  food,  shelter,  everything.  There  is  a  scarcity  of  labor; 
has  been  a  scarcity  of  labor.  Naturally,  labor  got  an  increase  in  wages 
like  everything  else. 

The  Chairmax.  You  think  labor  can't  well  come  down  until  these 
other  thiiicrs  that  labor  buvs  come  down  ? 

Mr.  DoxLAx.  Building  can  not  come  down  until  everything  that 
enters  into  building  comes  down.  And  labor  can  not  very  well  come 
down  until  everything  else  that  enters  into  a  laboring  man's  home 
comes  down.  It  is  simply  an  economic  proposition,  xheorizing  is 
not  going  to  bring  it  down.  It  is  going  to  bring  itself  down.  It  will 
come  down.  We  are  just  getting  down  to  a  sane  basis.  We  have 
been  upset  by  war;  we  have  been  upset  all  the  wav  along  the  line. 
Clothes  are  coming  down,  shoes  are  coming  down.  Those  things  have 
been  really  high,  a  great  deal  higher  than  labor. 

The  Chairmax.  Mr.  Donlan,  I  asked  the  last  witness  about  plumb- 
ing material  here  in  Chicago. 

Mr.  DoxLAN.  Plumbing  material  ? 

The  Chairmax.  Yes.  He  said  that  material  coming  into  the  city 
of  Chicago  was  used  by  his  union  without  regard  to  where  it  came 
from,  or  who  made  it.  The  preceding  witness  said  that  the  practice 
here  was  that  for  the  carpenter  unions  to  refuse  to  use  material  not 
made  by  union  help. 
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Mr.  DoNLAx.  I  heard  the  witness  make  that  statement.  I  really  do 
not  know  the  situation  as  well  as  probably  Mr.  Craig,  representing 
the  contractors.  I  really  do  not  know  the  local  situation.  While  I 
was  born  and  lived  in  Chicago  all  my  life,  I  have  been  somewhat 
away  from  it.  I  have  been  away  from  Chicago  for  years,  for  four 
years;  been  located  in  Washington.  I  don't  know  just  what  agree- 
ment they  have  here.  Probably  there  is  an  agreement  existing  be- 
tween the  contractors  and  the  unions  as  the  gentleman  said.  I  don't 
know. 

The  Chairman.  Would  you  countenance  an}i:hing  of  that  kind^ 

^Ir.  Donlan.  Well,  if  I  was  a  carpenter  probably  I  would.  The 
mill  men  throughout  the  country  were  working  under  scandalously 
low  wages.  I  liave  listened  at  different  times  to  the  hearings  on 
wa«::es  existing  in  ilichigan  where  relet  trim  was  used.  Chicago 
manufacturers  had  established  mills  in  Chicago.  I  suppose  probably 
it  Avas  necessary ;  I  don't  know.  I  do  know  that  the  mill  conditions 
was  real  bad,  and  probably  they  thought  they  would  help  their 
brother  members  along,  and  others. 

The  Chairman.  The  mill  men,  the  mill  employee,  the  mill  hands 
are  members  of  the  same  unions  that  the  carpenters  are? 

?>Ir.  D(^NL.AN.  They  are,  yes,  sir.  That  accounts  for  it.  The  car- 
])enters  have  about  375,000  membership  in  this  country.  That  in- 
cludes mill  men. 

The  Chairman.  This  is  the  Brotherhood  of  Carpenters? 

Air.  Donlan.  United  Brotherhood  of  Carpenters  and  Joiners. 

The  Chairman.  AVasn't  there  some  trouble  about  that  union  a  year 
or  two  ago  i 

Mr.  DoNiAN.  Where? 

The  Chairman.  I  mean  in  New  York;  didn't  they" break  away? 

Mr.  Donlan.  Tliey  had  a  seceding  local  to  break  away  in  New 
York.    They  still  have  got  a  seceding  local  in  Xew  York  City. 

The  Chairman.  It  is  rather  a  little  separated  from  the  rest? 

Mr.  Donlan.  One  that  is  not  associated.  There  used  to  be  two 
associations,  the  United  Brotherhood  and  the  Amalgamated,  and  they 
have  the  Amalgamated  now. 

Mr.  Miliar.  I  was  informed  some  time  ago, Mr.  Donlan,  that  95  per 
cent  of  the  number  of  strikes,  75  per  cent  of  the  days  of  idleness  in 
the  building  trades  were  due  to  jurisdictional  controversies  between 
the  employees  themselves,  and  only  5  per  cent  of  the  number  of  strikes 
and  25  peV  cent  of  the  days  of  idleness  were  due  to  conflicts  between 
the  employer  and  employee.  Do  you  think  those  figures'  are  some- 
what near  correct? 

Mr.  Donlan.  Well,  I  would  say  they  were ;  yes. 

Mr.  Miller.  Approximately  so? 

Mr.  Donlan.  I  would  sav  so ;  yes. 

Mr.  Miller.  Can  you  tell  the  committee  what  has  been  done  by  the 
labor  unions  to  eliminate  that  chief  cause  of  labor  difficulty? 

Mr.  Donlan.  Yes.  We  have  established  a  board  of  national  juris- 
diction and  awards,  and  that  board  is  comprised  of  contractors,  archi- 
tects, engineers,  and  building  tradesmen,  and  all  of  the  things  that 
have  been  of  contention  in  the  building  trades  will  go  before  that 
board  for  adjustment.  We  preconceive  those  things  that  probably 
would  arise  from  time  to  time.    W^e  take  those  things  up.    Our  board 
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has  been  functioning  for  the  last  year,  and  we  have  made  a  great 
deal  of  progress.  The  only  obstacle  in  the  way  at  the  present  time  is 
the  T"'^nited  Brotherhood  of  Carpenters  and  J^oiners,  who  have  sub- 
scribed in  a  way  to  the  findings  of  the  board,  but  not  entirely  so. 
Their  last  convention,  held  here  two  months  ago,  has  reporte(i  the 
matter  to  their  executive  board  to  determine  whether  or  not  the  car- 
])enters  shall  subscribe,  and  there  is  no  doubt  in  the  world  but  what 
the  carpenters  will  subscribe  to  that  board,  and  that  will  wipe  out  all 
of  that  bad  feature  of  jurisdictional  disputes.  We  in  the  building 
trades  know  it  has  been  injurious  to  ourselves,  and  our  friends,  and 
the  investor,  and  everybody  concerned,  and  we  are  trying  to  eliminate 
it,  but  it  is  an  awfully  hard  thing  to  eliminate  jurisdictional  disputes. 
It  has  been  in  the  past.  Architects  brought  in  innovations,  in  which 
(liflFerent  trades  were  equally  able  to  do  these  things,  and  it  was  hard 
to  keep  them  out.  However,  we  have  now  established  a  board  that 
will  eliminate  jurisdictional  disputes. 

Mr.  Miliar.  You  rather  think  that  will  work  out? 

Mr.  DoNLAN.  I  am  sure  that  will  work  out.  We  never  had  any 
jurisdictional  disputes,  as  T  heard  Mr.  Kearney  say,  on  habitable 
buildings,  home  construction  and  the  like.  It  is  on  those  great  big 
propositions  where  the  work  was  of  such  a  nature  that  several  trades 
could  claim  it. 

Mr.  Miller.  I  happen  to  know  of  some  very  patriotic  and  effective 
work  which  was  done  by  yourself  and  some  of  your  associates  in  the 
war.  Mr.  Donlan,  in  straightening  out  obstacles  for  the  production  of 
munitions.  Now,  the  building  industry  is  faced  with  such  things,  as 
illustrated  by  the  Lorkwood  committee  in  New  York.  I  would  like 
to  ask  you  if  it  would  be  within  vour  power  to  help  clean  house  a 
little  bit  ? 

Mr.  DoNLAX.  Clean  house? 

Mr.  Miliar.  Yes. 

Mr.  DoNLAN.  Tn  New  York? 

Mr.  Miller.  Xo.    Anywhere  where  it  needs  cleaning. 

Mr.  DoxLAN.  Well,  I  always  try  to  keep  the  house  clean.  Yes;  I 
would  do  anything  in  the  world. 

Mr.  Miller.  I  believe  vou  would.  Now,  can't  you,  in  view  of  the 
emergency,  put  a  little  special  effort  in  on  this  thing? 

Mr.  DoxiAX.  I  will  do  anything  in  the  world.  I  will  do  anything 
the  committee  lecommends.  I  am  in  sympathy  with  the  committee. 
T  feel  that  every  man  in  the- building  line,  not  only  in  Chicago  but 
in  other  places,  will  give  the  committee  every  support  in  the  world. 
We  want  houses.  We  want  them  bad.  We  want  to  go  along  and 
build  those  houses. 

The  Chairman.  Mr.  Donlan,  have  you  given  any  thought  to  the 
question  of  establishing  a  home  loan  banking  system? 

Mr.  DoxLAX.  Xo;  T  hnve  not.  AVe  fellows  in  the  building  trades 
do  not  irive  much  thought  to  that.  We  don't  give  any  thought  to 
the  buildinff  until  it  is  ready  t^  work  on.  We  are  not  financiers. 
Fellows  in  the  building  trades  are  all  practical  men.  We  don't  know 
anything  about  finances.  We  do  not  know  anvthing' about  theories. 
When  the  job  is  ready  we  go  to  work  on  it.  When  it  is  done  we  are 
done,  too. 

The  CiiAiRMAX.  Well,  we  are  up  against  conditions  to-day  that  is 
not  a  theory,  but  a  real  hard  situation.    I  am  going  to  send  you  some 
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of  these  hills  that  we  have  under  consideration.  I  am  not  asking  yon 
to  have  the  American  Federation  indorse  them  at  all  or  afiyhody  else 
indorse  them.  I  want  yon  to  look  them  over,  if  yon  can,  and  study 
them  out  with  this  interest  in  buiklin«:  matters,  and  give  me  any 
suggestion  you  may  have  that  would  modify  them  or  extend  them 
to  do  anything  in  your  judgment  wdiich  would  help  us  form  a  con- 
clusion as  to  what  is  best  to  do  in  this  emergency.  A  great  many 
men  have  met  here,  and  you  have  indicated  your  view  that  this  will 
work  its  way  out  in  time;  that  things  will  become  normal  again; 
business  will  assume  its  normal  trend.  Perhaps  that  is  so,  and  may 
be  so ;  probably  is  so,  but  I  h  ave  been  wondering,  as  I  said  to  other 
gentlemen  who  have  been  here,  whether  or  not  we  are  not  entering 
upon  a  condition  that  may  warrant  us  drifting  into  the  situation  that 
France  and  England  find  themselves  in-  by  the  (Government  itself 
going  into  the  house-construction  business.  I  don't  know  how  yon 
may  feel  about  that,  but  personally  I  am  very  much  opposed  to  that 
happening. 

Mr.  DoNLAN.  So  am  T,  Senator. 

The  Chairman.  So  I  am  going  to  send  you  these  bills  that  have 
been  introduced.  Then  if  you  feel  like  it  sit  down  and  talk  wnth 
your  associates  and  say,  '  Senator  Calder,  we  do  not  think  this  is  so, 
or  something  of  this  kind  is  a  bad  thing."  As  a  man  who  has  been 
around  buildings,  thinking  of  the  problems,  as  a  workingman, 
perhaps  your  judgment  would  be  helpful  to  us. 

Mr.  Donlan.  We  will  receive  any  suggestion  you  may  want  to 
make.  We  will  work  along  with  you  in  any  suggestion  you  make. 
Anything  we  can  do  to  promote  houses  and  building,  that  is  our  line, 
and  we  will  do  it,  I  assure  you. 

Mr.  Miller.  I  think  the  principal  thing  I  wanted  to  ask  Mr. 
Donlan  for  was  his  assurance  of  cooperation. 

Mr.  Donlan.  Yes,  we  will  do  that. 

Mr.  Miller.  You  speak  for  the  building  trades  in  the  United 
States  ? 

Mr.  Donlan.  Of  the  United  States  and  Canada. 

The  Chairman.  Thank  you. 

Mr.  Fletcher.  Senator  Calder,  we  desire  to  present  Mr.  William 
Schlake,  president  of  the  Illinois  Brick  Co. 

STATEMENT  OF  MR.  WILLIAM  SCHLAKE,  PRESIDENT,  ILLINOIS 

BRICK  CO. 

Mr.  ScHLAKF.  Senator,  I  have  not  prepared  a  formal  statement. 
When  I  inquired  what  was  expected  of  me  I  could  not  learn  that 
anything  specific  was  wanted  of  me. 

The  Chairman.  Mr.  Schlake,  you  are  the  president  of  the  Illinois 
Brick  Co.? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  Is  that  a  concern  that  manufactures  brick? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  And  that  it  sells  to  the  market? 

Mr.  Schlake.  Manufactures  and  sells. 

The  Chairman.  Do  you  sell  to  the  builder,  or  do  you  sell  to  mate- 
rial men? 

391:5— 21— VOL  1 6C 
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Mr.  ScHLAKK.  Sell  to  the  builder  direct. 

The  Chairman.  What  is  the  pi  ice  of  common  brick  to-day  to  the 
builder? 

Mr.  ScHLAKE.  Our  price  is  $16  per  thousand  delivered  at  the  job. 

The  Chairman.  $16  per  thousand? 

Mr.  ScHi^\KE.  Yes,  sir. 

The. Chairman.  Has  not  that  price  been  reduced  somewhat  of  late? 

Mr.  ScHLAKE.  Xo,  sir. 

The  Chairman.  That  is  the  price  you  have  been  selling  at  all  year? 

Mr.  Schl.\ke.  Practically  so;  yes,  sir. 

The  Chairman.  Does  it  matter  whether  that  is  across  the  street 
from  vour  vard  or  a  mile  from  vour  vard? 

Mr.  Schlake.  Most  of  our  yards  are  in  outlying  districts.  It  does 
not  matter  where  the  job  happens  to  be,  where  it  is  in  Chicago  we 
deliver  for  that  price. 

The  Chairman.  It  is  a  uniform  price? 

Mr.  Schlake.  It  is  a  uniform  price.  We  have  yards  on  all  rail- 
roads entering  Chicago,  and  ship  from  the  plant  that  is  nearest 
the  job. 

The  Chairman.  $16  is  the  price  now^  and  has  been  the  price  since 
last  spring? 

Mr.  Schlake.  Since  last  spring;  yes,  sir. 

The  Chairman.  What  price  did  you  charge  for  common  brick  last 
spring? 

Mr.  Schij^ke.  Part  of  the  year,  $14. 

The  Chairman.  Do  you  recall  the  price  in  1916?  You  did  not  sell 
very  many  that  year? 

I^ir.  Schlake.  No.  It  was  $12  I  think  in  1918:  $16  was  the  price 
from  April  16, 1920,  down  to  date.  Our  price  in  1919  from  November 
25  to  April  16  was  $14.  Prior  to  that  on  May  18  w^e  raised  our  price 
to  $12. 

The  Chairman.  May  18,  1919? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  You  raised  your  price  from  $12  to  $14  on  May 
18,  1918? 

Mr.  Schlake.  Up  to  $12 ;  yes,  sir.  On  May  14, 1917,  we  raised  the 
price  to  $9.    Prior  to  that  time  the  price  had  been  $7. 

The  Chairman.  So  that  in  1916,  the  prewar  year,  the  price  was  $7 
for  common  brick? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  Was  that  a  profitable  price? 

Mr.  Schlake.  At  $7  ? 

The  Chairman.  Yes. 

Mr.  Schlake.  Rather  a  little  more  profitable  than  $16  is  to-day. 

The  CHAHtMAN.  How  do  vou  account  for  that? 

Mr.  Schlake.  There  are  three  chief  elements  of  cost,  consisting  of 
labor,  fuel,  and  transportation. 

The  Chairman.  Now,  labor.  What  did  you  pay  for  men  in  your 
brick  yards  in  1916? 

Mr.  Schlake.  Now,  we  have  quite  an  extensive  scale.  Senator,  and 
I  think  if  I  gave  you  one  set  of  men,  like  say  the  belt  boys.  They,  in 
prewar  times  got  37|  cents  per  hour  and  they  now  get  from  86  to  9G 
cents  per  hour.  There  are  others  in  about  the  same  proportion.  I  can 
leave  these  scales  with  you  if  you  care  to  have  them. 
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The  Chairman.  Your  fuel  cost.  ' 

Mr.  ScHLAKE.  Fuel  cost.  Our  coal  prices  for  1912  to  1915  ran  from 
$1.87  to  $1.97  per  ton,  f .  o.  b.  the  plants.  The  present  market  price  on 
coal  is  $7.92. 

The  Chairman.  From  $1.80? 

Mr.  ScHLAKE.  From  $1.87  or  $1.97  to  $7.92. 

The  Chairman.  At  the  plant? 

Mr.  ScHLAKE.  At  the  plant;  yes,  sir. 

The  Chairman.  Do  you  use  much  coal  at  your  plant  ? 

Mr.  ScHLAKE.  Yes,  sir. 

The  Chairman,  How? 

Mr.  Schlake.  Yes,  sir.  Coal  is  one  of  the  very  largest  items  of 
cost  we  have  got. 

The  Chairman.  How  much  coal  does  it  take  to  manufacture  a 
thousand  bricks,  are  you  able  to  give  us  that? 

Mr.  Schlake.  Oh,  upwards  of  a  ton. 

The  Chairman,  A  ton? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  So  the  cost  of  the  fuel  to  manufacture  1,000  bricks 
increased  from  $1.87  to  $7.97? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  A  difference  of  $6? 

Mr.  ScHi^KE.  Yes,  sir. 

The  Chairman.  Is  that  correct? 

Mr.  Schlake.  AVell,  that  is  my  rough  guess  right  now.  I  have 
not  any  data  on  that  particular  phase  of  costs.  In  addition  to 
that.  Senator,  we  are  very  extensive  users  of  fuel  oil,  which  in  1912 
to  191i5  cost  us  from  2.35  cents  per  gallon  to  2.97  cents,  and  now 
costs  over  7i  cents  per  gallon. 

The  Chairman.  That  increased  5  cents  per  gallon  ? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  So  that  your  labor  costs  have  increased  150  per 
cent  to  200  per  cent? 

Mr.  Schlake.  Well,  that  is  a  little  high.  I  should  say  about  125. 
per  cent. 

Tlie  Chairman.  And  your  fuel  has  increased  300  per  cent? 

Mr.  Schlake.  Yes,  sir. 

The  Chairman.  Where  do  vou  manufacture  your  brick? 

Mr.  Schlake.  All  around  Chicago,  in  Cook  County,  here. 

The  Chairman.  How  about  your  freight  charges? 

Mr.  Schlake.  We  have  various  plants,  as  I  told  you.  We  have* 
yards  on  the  St.  Paul,  for  one.  Our  freight  on  the  St.  Paul  yards 
increased  200  per  cent;  from  60  cents  a  thousand  to  $1.80  per  thou- 
sand in  Chicago. 

The  Chairman.  From  what? 

Mr:  Schlake.  From  60  cents  a  thousand  to  $1.80  a  thousand. 

The  Chairman.  That  is  $1.20  more? 

Mr.  Schlake.  The  year  1919  was  3  per  cent.  The  year  1918  was  8 
per  cent. 

The  Chaikman.  Well,  any  undivided  profits? 

Mr.  Schi^ke.  We  have  added  nothing  to  amount  to  anything  to, 
any  reserve  account. 

The  Chairman.  What  is  the  volume  of  vour  brick  business?. 
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Mr.  ScHLAKE.  We  are  a  very  large  concern.  We  manufacture 
more  brick  than  any  other  big  concern  in  tlie  United  States.  Our 
capacity  is  somewhere  around  500,000,000  to  600,000,000. 

The  Chairman.  Have  you  been  making  that  many  in  the  last  year? 

Mr.  Schlake.  No,  no.    It  has  been  cut  down  very  materially\ 

The  Chairman.  Can  you  tell  us  your  output  in  1919? 

Mr.  Schlake.  In  1919  it  was  very,  very  little.  I  do  not  believe  I 
have  got  quantities.  I  only  have  the  hours  run.  That  will  give  you 
some  indication.  Our  plants  run  eight  hours  of  the  day.  I  don't 
know  what  is  proper  to  figure.  Manufacturing  institutions  figure 
about  300  working  days  a  year.  That  would  be  2,400  hours  per 
plant.  We  have  run  in  1917  only  935  hours  per  plant  on  the  average. 
In  1918  only  573  hours  per  plant.    In  1919,  913J  hours  per  plant. 

This  year  we  have  done  somewhat  better  and  run  1,099  hours  up 
to  October  1.  If  I  may  I  would  like  to  give  3'ou  the  brick  prices 
elsewhere. 

The  Chairman.  Go  ahead. 

Mr.  Schlake.  Do  you  want  some  in  your  own  State  ? 

The  Chairman.  I  know  what  they  are  there.  For  the  record  tells 
the  prices. 

Mr.  Schlake.  I  am  taking  this  from  Brick  and  Trade  Record  of 
October  19, 1920:  Portland,  Me.,  $28;  Boston,  $32;  Providence,  R.  I., 
$39 ;  Hartford,  Conn.,  $30,  with  a  footnote  "  Sold  by  manufacturers 
only."  New  Haven,  $35 ;  New  York  City,  $20.  The  price  must  have 
gone  down  there  recently. 

The  Chairman.  Yes ;  the  price  went  down  $10. 

Mr.  Schlake.  Albany,  $35;  Utica,  N.  Y.,  $34:  Syracuse,  N.  Y,, 
$29;  Oswego,  $40;  Binghamton,  $38;  Elmira,  $35;  Rochester,  $24; 
Buffalo,  $33.50;  Jamestown,  $33.35;  Allentown,  $28;  Erie,  $30; 
Philadelphia,  $25;  Pittsburgh,  $25;  Eeading,  Pa.,  $24;  Scranton, 
Pa.,  $30.  I  don't  know  how  many  more  figures  you  want.  Do  you 
want  all  of  them  ? 

The  Chairman.  That  is  enough.  Let  us  have  St.  Louis — have  you 
tTiat  ? 

Mr.  Schlake.  St.  Louis,  $20. 

The  Chairman.  San  Francisco? 

Mr.  Schlake.  I  don't  believe  San  Francisco  is  in  here.  St.  Paul, 
$25;  Minneapolis,  $25;  Indianapolis,  $24;  Cincinnati,  $25;  Toledo, 
$22 ;  San  Francisco,  $20. 

The  Chairman.  The  rate  here,  then,  is  less  than  in  any  other  large 
city  in  the  country  ? 

Mr.  Schlake.  Anv  other  large  city  by  a  great  deal. 

The  Chairman.  Sow  do  you  account  for  that? 

Mr.  ScHLAicE.  Why,  I  think  we  can  manufacture  cheaper,  Senator, 
than  other  people  can.  The  peculiarity  of  our  clay  has  something  to 
do  with  it,  the  modern  plants  as  compared  with  any  other  location. 

The  Chairman.  You  do  not  see,  then,  very  much  hope  for  lower 
<?osts  in  bricks  in  the  near  future? 

Mr.  Schlake.  Not  if  we  are  to  make  any  profits  at  all. 

The  Chairman.  The  demand  has  fallen  on  very  much,  has  it? 

Mr.  Schlake.  Very  much;  yes,  sir. 

The  Chairman.  You  will  have  to  shut  down  very  many  of  the 
plants? 
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Mr.  ScHLAKE.  They  are  almost  all  shut  down  now.  The  large 
cost  this  year  was  brought  about  by  the  fact  that  we  started  in  very 
early  and  for  product  for  the  market  we  blasted  our  banks  with 
dynamite,  etc.,  and  when  we  were  ready  to  run  full  tilt  the  switch- 
men's strike  occurred,  and  no  demand  for  our  product. 

The  Chairman.  Thank  you  very  much. 

STATEMENT  OF  MB.  ANTHONY  W.  STANMEYER,  PRESIDENT,  COOK 

COUNTY  REAL  ESTATE  BOARD. 

Mr.  Stanmeyer  (reading)  : 

Thore  appears  to  be  a  wi(les[)rea(l  prevailiiij?  iinprossioii  nniong  huildt^rs 
and  others  contemplating  building  for  home  uses  or  investment,  tliat  present 
high  building  costs  is  chargeable  to  trade  agreements  among  a  considerable 
portion  of  the  organized  building  material  interests  in  this  city ;  numy 
architects  express  confirmatory  views  and  they  are  shared  in  by  a  very  large 
proporttion  of  our  membership — whether  these  charges  are  true  or  not,  we  are 
unable  to  prove  or  disprove.  In  consequence,  there  has  develoi)ed  in  this  city 
what  might  be  terme<l,  or  is  at  least  equivalent  to  an  unorganized  public  lock- 
out against  building  material  and  affdiated  interests;  with  the  gradually  de- 
clining prices  in  many  other  commodities,  present  high  building  material  costs 
are,  in  tbe  opinion  of  the  public,  not  warranted  and  for  fear  of  being  cjuight  in 
a  whTl  of  probable  declining  prices  and  resultant  losses,  the  public  is  assumiig 
an  attitude  of  watchful  waiting. 

We  are  contidentially  advised  by  prominent  builders  that  quotations  for  some 
of  the  materials  which  enter  into  building  construction  are  invariably  uniform, 
Indicating  that  comi>etitlon  in  n»any  lines  is  almost  wholly  absent.  We  dis- 
like even  to  assume  the  accuracy  of  these  charges.  The  public  awaits  assur- 
ances that  honest  competition  exists,  and  that  honorable  dealing  in  all  branches 
of  the  building  industry  will  in  the  future  prevail.  The  burden  of  proof  rests 
upon  the  building-material  interests,  and  we  sincerely  trust  they  will  assume 
the  responsibility. 

We  therefore  recommend : 

H^a)  That  a  Federal  Inquiry  be  promptly  Instituted,  with  a  view  of  determin- 
ing the  existence  or  nonexistence  of  pools,  combines,  or  secret  trade  agreements 
in  the  building-material  industry,  such  inquiry  to  be  sufficiently  broad  to 
include  all  affiliated  interests. 

{h)  That  the  Interest  rate  upon  postal  savings  be  increased  to  3  per  cent,  and^ 
that  such  funds,  with  proper  safeguards,  be  available  for  building  loans  to 
individuals  only  for  actual  home  occupancy  In  amounts  not  exceeding  $r)0(X). 

{(')  That  the  Federal  resene  banking  act  be  amended  to  allow  for  the  redls- 
countjng  of  first-mortgage  paper  upon  the  same  condition  as  now  applies  t<^ 
other  stM'urities  and  conunerclal  paper. 

STATEMENT  OF  MR.  CORNELITTS  N.   RAY,  REPRESENTING  THE 
UNITED  FUEL  &  SUPPLY  CO.,  DETROIT,  MICH. 

Mr.  Ray  (reading)  : 

I  represent  the  building-material  dealers  of  the  Industrial  district  of  Detroit, 
and  I  am  liere  at  the  Invitation  of  the  Chicago  Chamber  of  Commerce  to  pre- 
sent to  you  as  well  as  I  can  a  survey  giving  the  "  high  lights  "  of  Detroit's 
housing  situation.  In  order  to  present  this  case  to  you  as  completely  as  pos- 
sible, it  will  be  my  purpose  to  cover  the  situation  in  all  its  pliases,  rather  than 
restrict  myself  to  the  problenj  purely  fnmi  the  viewpoint  of  the  man  who  sup- 
plies tbe  labor,  the  brick,  and  the  mortar.  I  nee<ln't  wearj'  you  with  figures  of 
Detroit's  growth.  Suffice  it  to  say  that  according  to  the  official  census  we  now 
have  in  Detroit  better  than  1,000,000  popidation.  This  includes  the  suburbs  of 
Higldand  Park,  Ilamtranck,  both  of  which  ar^^  (iitirely  surrounded  by  Di'troit 
territory,  and  of  a  number  of  other  villages  which  touch  our  border,  and  which 
altogether  comprise  what  we  call  the  ''industrial  district."  No  consideratlem  of 
this  problem  can  be  intelligent  unless  it  takes  in  the  entire  territory,  as  it  is  a 
unit  from  the  consideration  of  supplying  materials  to  the  industries,  tran.spor- 
tatic»n,  and  homes  to  the  workers. 
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A  very  substantial  proportion  of  our  increase  in  pojmlation  Is  due  to  the  un- 
usual expansion  of  the  automobile  industry,  and  this  applies  also  to  other  cities 
<tf  Michigan.  The  reason  for  this  is  that  the  manufacture  of  automobiles  has 
<reated  a  number  of  kindred  and  allied  Industries,  so  that  behind  the  assem- 
h\\r\^  of  the  vehicle  there  are  p:reat  plants  for  the  production  of  accessories  and 
parts,  which  have  created  in  themselves  an  indu8tr>'  in  tlie  fabrication  of 
leather,  rubber,  etc.  Another  element  in  the  abnormal  growth  of  Detroit  was  the 
tremendous  production  of  war  materials,  which  total  ran  Into  billions  of  dollars. 
Detroit,  like  many  other  cities,  fell  behind  in  housing  during  this  perio<l,  when 
1he  national  crisis  eliminated  from  the  activities  of  men  any  construction  work 
^except  pertaining  directly  to  the  output  of  munitions. 

The  coming  of  the  armistice  found  the  city  of  Detroit  facing  a  condition 
Avhich  required  very  careful  handling.  We  have  an  enormous  floating  jwpula- 
tion  attracted  by  the  high  wages  and  prosperity.  This  population  and  the 
records  made  by  our  production  tended  to  advertise  Detroit  all  over  the  world 
In  a  manner  which  affected  industry,  and  it  became  a  serious  problem  to^andle 
the  workers — those  who  flooded  our  city  at  the  time  when  the  Government  was 
closing  down  Its  plants,  and  manufacturers  could  not  resume  prewar  programs. 

Prior  to  1914,  Detroit  had  done  very  well  in  the  matter  of  housing.  The  city 
had  a  reputation  of  being  a  connnunity  of  home  owners,  which  was  very  largely- 
true  of  other  Michigan  cities.  Statistics  indicated  that  40  per  cent  of  the 
householders  of  Detroit  owned  their  homes.  Grand  Rapids,  Saginaw,  Bay  City, 
Jackson,  Kalamazoo,  Muskegon,  Marquette,  and  other  communities  more  or 
less  industrial  also  had  a  large  percentage  of  home  ownera  The  abnormal 
jjrowth  of  Michigan  cities  and  the  remarkable  expansion  of  its  industries  dur- 
ing the  last  five  years  considerably  upset  this  proportion,  and  now  since  we 
liave  had  time  to  take  stock  of  our  situation,  we  must  bend  our  efforts  to  raise 
the  proportion  where  It  belongs. 

Uarly  In  1011),  the  situation  throughout  Michigan  became  alarming  and 
chambers  of  connnerce  and  public-spirited  citizens  came  together  to  st»e  what 
c(mUl  be  done  about  the  housing.  There  was  a  surprisingly  large  amount  of 
advise  but  it  was  not  until  the  last  few  months  that  things  really  got  .started. 
The  situation  was  so  complicated  that  difficulties  presente<l  themselves  at  every 
angle. 

At  the  time  that  the  matter  first  began  to  be  handled  In  an  organized  way  by 
l>usiness  men  and  civic  leaders,  things  had  already  reached  a  serious  crises. 
Rents  had  jumped  out  of  reach,  partly  owing  to  the  abnormal  demand  for 
hou!es  and  partly  si>eculation  by  operators  who  attached  themselves  to  every 
condition  in  which  ex])loitatlon  might  mean  profit.  The  Detroit  Board  of  Ck>m- 
inerce  took  the  Initiative  in  cmr  city  toward  providing  reKef,  and  sponsored  the 
<>rgaiuzati(m  of  such  companies  as  the  House  Financing  Corporation  who  under- 
took to  provide  funds  for  the  building  of  moderately  priced  homes.  These  com- 
piailes  have  been  able  to  accomplish  considerable.  They  purchased  lots  at 
wholesale,  subdivided  them,  put  up  modest  homes,  and  sold  them  at  small  down 
payments.  They  urged  those  in  control  of  estates  and  all  citizens  who  had 
money  to  Invest  to  put  up  apartuient  buildings  to  relieve  the  shortage  existing 
in  that  class  of  dwelling.    I  will  present  the  conunittee  with  figures  later. 

It  win  be  easier  to  understand  Detroit's  condition  when  it  is  explained 
how  this  city  grows;  Detroit,  unlike  Chicago  or  New  York,  has  not  the  great 
center  of  conmniters:  the  growth  of  the^city  has  been  very  much  like  that  of 
a  tree  trunk,  which  adds  a  new  ring  eveVy  so  often.  This  is  important  when 
it  is  realized  that  every  time  a  new  ccunmunity  develops  a  little  farther  out  in 
any  given  direction  it  becomes  necessary  to  extend  the  city  street  car  zont 
just  that  nmch,  thereby  complicating  schedules  and  overloa<llng  lines,  whereas 
in  the  case  of  conunuters'  service  this  could  be  taken  care  of  by  s]^ecial  mediums 
of  transportation.  In  the  same  connection  the  matter  of  location  of  factories 
assumes  Importance,  since  it  would  be  impossible  to  locate  the  plants  in  every 
<ase  right  in  the  center  of  the  neighborhood  from  which  the  labor  supply 
is  to  be  drawn.  These  factors  of  which  I  am  to  give  a  glimpse  have  upset  our 
city  street  car  system  to  such  a  degree  that  we  are  seriously  handicapi>ed  and 
will  be  for  some  years  to  come.  So  much  for  generalities  and  discussion  of 
background  conditions. 

A  survey  recently  completed  by  the  Detroit  Board  of  Commerce  has  reveale<l 
the  following  figures:  Computed  on  the  basis  of  240,000  families  in  Detroit, 
of  that  number  33.6  per  cent  own  the  house  In  which  they  live;  4.2  per  cent 
are  flat  owners ;  24.6  per  cent  live  In  rented  houses ;  28.3  per  cent  live  in  apart- 
ments ;  9.3  per  cent  room  with  other  families ;  10.6  per  cent  are  unable  to  find 
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homes.  The  survey  al^  ln(licate<l  that  51.6  per  cent  of  our  population  renting 
hotneH  are  paying  in  excess  of  $40  a  niontli.  Tlie  preat  majority  of  fauiilleH 
live  In  homes  which  rent  between  $40  and  $80  a  month,  an  amount  wliich  10 
years  ago  was  almost  adequate  in  providing  an  entire  family  with  nwesslties 
of  life. 

Conservative  estimates  i)repared  In  Detroit  by  men  who  have  studied  the  con- 
ditions have  indicate<l  that  the  city  can  not  begin  to  catch  up  on  presf  nt  re- 
quirements on  anythini?  short  of  a  building  program,  for  homes  exclusively, 
aggregating  $250,000,000;  this  is  base<l  on  the  normal  requirements  of  the  city's 
existing  Industries  and  upon  the  statistics  covering  the  influx  of  iM)pulation 
nrd  normal  deveiof  nient.  Just  by  Wf\v  of  indicrting  the  n<H'd  for  hr»mes,  it 
might  be  interesting  to  Icnow  that  during  the  first  10  nM)rths  of  this  year 
Wayne  County  marriage  license  bureau,  situated  in  Detroit,  issued  18,172  cer- 
tificates. If  every  new  family  thus  create<l  remained  in  Detroit  and  rHipdred 
a  home  of  its  own,  there  would  l>e  more  than  three  fandlies  for  every  dwelling 
built  during  that  period. 

A  recent  survey  by  the  Detroit  Real  Estate  Board  sh(»wed  85.000  vacant  lots 
available  to  Detroiters  with  sewer  and  water,  assessed  for  taxation  at  an 
average  price  of  $25  a  front  foot,  and  9.700  lots  similarly  provided  on  which 
the  assessment  for  taxation  was  between  S25  and  $50  a  front  foot.  Wldle  this 
nnght  seem  entirely  adequate  to  give  substantial  relief,  an  examination  into 
tbcve  rrcoi'ds  reveals  th»t  only  a  very  srall  |M^rc*»nt"ge  of  this  nrnperty  was 
accessible  by  street  cars,  and  only  a  slightly  larger  T)ercent«ge  sufficiently  close 
to  improved  roads  for  transportation  by  auto.  It  will  take  at  least  three  years 
if  the  city  does  not  grow  and  If  every  effort  is  bent  to  relieve  the  situation,  for 
Detroit  to  catch  up  on  its  housing.  According  to  most  conservative  estimates 
this  can  only  be  done  under  ideal  conditions  In  every  activity  IdentUied  with 
lionie  construction. 

Great  deal  has  l)een  said  and  written  about  industrial  housing,  and  no  exami- 
nation of  Detroit's  situation  would  be  complete  without  conslclerntlon  of  what 
has  been  done.  Speaking  broadly  from  the  best  opinions  among  Detroit  manu- 
facturers, it  is  not  the  policy  of  industrial  leaders  In  our  State  to  provide 
workmen  with  houses  under  any  method  which  would  In  any  way  savor  of 
paternalism. 

There  are  some  notable  instances  of  how  rhe  oroblem  was  treated  in  Michigan, 
and  I  would  like  to  cite  one  or  two  for  the  benefit  of  the  committee:  The  General 
Motors  Co.  launched  a  building  program  i?  volving  an  expenditure  of  $35,000,000. 
Detroit,  Lansing,  Flint,  and  Saginaw  received  the  benefit  of  cost  of  this  work. 
In  Detroit  there  was  planned  a  17-story  office  buildilg  on  a  site  close  to  the 
jroographical  center  of  the  city.  This  building  is  now  nearlng  completion,  and 
\^  is  planned  to  place  under  its  roofs  scores  of  departments  now  scattered 
throughout  the  country  wherever  space  can  be  procured.  There  will  be  approxl- 
nmtely  11,000  employees  in  these  offices,  and  when  this  factor  became  apparent 
the  officials  of  the  company  felt  that  something  would  have  to  be  done  about 
housing  them,  particularly  families  it  was  Intended  to  transfer  from  other 
cities.  The  first  suggestion  provided  for  the  purchase  of  a  piece  of  property 
and  the  laying  out  of  a  community.  Upon  expert  advice  this  was  abandoned 
when  the  officers  of  the  corporation  were  urged  to  take  Into  consideration  the 
human  element,  which  at  Its  best  is  whimsical,  and  community  life  might  not 
appeal  to  all.  It  was  decided,  therefore,  to  buy  a  number  of  small  pieces  of 
ground  In  different  places  and  build  upon  all  of  them  and  leave  the  employees 
free  to  settle  where  they  chose.  • 

The  Ford  Motor  Co.  handled  its  problem  in  a  thorough  manner;  it  established 
a  large  industrial  unit  along  the  River  Rouge  at  the  western  limits  of  the 
city  and  at  Dearborn,  12  miles  out;  in  neither  section  was  there  any  housing 
to  speak  of.  The  Dearborn  Realty  &  Construction  Co.  was  formed  with  a 
lK)licy  to  erect  good-looking  and  permanent  homes  which  could  be  purchased 
by  well  paid  worklngmen,  being  sold  to  them  at  a  nominal  profit.  A  minimum- 
down  payment  of  5  per  cent  of  the  total  value  of  the  house  was  required  and 
the  owner  was  obliged  to  pay  up  to  50  per  cent  of  the  total  value  of  the  house 
within  five  years,  after  which  time  the  difference  could  be  taken  care  of  by 
mortgage.  In  order  to  prevent  speculation  It  was  stipulated  In  the  contract 
that  every  purchaser  must  keep  his  house  for  at  least  seven  years  from  the 
date  of  signing  the  contract.  If  for  any  legitimate  reason  this  program  could 
not  be  maintained  the  only  relief  open  to  the  purchaser  was  to  dispose  of  his 
property  to  the  realty  company  for  his  full  equity.  As  one  closely  identified 
with  building  and  construction  matters  I  want  to  emphasize  that  there  are  a 
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great  many  plttfalls  in  front  of  the  men  who  undertake  any  community-housing 
plan  on  a  large  scale.  I  feel  safe  in  saying,  and  I  Relieve  there  are  many 
who  will  bear  me  out,  a  large  proportion  of  hastily  built  homes  in  our  cities 
constructed  under  the  direction  of  well-meaning  persons  will  prove  very 
expensive  Investments  to  those  who  are  persuaded  to  Invest. 

An  illustration  of  what  happened  in  Jackson,  Mich.,  might  be  of  interest: 
In  that  city  manufacturers  sponsoretl  the  organizing  of  a  building  company 
which  put  up  several  hundred  homes,  and  the  manufacturers  urged  their 
employees  to  buy  them.  It  has  been  stated  that  these  houses  sold  at  prices 
riingiiig  from  J^4,^)00  to  $6,00().  Reports  reached  the  Jackson  Employers'  As- 
sociation that  buildings  were  I'oorly  constructed,  and  even  at  the  abnormal  cost 
of  erecti(»n  netted  a  large  profit.  When  this  condition  became  apparent  the 
inannfactnr(»rs  were  the  first  to  protest,  and  took  measures  to  improve  the 
building  standard.s. 

It  will  be  interesting  to  you  to  know  some  of  the  makeshifts  employed  by 
Detroit  families  to  keep  a  roof  over  their  heads,  and  this  is  one  of  the  reasons 
why  we  have  given  this  problem  so  much  attention. 

Hundreds  of  families  during  the  past  summer  have  been  living  In  tents. 
All  through  the  outskirts,  as  one  drives  about  the  city,  there  can  be  seen  two- 
car  garages  which  house  families  of  three  to  six  people,  built  on  the  rear  of 
lots,  boarded  up  or  covered  with  no  roofing  pai)er  to  protect  against  the 
elenjents.  One  automobile  company  in  Detroit  some  months  ago  purchased  a 
parish  school  with  the  Intention  of  tearing  it  down  and  using  the  site  for  a 
siilesrooni.  As  a  result  of  the  situation,  they  fllle<l  the  building  with  cot*; 
and  gave  temporary  relief  to  homeless  people  sent  there  by  charitable  institu- 
tions. Warehouses,  garages,  and  voting  booths  were  used  from  time  to  time. 
At  some  of  our  department  stores  you  can  purchase  a  f(mr-room  cottage  for 
a  few  hundred  dollars  which  is  guaranteed  to  hold  together  for  a  couple  of 
st^asons  until  the  crisis  clears  up. 

Detroit's  building  program  will  be  trenu^ndous  during  the  next  few  years. 
We  are  bohind  with  industrial  construction  of  every  kind.  We  are  planning 
to  meet  the  demands  upon  our  city  which  will  come  with  the  opening  of 
the  St.  Lawrence  route,  and  which  will  require  Detroit  to  be  a  great  seaport. 
We  have  launched  a  movement  for  the  construction  of  an  international  bridge 
a(!ross  the  Detroit  River  which  will  involve  an  exi>enditure  of  some  $28,0CX>,000. 
We  need  dozens  of  public  schools,  as  ar>proximately  30,000  of  our  children  are 
attending  half-day  ses.sions.  There  is  a  great  system  of  State  highways  being 
constructed  from  the  various  centers  of  Michigan,  most  of  which  converge 
at  Detroit,  which  will  open  the  way  for  a  great  motor-trucking  traffic,  and  we 
nt^d  warehouses  and  terminals  to  take  care  of  that  business.  We  have  accom- 
modations in  Detroit  for  approximately  40,000  freight  cars,  and  we  need  to 
keep  up  with  the  demand  in  this  respect.  The  Michigan  State  Telephone  Co. 
is  expanding  its  equipment  in  order  to  be  prepared  to  ser\^e  2,000,000  people  in 
1930,  and  keeping  pace  with  all  of  this  is  a  necessity  for  homes.  Do  not  be 
misled  by  a  notion  that  Detroit  is  a  one-industry  town,  depending  upon  the 
I>roduction  of  automobiles  for  its  prosperity.  It  leads  the  world  in  the  manu- 
facture of  pharmaceuticals,  adding  machines,  stoves,  paint  products,  and  ranks 
among  the  foremost  in  the  (mtpnt  of  overalls,  marine  engines,  electrical  devices?, 
soda  and  salt  products,  macliim*  tools,  trucks,  fabricated  copper,  railroad 
cars,  furniture,  periodicals,  and  water-heating  equipment.  This  is  cited  merely 
to  substantiate  and  emphasize  the  necessity  of  planning  and  providing  for  the 
future. 

I  may  not  be  out  of  place  at  this  point  to  t(mch  upon  the  general  financial 
condition.  I  have  interviewed  officials  of  several  of  the  leading  banking  insti- 
tutions of  Detroit,  and  while  there  Is  quite  a  wide  variation  of  points  as  to 
details  the  consensus  of  opinion  as  expressed  by  the  gentlemen  visied  sums  up 
the  general  financial  situation  as  follows: 

The  mortgage  loans  during  1920  equal  about  50  per  cent  of  the  mortgage 
loans  during  1919.  They  attribu  e  this  to  the  fact  that  money  has  not  been 
available  by  reason  of  the  decline  in  saving  deposits.  It  developed  that  there 
was  a  marked  increase  in  sa\ing  deposits,  which  by  the  way  are  made  for  the 
most  part  by  the  foreign  element,  inmiedia  ely  following  the  signing  of  the 
armistice  on  November  11,  1918,  which  put  at  the  disimsal  of  the  banks  a  vast 
anumnt  of  money  during  the  6  or  7  months  immediately  following  the  sig  i- 
ing  of  I  he  armistice.  As  all  mortgage  loans  are  made  fnmi  saving  deposits,  the 
law  requiring  the  investment  by  the  bank  of  51  per  cent  of  each  deposit,  it  fol- 
lows that  there  was  less  money  available  for  mortgage  loans  when  dei>oslt5 
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wore  withdrawn  for  export  to  foreign  countries.  This  may  seem  to  be  a  small 
Item,  but  In  reality  It  represented  millions  of  dollars  from  the  Detroit  bank-^ 
alone  which  was  withdrawn  by  the  foreign  population  and  sent  back  o  their 
native  lands.  At  this  point,  which  was  probably  the  beginning  of  1920  money 
became  "tighter"  because  of  curtailment  of  production  and  constHjuently  re- 
el iic  Ion  of  tlie  earning  power  of  labor  on  whom  the  banks  deptmd  for  saving 
deposits. 

It  seems  to  be  also  the  consenses  of  opinion  that  loans  froni  the  Finleral  Re- 
serve Board  Otr  mortgage  puriM)ses  is  entirely  impractical,  as  the  rate  of  in*"r- 
est  d<»es  no  warrant  its  use  for  mortgage  loans.  Ilils  is  probably  quite  iruc 
ill  view  of  the  fact  that  the  minlnmm  mortgage  period  of  three  years  and  the 
maximum  loan  jieriod  as  established  by  the  F'efleral  Reserve  Board  is  tbreo 
months.  As  to  he  mortgage  feature,  it  seems  that  there  has  been  a  step  tor- 
ward  on  the  part  (»f  the  banks  in  that  they  are  now  drawing  mortgages  which 
I)rovlde  for  partial  payment  each  year  during  the  life  of  the  mortgage,  whereas 
under  he  old  plan  of  operation  the  entire  amount  was  due  at  the  termination 
of  the  period  of  three  years.  This  permits  of  a  partial  money  turnover  at  least 
once  in  each  year.  As  to  the  borrowing  caj^acity  of  the  baliks  from  the  Fed- 
eral Reser\e  Board,  it  would  seem  tha.  It  depends  entirely  upon  their  ability 
to  furnish  lu'oper  collateral  other  than  mortgage  bonds  and  it  develops  further 
that  the  resources  of  the  Federal  Reserve  Board  are  used  only  for  commercial 
purjioses  as  dlstinguishe*!  from  mortgage  purposes.  Another  element  that  Is 
effecting  the  amount  of  available  money  for  mortgage  loans  is  the  withdrawal 
of  the  tunds  of  private  parties,  because  of  the  Federal  demand  for  payment  (»f 
income  tax  on  money  so  Invested,  whereas  if  ihe  same  amount  of  money  is 
used  for  the  purchase  of  municipal  bonds  they  are  tax  exempt. 

In  one  of  the  banks  interviewed,  it  was  found  that  their  mortgage  loans  dur- 
ing 1920  were  on  a  par  with  those  of  1919,  but  this  was  due  to  the  fact  that 
they  handle  loans  in  the  city  for  other  corresixmdent  banks  in  the  State  who 
<lid  not  have  call  for  lc»ans  equaling  the  requireil  51  i^r  cent  of  their  deposits. 
This,  however,  sliould  not  be  used  as  indicative  of  the  general  situation  as  it  i» 
purely  lo<'al  In  nature.  I  can  not  see  from  my  interviews  any  relief  to  be  had 
ihrough  the  Federal  Reserve  Board  while  present  money  rates  exist  and  the 
dearth  in  available  mortgage  money  Is  due  primarily  to  the  ex  ravagauce  and 
useless  expenditurvs  of  individuals  resulting  in  lack  of  saving  deposits  to  create 
u  fund  from  which  mortgages  can  be  made.  An  analysis  of  this  last  phase  is  a 
problem  in  itself  but  Its  Immediate  connection  with  the  general  financial  situa- 
tlbn  Is  readily  established. 

,  Now  for  some  figures.  I  desire  to  file  with  the  committee  as  a  part  of  this 
report  a  comparative  statement  of  building  operations  from  January  to 
September,  inclusive  of  this  .\ear,  giving  the  number  of  building  permits  and 
estimated  costs  compared  witii  the  same  months  of  1919.  I  will  not  read 
these  figures  at  this  time;  they  are  contpiled  from  Dodge's  reports.  I  only 
desire  to  quote  from  them  to  the  extent  that  this  committee  may  know  that 
In  Jaimary  of  this  year  building  permits  were  issued  for  construction  esti- 
mated to  cost  $r),(50(),()()0,  winch  represented  a  gain  of  430  per  cent  over  cor- 
responding months  of  1910.  In  February  the  j/ercentage  was  still  greater, 
running  up  to  504  per  cent  on  building  operations  In  1920,  or  $7,700,000;  In 
March,  1919,  building  operations  in  Detroit  began  to  assume  their  old  pro- 
IK)rtlon,  and  permits  were  issued  for  construction  work,  from  $3,200,000  up  to 
$4,800,000  the  following  month,  and  climbing  steadily  upward,  until  in  September, 
1919,  there  were  issued  2,553  i>ermits,  representing  a  construction  program  of 
$17,350,000;  during  this  year  only  once,  from  January  to  September,  did  the 
permit  total  fall  behiw  S5,0(KUKXJ,  when  in  August  is  dropped  to  $3,630,000; 
the  high  month  for  the  year  was  April,  when  the  estimated  cost  of  building 
for  which  permits  were  issued  climbed  to  $12,397,000. 

^o  much  for  Detroit.  Tlie  oti»er  cities  of  Michigan  reflect  similar  per- 
cent ag(^s.  The  1920  census  shows  for  the  first  time  in  the  history  of  our  State 
that  Michigan  is  no  longer  predomlrmntly  agricultural,  as  slightly  more  than 
50  per  cent  of  the  population  is  centereil  in  a  few  cities.  At  Pontlac  and 
Flint  alone  the  General  Motors  Co.  built  1  517  houses,  involving  an  investment 
of  S8,000,000;  in  Lansing  something  like  2,500  homes  were  built  this  year, 
in  that  city  the  building  [ri ogress  outstni)ping  tlie  water  and  sewer  facilities; 
Kalanutzoo  constructcnl  15S  new  residences,  almost  all  o^  which  were  made 
to  sell  for  less  than  $5,(X)0 ;  In  Port  Huron  one  of  the  salt  companies  imt  up 
28  houses,  aiid  a  metal-working  corporation  purchased  a  large  piece  of  ground 
and  has  launched  a  building  program ;  at  Belting,  Mich.,  where  are  important 
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silk  mills,  3  handsome  dormitories  liavo  been  erected  for  the  housing  of  youn 
women,  in  addition  to  that  70  homes  for  vvorlcmen  were  put  up  this  year:  at 
St.  Clair  one  company  built  28  houses:,  the  Cadillac  Motor  Trucl?  Co.  put  up 
0  houses ;  Manistique  added  19  houses,  built  by  its  lime  Industry ;  Grand 
Uapids  enjoyed  an  nmbitlous  bnlhlinjr  pro.s^rnm,  nnininjr  close  tr  300  hous«^: 
in  the  Upper  Peninsula  mininj?  conuianies  have  constructed  model  towns,  and 
in  some  lumber  sections  there  are  scune  handsome  settlements,  but  the  need  Is 
for  homes  and  still  more  homes,  and,  lilse  the  mythological  dragon's  teeth, 
for  every  dweliinjr  that  springs  up  there  seems  to  be  a  necessity  for  many 
more. 

MichijEran  feels,  as  oth'^r  comnninities  nmst,  that  when  labor  cimditions  are 
more  stabilized  great  headway  will  be  nmde  in  that  direction.  Detroit 
could  easily  develop  a  condition  similar  to  the  one  lieing  revealed  in  New  Yort, 
but  I  am  proud  to  say  that  nothing  of  that  kind  will  exist.  There  are  two 
reastms  for  this — ftrst  of  all,  because  our  labor  would  not  attempt  such  a  pro- 
gram, and.  secondly  be<'ause  our  building  elements  would  not  stand  for  it. 
Detroit  has  been  rec(>gnlzed  as  an  open-shop  city,  where  any  man  willing  t€>  do 
an  honest  day's  work  for  an  honest  day's  pay  can  always  come  and  find  a 
welcome  and  a  job  and  s(»me  one  who  is  interested  In  getting  him  established. 

In  1921  Detroit  hopes  to  build  thousands  and  thousands  of  houses:  she  will 
go  into  that  year  with  a  shortage  of  about  25,000,  according  to  conservative 
rect)rds.  This  includes  everv  type  of  dwelling  it  is  possible  to  construct — the 
special  home  for  executive  and  well-to-do  men.  the  average  well-built  and 
<omfortable  home  for  the  professional  and  middle-class  family,  and  another 
class  of  homes  for  its  great  cosmopolitan  population.  We  have  in  Detroit 
thousands  and  thousands  of  Negrot^^  shipped  north  for  work  in  the  industries, 
who  are  now  performing  a  substantial  proportion  of  our  unskilled  work.  The 
opening  of  the  gates  at  Ellis  Island  is  bringing  in  a  great  number  of  families 
from  Europe,  and  unless  an  organized  effort  is  made,  they  wjU  settle  in  ct>n- 
gcsted  districts  where  they  will  form  slums  and  ghettoes,  with  resultant  disease 
and  added  fire  risk. 

On  page  7,  include  the  word  "  stoves  "  among  the  items  listed  as  being  our 
principal  products. 

On  page  10,  cut  out  the  entire  quotation  which  starts  as  follows:  "The  head 
<«f  one  of  <mr  largest  banks.*'  etc,  and  closing  with  "too  extensive  for  a  con- 
tinuance of  rt  building  program." 

On  page  11.  cut  out  all  except  first  paragraph,  and  use  the  following: 

"As  to  railroad  facilities,  a  glance  at  the  map  will  show  that  during  that 
period  of  the  year  in  which  navigation  on  the  Great  Lakes  is  closed,  it  is  ini- 
jM>ssible  to  serve  the  major  portion  of  our  States  only  by  rail  service  from  the 
South.  By  reason  of  our  ge(»grapliical  location  we  have  been  handicappe<l 
severely  in  the  past  by  the  multitude  of  priority  orders  issued  by  or  in  behalf 
of  the  railrojul  which  rendered  it  Impossible  to  obtain  sufficient  equipment  for 
the  adequate  handling  of  building  material,  especially  at  the  close  of  the  build- 
ing season  when  open-to]>  equipment  except  such  cars  as  have  38-lnch  sides  or 
less,  wen*  restricted  to  the  movement  of  sugar  beet.  During  the  month  of 
September  and  Oi'tober  each  year  open-top  equipment  seems  to  be  reserved  for 
moving  of  this  counnodity,  which  we  believe  could  be  handled,  at  least  in  part, 
with  the  box-car  e<iuipment,  thus  leaving  free  for  the  building  industry  the 
use  of  large  open-top  equiianent  for  the  moving  of  building  supplies  greatly 
neede<l  at  this  pnrticular  time  in  order  that  road  work,  pavements,  and  sewei 
construction  might  be  completed  before  closing  in  of  cold  weather.  It  is 
obvious  that  it  is  impossible  to  lay  ui)  a  supply  of  building  material  in  advance 
of  these  months  to  take  eare  of  construction  work  as  it  progresses,  by  reason  of 
the  excessive  costs  of  storage  and  moving." 

As  there  has  b?en  some  agitation  relative  to  the  construction  on  the  part  of 
railroads  of  certain  e<iuh)monl  we  urge  strongly  the  cooperation  of  this  com- 
ndttei*  in  obtaining  a  standard  open-top  car  which  can  be  constructed  so  that 
all  steel  braces  running  loncritudinally  across  the  car  might  be  eliminated,  as 
builtling-supply  dealers*  and  contractors  have,  at  an  enormous  ex]>ense,  seyured 
locomotive  cranes  for  the  unloading  of  gondola  cars.  This  was  done  primarily 
in  order  that  the  cars  might  be  freed  more  expeditiously  and  returned  to  the 
mil  road  for  their  use.  A  large  percentage  of  the  open-top  equipment  now  in 
use  have  these  braces,  which  render  the  ust*  of  the  locomotive  cranes  impossible, 
reHulting  in  the  slower  and  more  expensive  method  of  unloading  by  hand,  thus 
tying  up,  so  to  speak,  all  equipment  for  an  unnecessarily  long  time.  It  is 
a  known  fact  that  open-top  equipment  without  braces  can  be  unloaded  with  the 
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modern  loeoniotlve  crane  in  approximately  20  minutes,  whereas  a  whole  day  is 
consumed  if  the  car  contains  longitudinal  braces  and  hand  unloading  is  necessary. 
I  can  not  urge  too  strongly  cooperation  of  your  committee  in  this  conne(?tion,  as 
all  parties  identifieil  with  the  building  industry  will  be  benefited  thereby ;  the 
railroad  has  its  cars  released  more  quickly ;  the  consumer,  whether  It  means 
municipality  or  Individual,  obtains  better  delivery  service  when  most  needed; 
and  the  dealer  is  able  to  eliminate  an  expense  of  handling,  which  should  be 
imnecessary  in  view  of  his  enormous  investment  in  locomotive  cranes  and  such 
CHiuipment. 

When  all  is  said  and  done,  do  we  not  come  back  to  the  original  proposition  of 
the  absolute  necessity  for  a  relief  in  the  housing  situation  and  the  necessity  for 
tlie  furthering  of  the  vigorous  building  program  along  all  lines.  If  the  de- 
mand, and  the  desire  exists  it  remains  only  for  us  to  remove  such  obstacles 
as  stand  in  the  way  of  the  successful  furthering  of  such  a  program.  I  believe 
a  better  government  <an  and  will  stand  rendering  aid  In  the  matter  of  financing, 
and  the  public  at  large,  through  the  realization  of  their  ne<*essitie8,  will  solicit 
and  secure  the  cooi)eration  of  their  township,  county,  and  municipal  govern- 
ments. A  FiHleral  plan  cr»uld  be  inaugurated  which  would  restrict  an  un- 
natural expansion  in  building  activity  and  could  direct  its  financing  into  legiti- 
mate enterprii^s.  eliminating  thereby  the  possibility  of  exploitation.  The  same 
nmciiinery  could  be  used  to  prohibit  charging  of  excessive  rents,  as  also  it 
c<nild  influence  the  attitude  of  unreasonable  tenants  toward  their  owners.  The 
municipal  government  could  give  thought  to  the  careful  planning  and  selection 
<»f  building  locations  in  and  around  large  cities,  in  order  that  sections  not  properly 
adapted  as  home  sites  might  not  be  allowe<l  to  be  subdivided.  They  could, 
further  by  f(»rethought  lay  out  a  program  that  would  permit  of  a  sewer  system, 
water,  and  ele<'trlc  light  being  only  in  desirable  building  sections,  thus  assuring 
a  helpful  and  happy  existence  to  prospective  builders. 

In  conclusion,  gentlemen,  I  wish  to  say  that  I  am  most  c(mfident  that  the 
work  of  this  conunittee  will  result  in  great  headway  toward  a  meeting  of  our 
problems  and  the  ultimate  overcoming  of  them.  I  realize  fully  that  we  can 
not  hope  to  accomi»lish  all  of  these  things  in  a  year,  but  surely  this  is  the  time 
to  start.  Speaking  for  the  people  that  I  represent,  I  pledge  my  efforts  and 
those  of  my  associates  unreservedly  towanl  the  furthering  of  this  program. 

The  Chairman.  Mr.  John  A.  Carroll,  of  the  Hyde  Park  State 
Bank,  South  Shore  State  Bank,  and  the  Chicago  and  Cook  County 
Bankers'  Association,  which  comprises  the  10()  outlying  banks  of 
Chicago,  with  combined  deposits  of  over  $500,000,000,  and  all  coming 
in  close  contact  with  the  housing  situation  and  the  loaning  of  money 
on  real  estate  for  improvements  for  this  purpose,  has  a  statement  to 
read. 

STATEMENT  OF  MR.  JOHN  A.  CAEROIL,  EEPEESENTINO  CEETAIN 

OUTLYING  BANKS,  CHICAGO,  ILL. 

Mr.  Carroll  (reading)  : 

The  outlying  banks  of  Chicago,  interested  in  tlie  development  of  their  im- 
me<liate  territories,  as  well  as  in  providing  safe  securities  for  the  investment  of 
their  depositors'  funds,  have  always  considered  that  the  real  estate  first  mortgage 
on  an  individual  home  occupieyd  by  its  owner  represented  the  best  and  safest 
security  for  tlie  employment  of  idle  funds. 

These  banks  have  in  the  past  loaned  millions  of  dollars  in  Chicago  for  build- 
ing improvements. 

The  interest  rate  was  formerly  H  per  cent,  and  the  mortgages  were  readily 
salable.  When  corporations  began  paying  7  per  cent  and  8  per  cent  for  money 
and  issuing  their  bonds  and  n<>tes  the  average  mortgage  buyer  called  his  loan.s 
when  tlicy  became  due  and  refused  to  loan  his  money  on  real  estate  tirst  mort- 
gages at  (J  per  cent,  for  the  very  obvious  reason  that  he  couhl  get  a  more  lltiuid 
security  at  a  rate  one  and  two  points  higher. 

Since  the  Iianks  were  not  able  to  move  first  mortgages,  they  ceased  making 
them;  and,  of  course,  since  builders  were  unable  to  secure  money,  they  quit 
building.     Tiiat,   I   thiidi,  is  the  prime  factor  in   the  present   house  shortage, 
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although  the  recent  acute  sliortuge  of  hil)or  and  materials  fo'ved  these  p^it*^^*  re 
an  artificial  basis  far  beyond  the  point  wliere  any  conservative  huihler  dare<l  ti> 
venture. 

These  two  latter  conditions  liave  now  been  renioved.  The  only  fly  in  the  oim- 
ment  now  is  the  cost  ol  money,  so  I  think  we  ni:iy  eliminate  every i hi n;:  *  xcejK 
the  tinancial  end  of  the  problem. 

Banks  and  investment  Iiousi^s  will  not  loan  money  at  6  per  cent  S(»  Ion;:  u-s 
luM'stors  will  not  buy  6  per  cent  rcjd  estate  mort?a.J:cs  when  they  can  jier  other 
forms  of  securities  fit  7  per  c^nt  and  8  per  cent. 

If  immediate  action  is  wanted,  some  temporary  enctmragement  should  l>e 
given  to  r^-leasing  taxation  on  real  estate  mortgages,  so  that  Investors  would  h^^ 
encouraged  to  buy  6  per  cent  mortgages  again  in  preference  to  tax-fn^  njuni<  i- 
pals  bearing  substantially  one  and  two  points  higher.  It  would  not  be  goiHl 
ei'onomy,  in  my  judgment,  to  permanently  release  a  real  estate  mortgage  from 
its  tax  feature,  but  as  a  nmtter  of  exptnliency  it  ndght  be  desirable  if  it  couM 
be  done  to  make  it  tax  free  imtil  sucli  time  as  the  rat(»  for  money  recedes  lo 
the  6  per  cent  basis. 

The  other  expedient  would  be  to  tax  municipals,  whh-h  would  then  put  tlie  6 
per  cent  first  real  estate  mortgages  on  a  parity  with  the  6  per  cent  municiimls. 

There  is  some  legal  objection  to  the  taxing  of  municipals,  therefore  the  oidy 
alternative  is  to  release  taxation  on  mortgages  and  simply  make  a  bold  announce- 
ment that  real  estate  mortgages  would  be  tax  free  for  a  period  of  two  years; 
and  I  think  a  great  deal  of  money  will  find  its  way  into  this  kind  of  security. 

Six  per  cent  has  been  a  gonig  rate  for  real  estate  mortgages  for  so  long,  build- 
ers will  be  very  slow  to  pay  more;  and  investors  have  always  been  satisfied  on 
this  form  of  security  until  rates  for  iitioney  went  up  and  tb.e  nninicii>al  tax-free 
securities  came  in  sharp  competition  with  the  real  estate  first  mortgage  and,  of 
course,  took  priority  with  all  large  investors. 

Labor  and  material  are  rapidly  sliding  to  nonnal,  and  by  next  spring  will  be 
so  that  the  large  army  of  builders  will  move  fonvard,  providing  they  can  get  the 
money  to  make  the  improvements. 

The  only  way  to  get  the  money  is  to  devise  some  method  to  make  it  attrac- 
tive enough  for  the  banics  and  investors  to  loan  it  to  them. 

The  Chairman.  Now,  you  are  next,  Mr.  Edens. 

STATEMENT  OF  MR.  WILLIAM  G.  EDENS,  PRESIDENT,  ILLINOK 

HIGHWAY  IMPROVEMENT  ASSOCIATION. 

Mr.  Edens  (reading)  : 

The  following  re.solution  adopted  by  the  good  roads  and  agricultural  i-om- 
mittees,  Illinois  State  Bankers'  Association,  by  members  executive  connnittee 
of  the  Illinois  Agriculture  Commission  and  membei-s  of  tiie  execuiive  conjuiirtee 
of  the  Illinois  Agricultural  Association,  and  members  of  the  agricultural  com- 
mission of  the  American  Bankers'  Association. 

To  be  successful,  a  road-building  program  nuist  be  foimded  on  the  best 
available  plan  and  must  be  supiwrted  by  public  sentiment.  Your  commission 
believes  that  basically  the  present  arrangement  of  cooperation  between  the 
Federal  and  State  Governments  in  the  construction  of  national  highways  is 
the  best  available,  and  any  change  would  have  a  disiistrous  effect  on  the 
general  favor  which  this  close  association  has  won  in  all  sections  of  the 
country. 

Even  on  national  highways  agricultural  conununities  put  the  primary  use 
of  a  road,  namely,  its  efficiency  as  a  highway  to  the  nearest  market,  above 
all  other  considerations,  and  to  meet  this  conception  some  form  of  local  con- 
trol, such  as  is  furnished  by  the  State  commissions  at  present,  is  necessary. 

Your  commission  favors  a  five-year  building  program  on  national  high- 
ways, with  Federal  appropriations  of  $100,000  a  year  for  that  period,  the 
States  to  furnish  an  equal  amount,  and  the  cost  to  be  prorated  on  a  basis  of 
50  i)er  cent  each,  except  in  some  Western  States  where  the  national  public 
Interest  might  justify  a  larger  ratio  of  help. 

The  Chairman.  Xow,  you  proceed,  Mr.  Sherman. 
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STATEMENT  OF  MR.  LeROY  K.  SHERMAN,  EStt.,  PRESIDENT, 
AMERICAN  ASSOCIATION  OF  ENGINEERS. 

Mr.  Sherman  (reading)  : 

My  remarks  will  be  confined  to  the  buildini?  situation  as  applieti  to  the  ordi- 
nary dwell-nj?  house.    I  will  take  up  three  phases  of  this  situation : 

1.  The  increase  in  the  co>t  of  house,  tofcether  with  the  question  of  what 
Constitutes  a  fair  rental. 

2.  Why  housing  differs  from  other  commodities. 

3.  The  future  and  suggested  remedies  to  overcome  the  housing  shortage. 

My  statements  are  based  on  my  acquaintance  of  the  building  situation 
through  the  national  organization  of  the  American  Association  of  Engineers, 
and  more  particularly  through  my  experience  with  the  housing  situat'.on  as 
president  of  the  Un'te<l  States  Housing  Corporation,  having  to  do  with  the 
construction  of  some  6,000  houses  at  25  different  places  throughout  the  country, 
together  with  the  renting  of  these  properties  of  the  Government  and  their  sale. 

I  present  herewith  a  statement  showing  the  cost  of  a  6-room  frame  house 
with  cement  basement,  hot-air  furnace,  well  con.structed,  with  modern  plumbing 
and  electric-light  fixtures.  Based  on  average  rates  for  union  labor  throughout 
the  United  States  and  the  average  price  of  lumber  and  building  materials 
throughout  the  country  in  1913  the  cost  of  this  house,  exclusive  of  land  and 
utilities,  was  .$2,972.  In  1918,  assuming  the  same  efficiency  of  labor,  the  cost 
was  $3,008.  In  the  summer  of  1919  it  was  $5,000,  an  increase  of  65  per  cent 
in  labor  and  71  per  cent  in  material,  or  a  total  increase  of  68  per  cent.  Since 
the  summer  of  1919  costs  of  both  labor  and  material  have  increased  so  that 
it  is  now  nearer  a  100  per  cent  basic  increase. 

These  figures,  I  believe,  represent  one  of  the  most  careful  cost  analysis 
which  has  ever  been  made  on  housing.  It  was  compiled  under  my  direction 
with  the  assistance  of  a  number  of  the  most  experienced  architects  and  build- 
ers in  the  country.  It  has  been  carefully  checked,  and  the  details  of  this 
estimate  are  printed  in  the  bulletin  of  the  United  States  Department  of  Labor 
for,  I  believe,  the  month  of  February,  1920. 

A  further  comparison  of  cost  of  this  house  in  1913  and  1919,  constructed  of 
hollow  tile,  are  $3,402  and  $5,737— brick,  1913,  $3,586,  and  1919,  $6,110.  If  land, 
utilities,  and  drainage  are  included,  the  cost  of  this  frame  house  was,  in  1913, 
S4,157,  and  in  1919,  $6,921. 

It  will  be  noted  that  this  percentage  of  increase  is  near  normal  and  corre- 
sponds with  tlie  general  increase  in  the  cost  of  production.  Why,  then,  are 
houses  not  produced  the  same  as  other  commodities  regardless  of  this  increase 
in  cost?  In  my  opinion  the  reason  Is  this:  Housing. is  different  from  other 
commodities.  Almost  all  commodities  are  purchased  and  used  within  a  short 
period  after  the  time  of  production.  Regardless  of  price  Increase  there  is  no 
altomative  and  the  commodities  are  purchased  and  consumed.  The  great  bulk 
of  housing  of  to-day  and  of  many  years  hence  which  was  and  will  be  in  service 
was  constructed  several  years  ago  or  prior  to  1913. 

The  present  builder  of  houses,  both  In  sales  and  rental,  has  to  compete  with 
the  owners  of  buildings  constructed  in  the  past.  An  increase  of  50  per  cent 
in  rent  or  sales  of  dwellings  constructed  prior  to  1914  offer  the  owner  hand- 
some profits.  Exactly  the  same  building  constructed  to-day  offers  the  owner  no 
profits.  Our  experience  in  the  salvage  of  Government  housing  shows  that  there 
is  a  monthly  rental  for  the  average  dwelling  house  beyond  which  people  will 
not  go  regardless  of  the  housing  shortage.  They  will  simply  adapt  themselves 
to  more  confined  quarters  in  existing  dwellings. 

FAIR   RENTALS. 

The  following  may  be  of  Interest  as  expressing  the  percentage  of  cost  for 

fa'r  rental  as  formulated  by  a  number  of  the  leadliig  real  estate  men  associated 

with  us : 

Per  cent. 

Maintenance 1.  2 

Insurance .  2 

Taxes  and  assessments 1.  4 

AHowance  for  vacancy .  7 

Depreciation  or  amortization 3.0 

Administration 5.  0 

Interest  on  investment  or  profit 6.  0 
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For  a  $4,000  house  tills  amounts  to  $43  per  month  and  for  a  $7,000  house  ii 
amounts  to  $76  per  month. 

In  the  foregoing  estimated  cost  of  housing  it  has  been  assumed  that  the 
efficiency  of  building  labor  was  constant.  This  lias  not  been  the  case.  r>urlu,4 
the  early  spring  of  1919  there  was  a  short  period  when  there  wns  a  sliglir 
excess  of  building  labor.  The  efficiency  of  building  labor  inmieiliately  increasetl 
at  least  35  per  cent.  I  believe  it  is  safe  to  say  that  an  excess  of  lalw>r  of  3 
per  cent  increases  its  ^Sciency  40i  per  cent,  and  a  deficiency  of  lalK)r  or  a 
shortage  of  labor  of  3  per  cent  likewise  reduces  its  efficiency  40  i>er  cent. 

How  can  construction  of  housing  be  stimulatetl?  First  and  foremost,  by 
reduction  in  the  cost  of  building  materials;  second,  by  incrcasefi  efficiency  of 
labor.  In  the  percentages  I  gave  for  the  Increase  in  cost  of  labor  ;in<l  iii:i- 
terial,  respectively  65  i>er  cent  and  71  per  cent,  this  represcnte<l  the  averap' 
increase.  If,  however,  we  included  simply  the  larger  cities  where  the  bulk  «»f 
building  is  done  and  where  the  union  wage  scale  is  increased  to  a  greater 
extent  than  has  the  cost  of  labor. 

Other  factors  w^hich  might  go  to  stimulate  building  are  more  eeoiioniii^al 
design  of  the  ordinary  dwelling  house;  designs  standardize!  so  far  as  con- 
struction Is  concerned,  but  not  standardized  In  appearance;  wiiolesale  construe- 
tlou  of  a  number  of  houses  under  one  contractor  will  further  reduce  costs. 
Then  the  housing  production  may  be  stimulated  by  a  reduction  in  any  form  of 
direct  or  Indirect  taxation,  whether  It  be  on  the  property  Itself  or  uik»u 
mortgages  or  loans  for  housing  construction.  The  proiiosed  building  loan 
regional  bank  under  Government  supervision  would  be  of  material  value. 

The  most  direct  ami  obvious  way  to  Increase  housing  juid  one  which  has 
largely  been  adopted  by  Great  Britain  and  other  European  countries  is  the 
direct  loaning  of  money  by  the  Government  for  housing.  As  far  as  my 
observation  hos  gone  such  governmental  loans  have  been  In  reality  subsidies. 
The  loans  of  the  Canadian  Government  to  municipalities  f<u-  the  encourage- 
ment of  housing  Is,  I  believe,  the  best  example  of  direct  Government  aid  and 
has  the  least  subsidy  factor  connected  with  It. 

Personally,  I  am  opposed  to  direct  Government  loans  for  housing  on  the 
ground  that  at  the  i)resent  time  to  be  effective  It  must  consist  of  a  subsidy.  I 
do  believe,  however,  that  it  would  be  highly  desirable  for  the  National  Govern- 
ment to  have  a  small  department  or  service  bureau  to  hold  the  valuable  housing 
data  which  it  has  in  Its  iM)ssesslon  and  to  correlate  and  disseminate  inforniatlon 
1  elating  to  housing. 

I  understand  a  bill  to  this  effect  was  intro<luce<l  by  Mr.  Tlnkham.  of  Massa- 
chusetts. 

The  Chairman.  Xow  we  will  hear  Mr.  Thompson. 

STATEMENT  OF  MR.  CHARLES  P.  THOMPSON,  PRESIDENT  CHICAGO 

BTTILBINO  MATERIAL  EXCHANGE. 

Mr.  Thompson  (reading)  : 

Preceding  witnesses  before  your  committee  have  presented  facts  ami  figures; 
showing  clearly  the  extent  of  the  housing  shortage  in  (^hlcago  and  vicinity. 
Uiion  that,  therefore,  I  will  not  comment. 

Cessntion  of  building  is,  of  course,  the  imderlylug  cause  of  this  tremendous 
shortage  and  the  obstacles  now  preventing  a  resumption  of  building  on  a  large 
scale  are,  in  the  opinion  of  many  building  material  merchants,  chiefly  two, 
namely;  Inadequate  transportation  and  inadequate  cre<lit. 

The  inability  of  the  railroads  to  handle  the  l)usiness  of  the  country,  causing 
the  Interstate  Commerce  Commission  to  Issue  priority  orders  In  favor  of  in- 
dustries other  than  construction,  thus  depriving  the  construction  Industry  of 
an  adequate  car  supply,  has  contributed  in  a  largt*  measure  to  the  upward  trend 
In  building  material  costs. 

The  uncertainty  of  delivery  of  materials  has  done  much  to  discourage  pros- 
pective building  even  where  funds  were  available  to  finance  such  building.  The 
fact  that  builders  have  been  unable,  of  late,  to  secure  an  even,  regular,  and  un- 
lnterrupte<l  supply  of  materials,  thus  forcing  upon  them  expensive  delays,  has 
created  an  uncertainty  In  the  ultimate  cost  of  building  projects  that  has  added 
seriously  to  the  difficulties  of  obtaining  credit. 

It  is  probable  that  some  deferred  building  projects  would  proceed  or  would 
have  proceede<l  and  that  considerable  latent  capita4  would  be  forthcoming  if 
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this  uncertainty  of  delivery  were  removed  and  the  ultimate  cont  of  construction 
be  definitely  ascertainable  in  advance  of  completion. 

On  account  of  these  delays  and  uncertainties  of  transportntion,  manufac- 
turers, contractors,  etc.,  have  adopted  the  practice  of  passing  on  to  the  owner 
the  burden  of  assuming  the  risk  of  all  contingencies  and  while  this  practice 
is  unquestionably  justified  by  conditions  it  has  not  had  a  stimulat'ng  effect 
upon  building.  An  early  modification  or  cancellation  of  existing-  priorities  op- 
erating against  the  constructiim  industry  and  a  more  liberal  attitude  toward 
the  constructitm  Industry  by  the  Interstate  Commerce  (\)nimission  would  be 
a  step  toward  the  restoration  of  the  building-material  industry  to  a  normuT 
condition  with  reference  to  carry  supply. 

The  questicm  of  credit  is  undoubtedly  the  big  obstacle  to  building  Mt  this 
time.  It  Is  probable  that  the  supply  of  money  and  money  rates  will  gradually, 
throuffh  natural  events,  l)e  adjusted  to  a  normal  condition,  if  allowed  sufficient 
time. 

The  housing  problem,  however,  needs  immediate  relief  and  can  not  wait  for 
this  gradual  adjustment  to  be  consummated.  Capital  will,  assuredly,  not  come 
to  the  relief  of  building  unless  It  is  sufficiently  encouraged. 

It  is  probable  that  legislation  providing  for  exemption  from  F'ederal  taxa- 
tion for  a  period  of  years  of  incomes  derived  from  investment  in  new  buihlings 
erected  subsiHjuent  to  January  1,  1921,  with  certain  limitaticms  as  to  amount, 
would  be  helpful  to  building. 

An  act  s'milar  to  the  Federal  farm  loan  act  whereby  loans  made  to  finance 
building  projects  could  be  redlscounte<l  through  the  Ff^leral  reserve  bank<, 
would.  It  would  seen*,  provide  ;'n  Innnense  amount  of  additional  funds  for  build- 
ing purposes.and  will,  no  doubt,  receive  the  consideration  of  your  connnittee. 

It  has  been  suggested  also  that  inasnnich  as  the  constructicm  industry  is 
the  .second  largest  industry  in  th's  country,  being  outranked  in  size  only  by 
agriculture,  that  c*msideraticm  be  given  to  the  idea  of  creating  in  the  ad- 
minlstrat  ve  branch  of  the  (Tovernment  a  department  to  be  known  as  th'* 
department  of  construction,  which  department  would  be  in  charge  of  a  secretary 
of  construct  on.  who  as  a  member  of  the  President's  Cabinet  would  be  charged 
with  the  duty  of  developing,  fostering,  and  supervising  the  constructicm  in- 
dustry of  the  United  States. 

The  Chairman.  Proceed,  Mr.  Cormack. 

STATEMENT  OF  MR.  EDWABD  K.  CORMACK,  REPRESENTING  THE 
NATIONAL  BUILDERS*  STTPPLY  ASSOCIATION. 

The  Chairman.  Mr.  Cormack,  will  you  please  state  your  position. 

Mr.  Cormack.  I  am  president  of  the  Consolidated  C^o.  I  am  here 
representinor  the  National  Builders'  Supply  Association  in  the  place 
of  their  president,  Mr.  Bradshaw,  from  Indianapolis,  who  could  not 
be  present.  I  have  prepared  a  statement  here  which  will  not  take  me 
more  than  a  second  to  read. 

The  Chairman.  Go  ahead. 

Mr.  Cormack  (reading)  : 

In  the  name  and  on  helm  If  of  the  National  Builders'  Supply  Association,  an 
association  re  presenting  the  hu'lding  material  supply  dealers  all  over  the  United 
States.  I  suhmit  for  the  consideration  of  your  committee  the  following  facts 
regarding  the  construction  industry : 

1.  For  war  reasons,  our  industry  was  de<'lared  nonessential. 

2.  Now  that  the  need  for  this  declaration  has  passed,  difficulty  is  found  in 
restoring  the  construction  industry  to  the  place  it  previously  occupied. 

3.  The  tive  great  needs  of  mankind  are  food,  clothing,  shelter,  transportation, 
and  credit.  In  a  primitive  condtion,  man  could  get  along  without  the  last  two 
but  now  if  these  are  withheld,  he  reverts  back  to  his  primitive  conditions. 

4.  The  two  things  needed  to  restore  the  construction  industry  to  its  proi>er 
place  among  the  necessities  mentioned  are  the  revising  and  improvir.g  of  <nr 
present  trans|M)rtation  and  credit  facilities  as  applied  to  the  construction 
industrj'. 

5.  In  the  transi>ortation  field,  we  find  that  building  materials,  an  absolute 
necessity,  are  discrlndnatcd  against  in  the  ma-king  of  rates.    You  will  find  upon 
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invest if^ation  that  buil(liii.a:  supplies  take  as  great  or  greater  rate  p*^r  ton-uiUe 
than  do  other  eonnnodities  of  a  nuieh  greater  value  anil  which  have  to  be 
shipped  in  inspected  equipment. 

The  bulli  of  building  supplies  can  be  shippe<l  in  ecjuipment  not  necessarily 
weatherproof. 

6.  When  the  construction  industry  is  runninfi  normal  it  furnishes  to  the 
railroads  over  50  per  cent  of  their  total  tonnagre,  but  to  keep  the  construction 
supply  factories  running  steadily  and  thereby  keeping  the  cost  of  production 
to  a  minimum,  it  becomes  necessary  that  onr  transportation  facilities  be  so 
reorganized  as  to  have  in  mind  the  needs  of  the  construction  industry.  It  is 
an  economical  business  for  the  railroads  to  handle,  being  practically  all  carl<»ad 
business,  the  railroads  furnishing  no  labor  in  conncH'tion  with  it,  other  than 
that  of  transportation,  neither  at  the  receiving  or  the  distributing  end  does 
the  railroad  employee  touch  the  contents. 

7.  I  therefore  submit  that  one  of  the  things  your  committee  must  do  Is  to 
pay  considerable  attention  to  the  effect  that  traui^portation  in  its  etfleiency  and 
in  its  cost  has  on  construction  industry. 

8.  It  makes  no  difference  whether  it  be  an  individual  building,  an  humble 
cottage,  or  a  corporation  putting  up  a  gigantic  skyscraper,  both  nee<l  the 
assistance  of  credit  to  carry  out  their  project. 

9.  In  these  times  of  high  interest  charges,  credit  has  shunned  the  demands 
of  construction,  preferring  to  aid  more  speculative  industries  with  the  chance 
of  greater  annual  returns.  To  restore  credit  to  the  constr\iction  industry-  it 
might  be  advisable  to  consider  the  lightening  of  taxes  and  the  removal  of 
income  tax  on  the  investment  in  home  and  dwellings  of  all  kinds.    . 

10.  I  question  the  wisdom  of  the  United  States  Government  going  into  the 
direct  loan  business  for  the  purpose  of  making  building  loans  to  its  citizens,  but 
I  am  in  favor  of  its  using  all  the  resources  in  its  i  ower  to  make  it  attractive  for 
its  citizens  to  do  business  one  with  another. 

11.  The  United  States  Government  has  seen  tit  rightly  to  pay  considerable 
attention  to  the  food  production  of  the  United  Srat«'s  as  shown  in  their 
agricultural,  live-stock,  and  fishery  departujents,  but  the  construction  Industry, 
the  second  largest  employer  of  labor  and  the  greatest  produ«^*er  of  permam^ni 
taxable  wealth  in  the  country,  has  been  ignored  or  dnirned  with  faint  praise. 

I  therefore  suggest  to  your  honorable  •committee  that  you  consider  the  a<l- 
visabillty  of  recommending  that  a  department  in  charge  of  a  cabinet  officer,  ii» 
be  known  as  the  secretary  of  construction,  be  added  to  the  executive  forces  of 
the  United  States. 

As  a  suggestion  for  the  improvement  of  the  construction  industry  it  nilght 
be  well  for  your  committee  to  look  into  the  restrictions  placed  on  the  youth 
of  America  to  prevent  them  from  learning  and  acquiring  the  trades  of  building 
mechanics ;  and,  in  the  event  of  it  being  deemed  advisable  to  correct  this  restric- 
tion through  the  bodies  at  present  responsible  for  it,  then  for  you  to  consider 
tlie  advisability  of  the  United  States  teaching  its  young  men  these  trades,  so 
that  they  may  have  an  honest  method  of  acquiring  a  livelihood. 

The  trouble  with  the  construction  industry  can  not  be  removed  and  the 
Industry  reformed  by  a  special,  .short-lived  commission.  It  requires  the  daily 
and  permanent  attention  of  officials  responsible  for  its  welfare. 

The  Chairman.  Mr.  Affleck,  we  will  hear  you. 

STATEMENT  OF  MR.  BENJAMIN  F.  AFFLECK,  PRESIDENT, 
UNIVERSAL  PORTLAND  CEMENT  CO. 

The  Chairman.  Mr.  Affleck,  will  yon  please  state  your  position? 

Mr.  Affleck.  I  am  president  of  the  Universal  Portland  Cement 
Co. 

The  Chairman.  Mr.  Affleck,  have  you  prepared  a  statement? 

Mr.  Affleck.  I  have  here  a  statement,  Mr.  Chairman,  which  I  will 
read,  with  your  permission,  as  rapidly  as  I  can.     [Eeading :] 

To  account  for  tbe  present  inactiviry  in  tbe  constrnrtion  indnstry  It  Is  ne<- 
^ssary  only  to  rec'ount  l)rietly  some  of  tlie  occurnnces  that  have  affected  the 
industry  in  the  last  year  or  two. 
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Before  the  sitniing  of  the  armistice  the  construction  Industry  was  ham- 
pered by  war  restrictions.-  After  the  armistice  tliese  war  restrictions  were 
removed,  but  many  of  those  interested  in  construction  work:  hesitated  to  go 
ahead  until  conditions  general iy  had  settled  on  a  reasonably  firm  basis.  The 
result  of  both  these  factors  was  a  large  accumulation  of  worlc  waiting  to  be 
done,  the  most  imr)ortant  items.  i)erhai>s.  l)eing  dwelling  places  and  hijrhways. 

In  midsummer  of  last  year  activity  was  resumed,  and  the  demand  for  labor 
and  building  materials  reached  its  hei;;ht  in  Uie  early  months  of  1920.  By 
July  1  the  demand  for  labor  and  materials  for  new  projects  had  begun  to 
recede  because  of  obstacles  in  the  way  of  prosecuting  the  work.  These  in- 
cluded high  money  rates,  restricted  credits,  high  prices  for  labor  and  ma- 
terials, difficulty  in  securing  materials  because  of  curtailed  production,  and, 
perhaps  most  serious  of  all,  inadequate  transportation. 

In  addition  to  the  other  diihculties  retarding  building,  a  disposition  appa- 
I'ently  growing  out  of  war  restrictions  has  continued  to  curtail  through  credit 
and  the  use  of  railroad  cars  that  part  of  the  Nation's  construction  program 
that  might  othen^ise  have  been  carried  out.  (The  New  York  Times,  on 
Sunday.  Se|)tember  2G,  1020,  in  an  article  slgne<l  i>y  Alk^n  E.  Beals,  referred 
10  **  the  notorious  No.  7  service  order,  whlcli,  when  tht-  4^(»mpanles  protesttHl 
against  Its  enforcement  so  rlgl<lly  as  to  exclude  all  limestone  from  cement 
plants,  even  to  the  point  of  forcing  mill  shutdowns  recently,  was  answered 
by  the  assertion  that  If  further  complaints  were  heard  it  would  be  applied 
so  as  to  make  It  even  more  rigorous."  The  article  states  further,  **  Had  this 
order  not  been  promulgate<l  tliere  would  have  been  produced  some  7,()00,(HX) 
more  barrels  of  comtnt  at  the  then  mlU-operatlng  rate  of  70  per  cent  of 
capacity,  and  much  of  the  present  stress  for  cement  supply  would  have  been 
avoided  and  building  would  have  bet^v  much  further  along.*') 

The  »#rder  referred  to  is  Interstate  Commerce  Commission  Service  Order 
No.  7,  which  successively,  under  Nos.  9,  15,  and  20,  has  been  extended-  In- 
definitely, and  restrains  and  restricts  open-top  cars  with  sides  of  less  than 
as  Inches  In  height  largely  to  the  movement  of  coal,  causing  curtailment  of  the 
movement  of  building  materials  and  other  materials  used  in  the  jnanufacture 
of  building  materials. 

As  a  result  of  the  obstacles  named,  and  others,  there  Is  still  a  large  accu- 
mulation of  construction  work  waiting  to  be  done,  and  reports  from  archi- 
tects' offlcf  s  and  other  sources  are  that  a  great  deal  of  work  Is  being  held 
at  the  point  of  prepareilness,  ready  to  go  ahead  with  the  disappearance  or 
alleviation  of  some  of  the  retarding  Influence. 

Happily,  Improvement  Is  already  noticeable  in  some  directions.  The  rail- 
road situation,  which  has  been,  probably,  the  most  troublesome  factor  in  the 
situation,  is  much  better  than  some  weeks  ago.  Labor  is  available  and, 
equally  Imimrtant,  It  is  increasing  in  efficiency,  although  wages  are  still 
high.  These  two  circumstances  alone  will  go  far  toward  improving  other 
factors.  Better  railroad  operation  will  make  possible  the  movement  of  farm 
products  and  other  materials,  thus  releasing  mtmey  now  tied  up,  and  at  the 
same  time  will  Increase  production,  which  Is  the  fundamental  requirement  of 
prosperity. 

Such  dlfllcultles  as  the  car  shortage  and  the  swltchmen*»  strike,  as  well  as 
others  mentioned,  affect  not  only  outgoing  shipments  from  manufacturing  plants 
but  also  production  at  these  plants  by  interrupting  the  supply  of  coal  and  raw 
materials  and  by  curtailing  the  switching  of  cars  in  yards  necessary  to  the  opera- 
tion of  the  plants ;  and  curtailed  production  of  course  means  higher  cost  of  pro- 
ducticn  with  resultant  higher  prices. 

Usljg  cement  as  an  example,  the  difficulty  In  this  year  of  unusually  heavy  de- 
mand has  been  not  lack  of  manufacturing  capacity,  but  inability  on  the  part  of 
the  manufacturers  to  keep  their  plants  operating  at  capacity.  The  curtailment 
in  cement  production  was  caused  by  strikes  tfnd  scarcity  of  labor  at  cement 
plants,  strikes  in  other  lines  of  industry  on  which  the  cement  plants  are  depend- 
ent, such  as  strikes  In  the  g>^psum  plants,  the  strike  of  coal  miners  last  fall,  the 
strike  In  the  Illinois-Indiana  coal  fields  part  of  this  year,  and  the  general 
lack  of  transportation  facilities,  including  embargoes  on  the  railroads.  The 
ratio  of  cement  production  to  manufacturing  capacity  for  the  entire  year 
1919  was  only  about  54  per  cent,  and  for  the  first  nine  months  of  1920  about  67 
per  cent.  The  rated  capacity  of  all  cement  mills  in  the  United  States  is  about 
125,000,000  barrels  annually.  The  most  cement  ever  used  in  the  country  In  a 
year  was  about  94,000,000  barrels  in  1916.  That  Is  to  say,  the  country  has  never 
used  as  much  as  75  per  cent  of  its  productive  capacity,  conservatively  estimated. 
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In  the  case  of  the  cement  company  operated  under  my  direction,  our  diffi- 
culties date  baclc  to  August  1,  last  year,  since  which  time  striljes  have  inter- 
fered seriously  with  our  mill  operations.  As  a  result,  some  jobs  for  which 
we  could  have  supplied  cement  and  which  might  have  been  completed  last  fall 
carried  over  into  this  year.  The  year  opened  with  an  extraordinai*>'  heavy  de^ 
mand,  so  that  by  February  1  our  mills  were  about  2,300  cars  beliind  on  ship- 
ments, and  about  March  1  this  figure  had  grown  to  3,  600  cars.  The  peak  came 
in  the  first  week  in  May,  when  we  were  about  6,100  cars  behind,  the  oldest  order 
dating  from  Januar>'. 

The  direct  cause  of  these  delays  was  the  acute  car  shortage  which  was  con- 
tinuous over  the  first  half  of  the  year.  There  were  times  early  in  the  year  when 
our  cement  bins  were  taxed  to  capacity,  making  it  necessary  to  adopt  unusual 
means  of  delivery  to  make  room  for  continuous  operation  of  our  mills.  One 
of  these  means  was  to  use  restricted  railroad  cars,  privately  owned  cars  fur- 
nished by  customer  and  by  ourselves,  stock  cars,  open-top  cars,  which  involved 
the  use  of  tarpaulin  to  protect  the  contents,  and  bad-order  box  cars.  Cement, 
of  course,  under  ideal  conditions  is  shipped  in  box  cars  in  good  order,  but  this 
year  we  have  had  to  take  what  we  could  get  regardless  of  expense  and  in- 
convenience. 

Use  of  restricted  and  privately-owned  cars  for  instance,  to  some  extent  took 
the  distribution  of  our  product  out  of  our  own  hands.  We  were  offered  at  our 
Buflington,  Ind.,  plant  one  day  by  a  certain  rallrojid  a  number  of  cars  restricted 
to  movement  to  Minneapollc  and  St.  Paul  only.  Aside  from  the  fact  that  fl^eight 
rates  to  the  Twin  Cities  are  much  higher  from  our  Buffington  mill  than  from  our 
Duluth  mill,  we  did  not  want  at  the  time  those  cars  were  offered  us  to  move  so 
much  cement  at  one  time  into  the  Twin  Cities,  preferring  rather  to  distribute  it 
among  a  number  of  customers  elsewhere  whose  needs  were  most  urgent.  Many 
times  through  flie  season  we  have  received  bunches  of  these  restricted  cars  and 
have  used  ttiem  only  because  we  did  not  have  enough  unrestricted  cars  to  dis- 
tribute our  product  equitably  and  to  keep  our  loading  and  packing  forces  occu- 
pied and  our  mills  going. 

Another  means  adopted  to  keep  our  products  moving  was  the  use  of  motor 
trucks,  involving  of  course  large  additional  exj^nse  to  ourselves  and  our  cus- 
tomers. From  all  our  plants  about  two  and  a  quarter  million  barrels  of  cement 
were  moved  by  truck  for  the  nine  months  ending  September  30. 

The  movement  from  our  Chicago  plant  at  Bufiington,  Ind.,  was  just  imder 
2,000,000  barrels,  of  which  about  a  quarter  of  a  million  barrels  moved  to  team 
tracks  of  trunk  lines  that  do  not  enter  our  mills,  and  more  than  a  quarter  of 
a  million  barrels  to  a  dork  where  the  cement  was  lojided  on  to  boats  for  trans- 
portation to  lake  ports.  The  extreme  to  which  our  Chicago  plant  went  In  truck 
deliveries  is  shown  by  the  fact  that  as  many  as  631  trucks  were  loaded  In  a 
single  day,  the  equivalent  of  about  120  cars.  This  was  at  the  rate  of  more  than 
a  truck  per  minute. 

Our  truck  deliveries  to  customers  In  the  Chicago  district  have  been  about  a 
million  and  a  half  barrels,  the  equivalent  of  approximately  7,500  carloads  of  200 
barrels  each.  This  means  that  the  cement  requirements  of  Chicago  tliis  year 
have  been  more  satisfactorily  supplied  than  perhaps  any  other  city  in  the 
country,  and  that  about  7.500  rnilroad  cars  In  a  time  of  acute  shortage  of  cars 
would  have  been  required  to  accomplish  the  work  done  by  trucks.  It  would 
seem  unnecessary  to  advance  any  other  fact  than  this  as  an  argument  for  the 
construction  of  well-paved  county  highways  and  city  streets.  Truck  traffic  must 
be  available  to  supplement  railroad  service,  and  the  tru  ks  must  have  permanent 
roads  to  run  on.  The  Chicago  district  has  been  fortunate  In  Its  cement  supply, 
and  is  assured  of  Its  supply  next  year  to  the  extent  that  manufacturing  condi- 
tions will  permit.  It  can  use  trucks  Instead  of  cars  If  necessanv,  but  this  fact 
can  not  overcome  the  effect  of  occuri*ences  like  the  coal  strike  in  the  Illinois- 
Indiana  fields  last  July,  which  cost  about  200,000  bn ridels  of  production  at  our 
Chicago  plant. 

It  should  be  borne  In  mind  that  If  all  cement  users  In  Chicago  and  elsewhere 
had  been  able  this  year  to  secure  all  the  cement  ordered  by  them,  It  Is  very 
probable  that  they  would  have  found  themselves  in  the  position  of  being  unable 
to  use  all  the  cement  so  ordered.  This  means  that  so  many  factors  were  present 
to  delay  work,  that  the  disappearance  of  one  of  these  factors,  such  as  failure  to 
get  cement,  would  not  have  eliminated  the  other  factors.  In  other  words. 
If  a  particular  job  had  been  able  to  secure  all  the  cement  needed,  it  would  not 
have  been  able  to  secure  sufficient  sand  and  gravel  or  stone ;  if  these  materials 
bad  been  forthcoming,  there  would  have  been  scarcity  of  or  trouble  with  labor. 
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and  If  labor  had  been  available  and  efficient,  there  would  have  been  difficulty  in 
securing  credit  to  allow  the  work  to  proceed. 

The  outstanding  fact  in  the  whole  situation  is  that  need  for  structures  of 
many  kinds  is  present  throughout  the  country  and  must  be  filled  sooner  or  later. 

The  way  for  building  activity  will  clear  as  soon  as  all  or  at  least  some  of  the 
obstacles  mentioned  have  begun  to  disappear.  In  few  words,  the  crying  need  In 
the  construction  industry  is  production  in  its  broadest  sense,  not  only  of  building 
materials  but  of  everything  necessary  to  keep  the  industry  going — transporta- 
tion, labor,  fuel,  credits,  confidence,  and  the  last  perhaps  Is  greatest  of  all  since 
the  others  will  follow  it.  Confidence  and  production  are  needed,  and  lack  of  them 
simply  adds  in  a  greater  or  less  degree  to  the  high  cost  of  living,  and  forms  a 
part  of  the  "  vicious  circle  **  that  has  been  with  us  through  these  war  and  post- 
war times. 

A  further  consideration  and  a  most  important  one  is  that  all  effort,  whether  It 
be  in  the  form  of  money,  credits,  materials,  labor,  transportation,  or  what  not, 
that  goes  into  construction  work,  unlike  that  going  into  work  of  many  other 
kinds.  Is  not  consumed.  At  a  time  like  this  when  ownere,  contractors,  an<l  others 
may  be  discouraged  from  undertaing  new  projects,  this  thought  should  be  given 
prominence.  Effort  that  is  being  expended  throughout  the  country  on  many 
things  that  are  consumed  might  well  go  into  construction  work,  where  the  mate- 
rials and  labor  and  other  things  involved  are  not  consumed  but  transformed  Into 
houses,  industrial  buildings,  improved  highways,  water  power  development  and 
other  valuable  improvements  that  form  additions  to  the  permanent  taxable 
wealth  of  the  country  as  well  as  tools  for  production  of  additional  wealth. 

The  Chairman.  What  is  the  type  of  cement  to-day  in  this  market? 

Mr.  Affleck.  The  retail  price  in  Chicago  ? 

The  Chairman.  Yes. 

Mr.  Affleck.  We  do  not  do  any  retail  business,  Mr.  Chairman. 
Our  price  at  our  mill  to  the  dealer  is  $2  per  barrel  net.  To  that  is 
added  25  per  cent  for  freight,  for  switching  from  our  plant  to  prac- 
tically any  delivery  in  the  city,  and  to  that,  in  order  to  make  a  retail 
delivery  where  the  destination  is  not  on  a  railroad  track,  the  dealer 
adds  a  service  charge,  which  includes  his  profit  and  overhead  and 
expense  of  doing  business. 

jThe  Chairman.  Do  you  know  what  the  retail  price  is  in  Chicago  ? 

Mr.  Affleck.  I  think  it  is  $3  a  barrel.  I  think  that  is  the  going 
quoted  market  price.  That  allows  $2  for  us,  25  cents  for  freight,  and 
75  cents  for  delivery  and  warehouse  handling,  and  all  that  sort  of 
thing. 

The  Chairman.  That  is  overhead  ? 

•  Mr.  Affleck.  Yes. 

The  Chairman.  And  then  to  that  you  add  for  bags,  a  dollar? 

Mr.  Affleck.  Yes. 

The  Chairman.  Which  comes  back  when  the  bags  are  returned? 

Mr.  Affleck.  Yes.    I  am  disregarding  that  in  these  figures. 

The  Chairman.  How  does  that  price  compare  with  the  price  in 
1916? 

Mr.  Affleck.  That  is  very  much  higher.  I  have  some  figures 
here.  In  1916  we  were  getting  at  our  mill  $1.15  against  $2  now. 
The  freight  then  was  11  cents,  against  25  cents  now.  The  charge 
made  by  dealers  was  15  cents,  making  a  delivery  pric^  retail  of  $1.41 
then  as  compared  with  $3  now. 

The  Chairman.  The  retailer  has  added  on  75  cents  now  as  against 
15  cents  then? 

Mr.  Affleck.  Yes.  That  15  cents  was  extremely  low,  and  repre- 
sented an  acute  condition  where  dealers  were  doing  business  at  a 
loss,  undoubtedly. 
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Mr.  Miller.  What  was  the  coal  charge  then  compared  to  the  coal 
charge  now? 

Mr.  Affleck.  The  cost  of  coal  then  was  very  much  less  than  it  is 
now.  I  have  not  the  1916  figures,  but  I  have  the  1914,  which  is  about 
the  same — a  little  less.    In  1914  it  was  $2  a  ton. 

The  Chairman.  Delivered  at  the  mill? 

Mr.  Affleck.  At  our  plant ;  yes ;  and  in  the  month  of  October  this 
year  we  paid  on  an  average  $5.58. 

The  Chairman.  Delivered  at  the  plant? 

Mr.  Affleck.  That  is  an  increase  of  179  per  cent. 

The  Chairman.  How  much  coal  do  you  need  to  manufacture  a 
barrel  of  cement? 

Mr.  Affleck.  Oh,  roughly,  100  pounds. 

The  Chairman.  One  hundred  pounds  of  coal  is  needed  to  manu- 
facture a  barrel  of  cement  ? 

Mr.  Affleck.  That  is  a  little  low.  I  should  say  about  110  pounds. 
That  does  not  include  coal  for  power. 

The  Chairman.  You  need  70  cents  more  for  fuel  to  manufacture 
a  barrel  of  cement  than  it  cost  in  1914? 

Mr.  Affleck.  Yes. 

The  Chairman.  The  cost  of  fuel  to-day,  according  to  your  state- 
ment, is  $3.58  more  than  in  1914.  If  it  takes  100  pounds  to  manu- 
facture a  barrel  of  cement,  which  is  one-twentieth  of  that — no ;  it  is 
more  than  that,  isn't  it  ?     That  is  right.    It  is  about  17  cents. 

Mr.  Affleck.  Yes. 

The  Chairman.  How  are  your  labor  charges? 

Mr.  Affleck.  In  1914  the  average  paid  to  all  employees  at  the 
plant,  including  superintendents  and  clerks  and  so  on,  was  $2.61  per 
day.  For  the  month  of  October,  1920,  $6.60  per  day,  an  increase  of 
$4  a  dav,  or  155  per  cent. 

The  Chairman.  Mr.  Affleck,  do  you  see  any  possibility  of  a  lower 
price  for  cement  next  spring? 

Mr.  Affleck.  I  do  not,  henator.  Under  present  conditions  I  see 
no  possibility,  no  probability,  of  cement  being  sold  for  any  less^  in 
this  market  than  it  is  unless  there  may  be  some  shrinkage  in  the 
charge  that  is  made  by  the  dealers  for  their  services,  and  that  would 
not  amount  to  very  much. 

The  Chairman.  Can  you  tell  the  committee  what  was  the  average 
needs  of  the  road  building  of  the  United  States  for  cement  in  the 
recent  years — let's  say  1916? 

Mr.  Affleck.  Meaning  country  roads? 

The  Chairman.  I  mean  all  the  roads  of  the  country. 

Mr.  Affleck.  Including  street  pavements? 

The  Chairman.  Yes. 

Mr.  Affleck.  I  can  not  give  you  that  with  any  degree  of  accuracy 
for  1916,  nor  for  1920,  but  it  has  increased  very  much,  due  largely 
to  the  large  amount  of  country-road  construction  which  has  been 
inaugurated  in  the  last  two  or  three  years.  I  should  say,  roughly, 
that  this  year  something  like  12,000,000  barrels  will  be  us^  m 
country  roads  as  compared,  perhaps,  with  two  or  three  or  four  mil- 
lions in  1916. 

The  Chairman.  A  witness  before  our  committee  said  to-day  that 
he  thought  the  road  needs  of  the  United  States  next  year  will  require 
40,000,000  barrels  of  cement. 
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Mr.  Affleck.  I  think  that  is  high. 

The  Chairman.  He  pointed  out  that  the  country  roads  are  now 
bein^  constructed  largely  of  concrete,  and  before  they  were  of  mac- 
adam. 

Mr.  Affi^ck.  I  think  that  is  high,  because  there  will  be  other 
difficulties,  as  I  attempted  to  point  out  in  this  statement;  difficulties 
of  transportation  and  other  things  which  will  limit  the  road-build- 
incr  work. 

The  Chairman.  Because  of  difficulties  of  transportation  this  year 
the  road  program  was  not  carried  to  the  extent  that  was  intended? 

Mr.  Affleck.  Very  much  curtailed,  indeed.  I  might  say  in  that 
connection,  as  the  previous  speaker  pointed  out,  the  one  important 
outstanding  thing  which  your  committee  can  do,  or  should  try  to 
do,  as  I  see  it,  is  to  correct  that  question  of  transportation,  which  is 
at  the  bottom  of  nearly  all  of  our  troubles;  and  while  the  railroad 
situation  is  important,  still  I  may  say  that  no  longer  ago  than  July 
the  president  of  one  of  the  very  large  railroads  here,  in  a  conference, 
made  the  statement  that  he  thought  that  notice  ought  to  be  given 
then,  the  middle  of  July,  that  on  September  1  all  construction  work 
of  all  kinds  should  cease.    That  was  a  plain,  direct  statement. 

Now,  he  probably  would  not  make  that  statement  now.  Of  course 
that  was  in  the  interest  of  moving  grain  and  coal  and  the  things 
that  he  regarded  as  essential.  The  basis  of  his  remark  was  that  he 
did  not  regard  building — road  building  or  house  building  or  any- 
thing— as  very  essential.  I  talked  to  the  president  of  another  big 
railroad,  and  while  he  did  not  come  out  and  make  the  statement,  ami 
while  there  were  no  witnesses  present,  he  did,  on  cross-examination 
by  me,  admit  that  that  was  his  real  feeling:  at  heart. 

The  Chairman.  Mr.  Affleck,  speaking  of  fuel,  do  you  have  a  con- 
tract with  the  coal  operators  to  deliver  you  coal? 

Mr.  Affleck.  Yes. 

The  Chairman.  What  was  your  mine  price? 

Mr.  Affleck.  This  year,  you  mean  ? 

The  Chairman.  This  year. 

Mr.  Affleck.  I  don't  remember  exactly  what  that  was,  Senator. 

The  Chairman.  You  said  a  moment  ago  that  your  price  at  the 
plant  was  $5.58,  I  understand? 

Mr.  Affleck.  Yes.  Now,  that  $5.58, 1  should  explain,  is  the  aver- 
age cost  of  coal.  That  is  made  up  of  some  contract  coal  at  less  than 
that,  and  a  large  amount  of  very  high-priced  coal  which  we  had 
shipped  in  when  we  were  unable  to  get  our  contract  coal. 

The  Chairman.  When  you  could  not  get  your  contract  coal  you 
were  required  to  go  out  and  buy  what  we  call  spot  coal  ? 

Mr.  Affleck.  Yes;  paying  as  high  as  $10  and  $11  a  ton. 

The  Chairman.  But  you  could  always  get  that  ? 

Mr.  Affleck.  Xo;  we  had  difficulty  in  getting  that.  We  bought  it, 
and  they  agreed  to  ship  it,  and  it  did  not  come.  It  is  coming  now  when 
the  acute  situation  is  over. 

The  Chairman.  The  spot  coal  is  coming  now  ? 

Mr.  Affleck.  Yes. 

Mr.  Miller.  Mr.  Affleck,  a  statement  was  made  by  a  witness  this 
morning  that  cement  formerly  sold  at  90  cents  was  now  selling  at  $4 
here  in  Chicago,  as  I  understood  him.    In  the  quotations  of  cement. 
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mill  price,  was  $1.85  at  the  end  of  the  war  and  is  now  $2.     Am  I 
correct  ? 

Mr.  Affleck.  Yes.  If  I  may,  I  would  like  to  take  a  moment  of  your 
time.  Unfortunately,  the  fact  that  we  ship  cement  in  a  returnable 
package,  the  value  of  the  package  being  reiunded  when  the  packa^ 
IS  returned,  causes  very  frequenUy  an  error  to  get  into  a  statement  or 
a  misunderstanding  to  be  gotten  from  a  statement.  That  statement 
this  morning  of  $4  a  barrel  doubtless  included  the  $1  for  package 
In  all  of  our  computations  we  exclude  the  package ;  we  neither  add  it 
nor  deduct  it. 

Now,  frequently  a  price  without  the  package  included  will  be  stated 
on  one  side  and  another  price  with  the  package  included  will  be  stated 
on  the  other  side,  and  the  statement  will  be  made,  "  Well,  the  price 
has  gone  from  90  cents  up  to  $4."  As  a  matter  of  fact,  what  he  in- 
tended to  say,  the  fact  he  intended  to  convey,  was  that  it  has  gone 
from  90  cents  to  $3.    And  even  at  that  the  90  cents  was  not  correct. 

Mr.  MiLiuER.  \Miat  was  the  price  fixed  or  agreed  upon  by  that  com- 
mission of  Secretary  Redfield  and  the  cement  industries  just  after  the 
war  in  the  spring;  was  that  $1.85? 

Mr.  Affleck.  Yes.  I  beg  your  pardon.  That  was  $1.70.  A  slight 
reduction  was  made  then. 

Mr.  Miller.  What  was  the  price  fixed  during  the  war? 

Mr.  Affleck.  The  price  fixed  during  the  war  was  $1.80  at  our  plant 
here,  and  that  was  reduced  by  the  Redfield  Industrial  Board  to  $1.70. 

Mr.  Miller.  That  was  net  ? 

Mr.  Affleck.  That  is  net.  I  am  always  talking  net,  exclusive  of 
the  package  or  freight. 

Mr.  Miller.  That  was  the  plant  price  ? 

Mr.  Affleck.  That  was  the  plant  price.  Then  later  that  plant 
price  was  advanced  to  $1.85,  and  still  later  to  $2,  the  last  advance 
being  occasioned  entirely  by  the  increased  cost  to  us,  arising  from 
the  increase  in  freight.  For  instance,  on  our  limestone  in  1914  we  paid 
a  freight  rate  of  55  cents.  To-day  we  pay  $1.12,  an  increase  of  103 
per  cept. 

The  Chairman.  Where  do  you  manufacture  your  cement? 

Mr.  Affleck.  The  plant  which  I  am  discussing  now  is  just  this  side 
of  OtiTYy  25  miles  from  here. 

The  Chairman.  How  many  men  do  you  employ? 

Mr.  Affleck.  We  employ  2,200  or  2,300  men. 

The  Chairman.  Is  that  an  open  shop  ? 

Mr.  Affi^ck.  An  open  shop. 

The  Chairman.  Any  trouble  having  your  cement  used  in  Chicago? 

Mr.  Affleck.  No. 

The  Chairman.  Nor  any  other  place? 

Mr.  Affleck.  No. 

Mr.  Miller.  Now  are  the  prices  of  all  brands  of  cement  the  same, 
Mr.  Affleck? 

Mr.  Affleck.  They  are  not,  Mr.  Miller.  They  have  not  been  for 
quite  a  number  of  months,  and  in  fact  they  never  are  the  same.  They 
may  appear  to  be  the  same.  In  other  words,  when  we  have  a  condi- 
tion of  normal  operations  and  normal  demand  and  it  continues  for  a 
long  time,  naturally  the  price  of  cement  will  come  to  an  equilibrium, 
ana  unless  there  is  something  to  disturb  that  we  sell  our  cement  for 
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the  same  price  that  somebody  else  does.  He  sells  for  the  same  price 
that  we  do,  or  very  close  to  it.  The  variations  are  rather  slight,  be- 
cause it  is  not  necessary  to  make  it  on  a  variation;  but  during  the 
past  six  or  eight  months,  I  should  say,  there  has  been  a  most — a  very 
wide  variation.  I  might  say  that  our  price  at  our  mills  is  lower  than 
the  price  of  any  other  cement  company,  and  the  cheapest  cement  in 
the  world,  I  think,  is  the  cement  that  is  used  right  here  in  Chicago. 

The  Chairman.  Let  me  ask  you  this :  Have  you  any  interest  in  the 
cement  plants  in  or  about  New  York? 

Mr.  Affleck.  We  have  not.  Our  nearest  plant  to  New  York  is  at 
Pittsburgh.    We  do  not  ship  into  New  York,  except  occasionally. 

The  Chairman.  Do  you  know  the  mill  price  at  Hudson? 

Mr.  Affoick.  The  price  at  Hudson,  I  think,  is  $2.60. 

The  Chairman.  Why  the  diflFerence  ? 

Mr.  Affleck.  I  do  not  know.  I  may  say  that  our  company  is  a  sub- 
sidiary of  the  United  States  Steel  Corporation,  and  our  policy,  thd 
Steel  l^orporation's  policy,  has  been  not  to  raise  prices  unduly  or  be- 
yond a  level  which  would  yield  a  fair  profit,  and  we  have  followed  that 
policy. 

The  Chairman.  You  do  not  know  whether  it  costs  them  more  to 
produce  cement  at  Hudson  than  at  Chicago  ? 

Mr.  Affleck.  I  do  not  know  positively,  but  I  think  it  does.  I 
think  their  costs  are  considerably  higher,  because  they  are  much 
farther  from  coal  than  we  are.  They  go  clear  from  Virginia  and 
West  Virginia  and  pay  a  very  much  higher  rate  of  freight  than 
we  do. 

The  Chairman.  Are  labor  charges  any  higher? 

Mr.  Affleck.  I  should  think  their  rate  of  labor  would  be  about  the 
same.  They  may  use  more  labor  in  their  plants  than  we  do.  I  like 
to  think  that  our  plant  is  a  little  bit  better  than  the  plant  at  Hudson. 

I  might  say  this :  I  have  pointed  out  a  variation  of  prices.  Now, 
some  of  the  plants  have  increased  their  price  to  $3,  $3.50,  and  $4  per 
barrel  on  a  relatively  small  amount  of  cement.  In  other  words, 
some  plants  are  in  a  position  to  auction  their  product  and  sell  it  to 
the  highest  bidders.     I  am  not  criticizing  that. 

The  Chairman.  Does  your  statement  tell  us  of  your  output? 

Mr.  Affleck.  Our  output  this  year  will  be  about  12,000,000  bar- 
rels. 

Mr.  Miller.  Did  you  say,  Mr.  Affleck,  that  you  had  found  the  atti- 
tude of  the  railroads  rather  favorable  toward  construction  work? 

Mr.  Affleck.  Unfavorable. 

Mr.  Miller.  Oh,  unfavorable.  Do  they  consider  it  of  importance, 
and  are  they  disposed  to  use  their  maximum  efforts  to  supply  cars 
for  transportation  of  building  materipl? 

Mr.  Affleck.  They  are  doing  better  than  they  did,  but  their  atti- 
tude undoubtedly  a  few  months  ago  was  distinctly  unfavorable  to 
building,  on  the  ground  it  was  nonessential — put  it  off.  They  have 
changed  their  attitude  to  a  considerable  extent  because  conditions 
are  different,  and  now  they  are  anxious  for,  instead  of  not  caring  for 
the  traffic  from  the  standpoint  of  revenue. 

I  think  I  can  assure  the  committee  that  as  far  as  this  section  of  the 
country  is  concerned  there  will  be  an  abundant  supply  of  cement  next 
year.  1  think  the  falling  off  in  many  products  will  enable  the  supply 
to  catch  up  with  the  demand.    Thank  you. 
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The  Chairman.  Mr.  Chase,  will  you  kindly  state  your  name  and 
your  representation? 

STATEMENT  OF  MR.  FEANE  D.  CHASE,  EEPRESENTHTG  THE 

WESTERN  SOCIETY  OF  ENGINEERS. 

Mr.  Chase.  My  name  is  Frank  D.  Chase,  representing  the  Western 
Society  of  Engineers.  Gentlemen,  I  am  here  to  speak  for  the  5,000 
engineers,  members  of  the  Western  Society  of  Engineers,  at  the  re- 
quest of  Mr.  Copeland,  their  president. 

The  engineer  looks  upon  this  building  situation  from  a  little  differ- 
*  ent  viewpoint  from  that  of  the  man  who  has  spoken  before  this  com- 
mittee. The  entire  situation,  as  I  see  it,  and  as  Mr.  Copeland  sees  it, 
as  he  and  I  have  discussed  this  situation,  and  he  is  not  only  an  engi- 
neer, but  the  head  of  one  of  our  very  large  corporations,  is  the  result 
of  an  immutable  law,  and  the  operation  of  this  law  will  continue  to 
control  the  situation. 

Mr.  Chase  (reading) : 

The  Bttilding  Situation  as  Reviewed  by  an  Engineer. 

I  am  three  times  grateful  to  be  here  to-day ;  first,  to  meet  with  the  repre- 
sentatives of  the  United  States  Senate,  a  branch  of  our  Government  which  we 
all  hold  to  be  the  great  power  for  conservative  and  wise  legislation,  and  a  strong 
arm  to  guide  or  restrain  our  country  in  its  own  affairs,  or  In  its  dealings  with 
other  nations. 

We  welcome  you  to  Chicago  and  offer  you  our  best  efforts. 

Second,  I  am  glad  to  be  here  to  talk  and  listen  to  such  a  representative  gath- 
ering of  our  citizens.  Surely,  we  of  this  city  will  receive  much  good  from  this 
meeting  and  this  opportunity  for  the  exchange  of  ideas. 

I  am  glad,  in  the  third  place,  to  be  here  as  the  representative  of  the  Western 
Society  of  Engineers,  an  organization  of  5,000  members,  representing  fully  the 
profession  in  the  middle  West.  In  its  manifold  activities.  I  am  here  in  lieu  of 
IVJr.  P.  K.  Copeland,  president  of  the  Western  Society  of  Engineers,  who  asked 
me  to  take  his  place.  He  approves  of  what  I  say — and,  Incidentally,  I  promise 
to  be  brief. 

We  are  here  to  discuss  the  building  situation  in  its  local  aspects,  as  we  know 
'hem,  and  although  an  engineer,  and  very  proud  of  it  I  have  no  formulfe  to 
elucidate — on  the  contrary  I  shall  speak  simply  and  briefly  of  one  law. 

This  entire  situation  is  the  result  of  the  operations  of  an  immutable  law,  and 
the  operation  of  this  law  will  continue  to  control  the  situation.  I  refer  to  a  law 
which  executive  or  legislative  enactment  has  attempted  to  repeal  several  times 
during  the  past  years  with  disastrous  results.  As  a  law-making  body  you  will 
do  well  to  consider  this  law  In  connection  with  the  fact  that  it  is  not  a  lack  of 
laws  but  a  lack  of  law  enforcement  which  hurts  this  Nation  sorely — I  refer  to  the 
law  of  supply  and  demand. 

This  is  the  law  which  can  never  be  repealed  In  spite  of  efforts  to  do  so,  and  our 
present  problem  lies  within  its  jurisdiction. 

There  is  nothing  mysterious  about  this  situation,  nor  Is  it  extremely  complex, 
as  some  people  would  have  us  think.  For  six  years  we  have  been  building  one 
class  of  buildings,  to  the  exclusion  of  all  others.  Industrial  plants  have  been 
built  at  a  rate  which  has,  in  my  opinion,  not  quite  kept  up  with  the  growth 
^f  the  country.  There  are  good  reasons  for  this  statement,  which  I  shall 
omit.  The  indications  are  unquestionably  that  manufacturing-plant  construc- 
tion must  continue  on  a  large  scale. 

All  other  kinds  of  buildings — homes,  apartments  and  hotels,  institutional 
plants,  including  churches,  theatens,  hospitals,  colleges,  schools,  clubs,  and 
municipal.  State,  and  Government  buildings,  mercantile  buildings.  Including 
stores,  shops,  warehouses,  and  office  buildings — ^liave  not  been  built  to  meet 
the  demand  for  these  years,  and  to  make  good  this  deficiency  will  require 
between  four  and  eight  years.  This  allows  for  an  excess  over  normal  con- 
struction of  only  12^  to  20  per  cent,  and  is  the  basis  on  which  many  largfe 
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corporations,   after  careful   analysis,  are   developing  their  future  plans  and 

policies.  ^ 

These  figures  apply  especially  to  the  housing  problem.  These  housing  re- 
quirements specifically,  and  our  building  requirements  generally,  are  going  to 
be  met,  and  In  a  simple  fashion. 

For  five  years  this  country  has  prospered;  but  it  has  been  cursed,  too,  by 
war.  War  is  merely  hate  and  fear  and  greed  in  action ;  and  we  have  had  war 
here  as  truly  as  in  Europe.  Men  have  fought  for  unfair  advantage  and 
profit,  with  fear  that  they  would  lose  material  gain,  and  with  greed  of  pos- 
session. This  is  true  of  us  as  a  Nation — to  our  shame — and  applies  to  the 
laborer,  mechanic,  clerk,  merchant,  manufacturer,  the  man  who  works  with 
hand  or  brain;  all  have  been  alike  guilty.  This  war  has  been  fought  for 
bigger  profits  or  bigger  wages,  with  the  attendant  evils  of  stealing  time, 
shirking  duties — all  summed  up  in  fme  word,  **  profiteering." 

This  is  the  cause  of  railroad  troubles,  car  shortage,  motive-power  shortage, 
strikes,  jurisdictional  troubles,  reduction  of  output,  restrictive  labor  and  trade 
understandings,  and  all  the  other  evils  of  the  past  years.  As  long  as  profiteering 
continues — and  it  has  been  rampant  in  the  building  trades — it  is  idle  to  talk 
of  a  building  program  of  any  sort.  This  is  the  vital  fact  which  should  be 
recognized. 

The  war  is  over,  and  we  are  back  on  our  old  basis  of  decent  Americanism. 
This  means  as  never  before  the  square  deal ;  and  who  need  fear  the  outcome? 
I  do  not. 

When  profitering  is  over  we  are  going  to  have  labor  to  build  with,  and 
labor  will  be  paid  an  honest  wage,  which  is  all  it  asks,  and  it  will  give  an 
honest  day's  work,  which  it  has  given  In  the  past. 

When  profiteering  is  over  materials  will  be  available  only  In  quantities 
which  will  permit  us  to  catch  up  with  our  buildings  In  a  number  of  years,  as 
1  before  said.  This  demand  will  make  for  reasonable  profits — no  more.  The 
profit  Is  now  surely  being  taken  out  of  the  profiteer.  I  am  in  close  touch 
with  a  good  many  Industries  throughout  the  country-,  and  I  observe  that  the 
Industries  which  profiteered  the  most  are  now  suffering  the  most. 

When  profiteering  is  over  money  to  finance  building  operations  will  be  forth- 
coming. There  is  always  money  for  legitimate  enterprises  at  a  legitimate  price. 
Certainly  the  cost  of  money  can  not  be  controlled  by  legislation.  That  has  been 
tried  on  a  large  scale  of  late  years,  rather  unsuccessfully.  I  do  not  believe  that 
it  is  necessary  for  our  Government  to  finance  local  building  projects.  The 
American  city  is  a  wondrous  thing,  and  Chicago,  I  know,  has  never  failed  in 
what  It  has  undertaken. 

This  period  of  liquidation  Is  neither  pleasant  nor  easy,  but  It  certainly  has  no 
elements  of  panic  or  destruction.  It  is  being  solved.  I  daily  talk  with  the 
executives  of  large  Industrial  enterprises  and  I  note  the  steps  taken  to  solve  the 
Individual  problems,  which,  after  all,  go  to  make  up  the  nation's  problem.  I 
have  one  definite  recommendation  to  make.  That  great  engineer,  Herbert 
Hoover,  helped,  as  perhaps  no  other  man  helped,  to  win  the  war  through  his 
food  control  and  his  most  powerful  weapon  was  publicity. 

If  we  can  have  publicity — and  the  truth  regarding  all  the  facts  affecting  this 
building  situation — in  every  community,  there  would  be  little  to  fear  for  the 
future.  A  million  dollars  should  and  could  be  raised  In  Chicago  and  propor- 
tionate amounts  In  other  cities  for  a  publicity  bureau  for  the  publication  of  all 
the  facts  regarding  building  operations.  Such  a  bureau  might  not  be  popular 
with  some  people,  but  it  would  certainly  enable  us  to  act  Intelligently. 

I  repeat  In  closing — I  have  advanced  no  theories,  given  no  statistics,  nor 
attempted  any  Intricacies  of  reasoning.  I  ask  only  that  this  situation  be  met 
on  a  basis  of  good  will  and  good  faith,  coupled  with  sound  common  sense  and 
freedom  from  hysteria  and  misrepresentation.     , 

The  profit  must  go  from  the  profiteer.  As  Americans  we  are  back  on  the 
basis  of  honest  reward  for  honest  endeavor,  and  if  we  let  that  fundamental  law 
of  supply  and  demand  operate,  and  make  the  results  of  its  operations  known 
through  honest  publicity,  we  shall,  without  undue  stress,  solve  this  problem 
which  confronts  us. 

(Signed)  Fbank  D.  Chase, 

President. 
Fbank  D.  Chase  (Inc.), 

Engineers. 

Chicago,  November  10,  1920, 
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Mr.  Chase.  I  have  specified  to  use  a  half  a  million  barrels  of  cement 
in  the  last  two  years.  Brick  has  been  legitimate  in  its  cost ;  steel  has 
been  legitimate  in  its  cost,  and  there  are  a  few  fundamental  materials 
which  have  been  legitimate  in  cost,  and  that  is  the  one  factor  which 
is  going  to  help  save  the  smash.  The  other  fellows  who  have  been 
profiteering  have  got  to  come  out. 

We  bought  flooring  in  New  York  City  on  September  19,  1901, 
for  $110  a  thousand.  May  1,  1920,  was  offered  $200  per  thousand 
to  cancel  the  order.  Quotation  at  that  time  $240  per  thousand,  Chi- 
cago. We  paid  March,  1920,  $130  per  thousand.  Were  offered  this 
in  December  for  $55  per  thousand.  When  labor  works,  and  they  are 
working;  when  the  manufacturer  sells  at  a  legitimate  price  we  can 
get  money  at  a  legitimate  price,  and  I  insist  that  that  solves  the  prob- 
lem.   Thank  you. 

The  Chairman.  Ladies  and  gentlemen,  the  committee  must  soon 
adjourn.  There  are  a  number  of  witnesses  whom  we  have  invited, 
and  we  are  willing  to  hear  them.  I  am  going  to  ask  them  to  try  and 
limit  their  statements  to  5  minutes  each. 

STATEMENT  OF  MB.  FEANE  E.  DAVIDSON,  PBESIDENT,  ILLINOIS 

SOCIETY  OF  ABCHTTECTS. 

The  Chairman.  Mr.  Davidson,  whom  do  you  represent? 

Mr.  Davidson.  I  represent  the  Illinois  Society  of  Architects. 

Gentlemen,  my  official  opinion  of  this  situation  is  contained  in 
the  brief  filed  by  Mr.  Holsman,  of  the  Illinois  Club,  this  morning. 
I  helped  prepare  that  and  signed  it. 

As  an  individual  I  want  to  suggest  to  the  committee  that  from 
all  of  the  testimony  you  have  heard  it  must  be  assumed  that  you 
know  the  condition  about  building.  What  I  want  to  suggest  is  that 
what  your  committee  is  particularly  interested  in  now  is  what  may 
the  national  Congress  do,  if  anything,  to  rectify  conditions.  Is 
that  the  idea  ? 

The  Chairman.  That  is  correct. 

Mr.  DA^^D80N.  I  have  this  to  offer,  which  are  requisite  for  build- 
ing operations : 

The  first  absolute  requisite  is  the  repeal  of  the  excess-profits  tax: 
exempt  for  a  limited  period  of  time  taxes  on  all  investments,  real 
estate.    There  are  two  ways  of  getting  at  it. 

Third,  adopt  the  suggestion  of  the  architects  to  use  the  money 
in  the  postal  savings  banks  and  in  the  other  savings  banks.  Make 
that  money  available  for  building.    That  will  provide  the  money. 

But  a  second  requisite  is  materials.  I  believe,  gentlemen,  that 
the  prices  of  all  materials  have  been  artificially  regulated  by  trade 
agreements.  I  can  not  prove  that,  but  it  is  my  honest  belief.  I 
think  the  (irovernment  itself  is  partially  responsible  for  that  be- 
cause of  the  policv  of  the  Government  through  the  price-fixine 
committee  of  the  War  Industries  Board,  which  fixed  prices,  ana 
that  price  is  still  in  existence.  I  don't  know  how  to  go  at  that.  I 
think  possibly  competition  will  be  resumed  in  the  near  future. 

The  Chairman.  You  speak  of  price  fixing.  The  Government 
taught  these  men  how  to  do  it. 

Mr.  Davidson.  That  is  the  idea,  exactly.  Transportation  is  an 
enormous  question  of  the  cost  of  material.    I  think  that  the  Con- 
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^ress  of  the  United  States  might  well  suggest  to  its  servant,  the 
Interstate  Commerce  Commission,  they  might  very  well  force  a  re- 
duction in  the  cost  of  such  basic  material  freight  rates. 

Now,  the  third  requisite  is  labor.  Now,  gentlemen,  I  want  to 
remind  you  of  this,  that  organized  labor  is  able  to  take  care  of  itself. 
Organized  labor  has  dictated  to  Congress  and  has  made  you  come 
across.  Organized  labor  in  the  United  States  is  well  able  to  take  care 
of  itself,  but  I  believe  this,  that  the  United  States  Congress  might 
very  well  adopt  legislation  similar  to  that  of  the  industrial  rela- 
tions of  the  State  of  Kansas,  or  adopt  regulations  for  compulsory 
arbitration  of  labor  disputes.  That  is  my  honest  belief,  that  it  is 
an  important  thing  for  the  Congress  to  do.  It  is  not  a  question  in 
the  building  trades  only.  Mr.  Donlin,  I  believe,  will  be  able  to 
bring  about  a  cessation  of  the  jurisdictional  strikes  in  the  building 
trades,  but  what  about  the  coal  miners  and  the  railroad  men  that 
are  not  affiliated  with  the  American  Federation  of  Labor?  The 
cessation  of  work  in  the  coal  mines  is  just  as  disastrous  as  a  strike 
of  the  building  trades. 

I  do  not  believe,  gentlemen,  that  the  price  paid  for  labor  is  exces- 
sive, considering  the  depreciated  value  of  the  dollar.  I  do  insist, 
however,  that  labor  should  give  a  day's  work  for  a  day's  pay.  I 
believe  it  is  coming  back  to  it  very  rapidly. 

I  do  not  think  we  can  expect  any  reduction  in  the  cost  of  building 
labor  for  many  years. 

Now,  in  all  this  discussion — the  last  speaker  spoke  of  it — I  have 
not  heard  anybody  speak  about  the  basic  economic  laws  that  are 
rejjulating  the  prices  of  all  material.  With  your  permission,  I  am 
going  to  file  this  with  you. 

I  would  like  to  state  that  the  figures  contained  herein  have  been 
checked  by  the  best  statistician  in  Chicago,  and  I  maintain  that, 
owing  to  the  increased  cost  which  production  must  carry  over  1914 
conditions,  which  I  may  briefly  mention:  The  increased  cost  of  run- 
ning the  Government,  amounting  to  two  billions ;  the  three  billion 
increased  cost  of  transportation;  the  three  billion  increased  cost  of 
State  and  local  taxes ;  the  $12,000,000,000  for  labor  and  the  $3,000,- 
000,000  extra  which  the  Federal  reserve  banks  and  the  national 
banks  have  been  exacting  from  business  have  placed  an  added  bur- 
den on  construction  which  forbids  any  thought  of  ever  returning  to 
prewar  conditions.    Gentlemen,  it  can  not  be  done.    [Reading :] 

OENEllAL    PKICE    LEVEL8    AS    AFFECTING    BTJIIJ)ING    COSTS. 

The  human  animal  demands  food,  clothing,  and  shelter.  The  cost  of  shelter 
In  the  United  States  is  one  of  the  largest  items  and  most  vital  of  our  necessary 
expenditures. 

I  have  devoteil  much  thoneht  to  the  buildinjr  situation,  and  particularly  to 
the  relationship  of  the  building  industry  to  general  commerce.  I  have  en- 
deavored to  arrive  at  «  fairly  definite  conclusion  as  to  how  far  general  price 
levels  might  be  lowere<l  without  endangering  the  financial  stability  of  pro- 
duction. 

In  1914  the  total  value  of  all  production  in  the  United  States  was  about 
$30,000,000,000.  In  1920  it  will  be  about  $80,000,000,000.  This  would  only 
amount  to  approximately  $38,000,000,000  If  measured  by  1914  standards  of 
value.  Since  1914  the  following  additional  fixed  charges  have  been  placed  on 
production  and  must  be  considered  as  a  part  of  the  cost : 

Added  expense  of  maintaining  the  United  States  Government,  $7,000,000,000. 

Increased  transportation  costs,  $3,000,000,000. 
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Increase  in  State  and  local  taxation,  $2,000,000,000. 

Increased  cost  of  interest  cliarges  for  the  money  ni^cessary  to  transact 
business,  $3,000,000,000. 

Increased  wages  paid  to  secure  production,  $12,000,000,000. 

Making  a  total  of  $27,000,000,000. 

All  the  figures  in  the  foregonig  paragraphs  are  given  in  round  numbers  and 
are  based  on  the  best  obtainable  information. 

How,  then,  may  general  price  levels  be  reduced  and  in  what  proportion  in 
order  that  production  may  continue  on  a  sound  financial  basis? 

It  may  be  assumed  that  the  item  of  maintaining  our  National  Government  will 
be  reduced  but  slightly. 

Certainly  the  cost  of  transjwrtation  will  not  be  reduced,  nor  the  item*  of 
general  and  local  taxes,  and  it  must  be  remembered  that  these  three  items 
must  be  paid  In  dollars,  irrespective  of  their  purchasing  power.  The  item  of 
interest  charge  will  probably  be  reduced,  If  the  bankers  conclude  that  they 
can  with  safety  lower  interest  rates  to  a  level  beneath  the  average  for  the 
ycj.r  1920.  The  Item  of  labor  will  for  obvious  reasons  be  reduced  largely,  due 
to  excessive  unemployment  and  the  consequent  rivalry  for  existence. 

If,  then,  we  assume  that  the  cost  of  the  Government  may  be  reductnl  .$1  IKN),- 
000,000,  and  the  cost  of  interest  charges  be  reduced  $1,000,000,000  more,  and 
even  if  labor  Is  willing  to  give  up  33  per  cent  of  the  Increases  granted  since 
1914,  this  would  result  In  a  further  reduction  from  a  total  of  $80,000  000  000, 
as  measured  by  the  dollar  value  of  to-day,  It  would  leave  proiluction  at  $74,000,- 
000,000  per  year;  assuming  that  the  production  of  next  year  is  equal  to  that  of 
the  year  1920. 

If  we  further  assume  that  the  production  In  the  United  States  has  been  ctm- 
ducted  at  a  reasonable  protlt,  and  that  bu8lne.ss  must  be  conducted  at  a  profit 
in  order  to  prevent  disaster,  it  will  be  once  apparent  that  the  maximum  average 
price  reduction  for  production  in  the  United  States  can  only  amount  to  about 
7  per  cent.  In  other  words,  the  general  price  level  for  goods  produced  in  the 
United  States  for  the  year  1921,  and  for  future  years,  can  not  be  below  7  per 
cent  less  than  the  average  price  level  for  the  year  1920  without  endangering 
the  stability  of  the  factors  of  production. 

Again,  if,  as  some  bankers  have  stated,  it  is  the  intent  of  the  banking  interests 
to  further  restrict  the  volume  of  money  and  credits  so  as  to  force  a  further 
deflation  of  prices,  how  far  may  this  be  carried  and  at  what  risk? 

I-.et  it  be  assumed  that  the  economists  are  correct  when  they  assert  money 
is  a  commodity  and  Its  value  regulated  by  the  same  laws  that  control  the  value 
of  any  other  connuodity.  If  their  theory  is  correct,  and  the  volume  of  our 
money  and  credits  become  greatly  reduced,  the  value  of  the  dollar  or  its 
equivalent  will  be  enhanced  in  like  ratio.  In  order  to  illustrate:  If  the  bank- 
ing interests  are  able  to  increase  the  purchasing  i>ower  of  the  dollars  to  Its 
value  during  1914,  it  would  mean,  if  the  economists  are  correct  in  their  con- 
tentions that  our  productions  of  $80,000,000,0000  would  only  amount  to  $33,000,- 
000,000  as  measured  by  the  changed  measuring  value  of  the  dollar. 

Suppose  that  this  should  be  done,  how  about  the  effect  of  the  added  fixed 
charges  which  production  must  bear  irrespective  of  the  purchasing  value  of  the 
dollar?  The  Incon\e  tax  necessary  to  defray  the  expense  of  maintaining  the 
(Government  will  yet  remain.  The  increased  cost  of  transportation  will  remain. 
The  increased  cost  of  general  taxes  will  remain.  These  items  will  not  change 
in  value,  but  must  be  paid  with  dollars  irrespective  of  the  purchasing  power 
of  the  dollar. 

Therefore,  the  only  items  of  the  fixed  costs  added  to  production  since  1914 
which  w(mld  be  variable  would  be  the  items  for  Interest  charges  and  for  labor. 
It  is  unlikely  and  illogical  to  expect  that  wages  will  ever  revert  to  prewar  con- 
ditioUvS.  Such  an  assumption  Is  unthinkable.  Po.*5sibly  we  may  assume  that 
wages  might  be  reduced  so  that  the  added  wage  costs  of  production  (If  our 
dollar  had  the  same  value  as  it  hnd  in  1914)  could  be  estimated  at  al>out 
$6,000,000,000.  The  added  interest  charge  of  the  bankers  for  the  money  neces- 
sary to  conduct  production  would  probably  all  be  wiped  otit,  and  therefore  we 
have  the  following  figures  to  contend  with : 

A  total  product! oh  of  $33,000,000,000  must  bear  and  pay  for  an  added  fixed 
cost  of  $7,000,000,000  for  the  United  States  Government;  $3,000,000,000  for 
transportation,  $2,000,000,000  for  general  taxes,  $6,000,000,000  for  labor,  or 
$18,000,000,000  making  the  total. 

When  this  astounding  total  of  added  cost  Is  charged  to  the  total  of  $33,000,- 
000,000  It  will  be  seen  that  such  a  condition  spells  "  inevitable  bankruptcy.'* 
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Therefore  there  must  be  some  point  between  the  $33,000,000  level  and  the  pres- 
4  nt  JiiSO,000,000,UO()  level,  to  which  pnces  may  recede  and  business  still  be  able  to 
function  at  n  profit  and  our  organized  Government  still  remain  a  going  concern. 

The  writer's  study  leads  to  the  conclusion  that  from  7  per  cent  to  10  per  cent 
is  the  maximum  reduction  that  might  be  made  to  the  average  prices  of  all  com- 
modities in  the  immediate  future  as  compared  to  the  average  values  for  1920 
and  still  leave  the  commerce  of  the  Nation  \mdisturbed.  This  maximum  of  10 
per  cent  reduction  talces  into  account  the  abolition  of  profiteering  that  has  been 
the  rule  of  big  business  during  the  recent  past. 

It  must  therefore  be  borne  in  mind,  as  has  been  stated  by  many  economists, 
that  if  the  banks  are  able  materially  to  change  the  purchasing  power  of  the 
dollar  by  restricting  credit  and  the  issue  of  money,  that  it  will  require  a  much 
larger  \>ercentage  of  the  result  of  prmluction  to  meet  the  added  fixed  charges 
which  are  unchangeable  in  the  above  table.  It  therefore  appears  that  the 
banking  interests,  as  well  as  the  Government,  must  and  will  cooperate  and 
maintain  the  present  volume  of  moneys  and  credits  In  order  to  prevent  inev- 
itable disaster. 

If  the  foregoing  analysis  has  been  coirectly  set  forth,  and  having  in  mind 
that  there  exists  to-day  an  actual  shortage  of  $3,500,000,000  of  buildings  in  the 
United  States,  the  logical  conclusion  would  be  that  there  will  not  occur  a  reduc- 
tion in  the  cost  of  building  less  In  proportion  to  that  of  the  average  price  levels 
of  other  items  of  production. 

The  corollarj'  to  this  conclusion,  then,  would  be  that  to  defer  building  opera- 
tions and  thus  further  accent  an  already  serious  shortage  would  be  unwise,  as 
not  based  on  a  true  appreciation  o  fconditions  as  they  now  exist  and  which  will 
undoubtedly  continue  for  a  further  considerable  period  in  the  future. 

Mr.  Davidson.  You  read  a  great  deal  in  the  daily  press  and 
technical  press  and  journals  about  what  is  the  matter  with  building. 
1  presume  you  can  find  a  hundred  solutions.  Perhaps  all  of  these 
solutions  or  reasons  advanced  as  to  what  is  the  matter  with  the  build- 
ing industry  may  be  true  in  a  measure,  but  I  can  not  agree  quite  with 
the  conclusions  ol  our  economic  writers  and  those  writing  on  the 
question  of  what  is  the  matter. 

In  order  to  visualize  our  problems,  I  propose  to  talk  extempo- 
raneously from  what  I  know  of  conditions.  To  bring  the  matter  to 
your  attention  and  visualize  same,  I  had  our  drafting  room  make  up 
what  I  call  a  building  equalization.  I  don't  make  any  pretense  of 
this  l)eing  a  true  analysis,  but  I  try  to  put  it  in  such  shape  that  you 
can  visualize  the  general  problem  w^hich  confronts  us.  I  shall  let 
D  represent  the  demand  for  buildings ;  $,  money  available  for  build- 
ing; L,  labor;  M,  materials;  T,  transportation;  P,  professions — 
architects,  engineers,  lawvers,  and  realtors. 

I  propose  to  analyze  these  factors  of  our  problem  and  see  if  we 
can  arrive  at  some  definite  factors  or  conclusions  as  to  the  value  of 
the  different  factors  and  how  they  decrease  and  increase  the  cost  of 
construction,  and  then  we  may  be  able  to  arrive  at  a  solution  of  the 
problem. 

As  to  the  demand  for  buildings  I  will  refer  to  figure  No.  2.  This 
chart  is  prepared  from  the  best  available  statistics.  The  straight 
line  shows  the  normal  building  requirements  of  the  United  States 
from  1911  to  1920;  the  curves  show  the  actual  construction  of  build- 
ings during  the  same  time,  so  I  take  it  we  can  assume  that  there  is 
an  urgent  demand  for  buildings,  not  only  buildings  for  housing  but 
office  buildings,  schools,  churches,  and  practically  every  class.  You 
know  that  rents  have  advanced  for  bunsralows  and  apartments;  part 
of  the  increase,  no  doubt,  was  caused  by  the  deficiency  in  construction. 

As  a  matter  of  absolute  record  here  in  Chicago  there  is  to-day  as 
great  a  shortage  in  office  space  as  in  housing ;  there  is  a  great  shortage 
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in  schoolhouses  as  homes.  To-day  many  of  our  children — in  fact, 
hundreds — are  attending  schools  in  basements  of  buildings,  intense* 
cheap,  frame  shacks,  and  in  the  basement  of  the  schools,  next  to 
boiler  rooms,  toilets,  etc.,  insanitary  and  unhealthful  places,  not- 
withstanding all  of  the  efforts  of  the  ablest  architects  and  sanitary 
engineers  in  the  city  of  Chicago.  So  I  take  it  we  can  assume  that, 
for  the  sake  of  argument,  there  is  a  real  demand  fori  houses  and 
buildings  of  all  classes.  Take  office-building  rents — rents  in  the  loop 
to-day  are  practically  three  times  what  they  were  18  months  ago,  and 
still  advancing.  You  know  how  rents  have  advanced  for  flats,  houses, 
and  bungalows,  and  I  am  telling  you  the  conditions  of  schoolhouses. 
so  let  us  assume  there  is  a  demand  for  building. 

What  about  the  next  factor  in  our  problem — money  available  for 
building?  I  will  tell  you  what  Mr.  Moore,  of  the  American  Bond  & 
Mortgage  Co.,  told  the  committee  of  the  real  estate  board  asking  this 
question :  The  condition  to-day  is  "  the  loan  brokers  were  not  making 
loans  on  buildings  for  the  reason  there  was  no  market  for  this  class 
of  securities." 

This  chart  represents  the  curve  showing  the  actual  net  income  on 
investments  that  will  net  the  owner  a  6  per  cent  return  based  on  our 
present  income-tax  law.  Now,  for  instance,  if  a  large  owner  of  real 
estate  has  an  income  of  $400,000  per  year  from  his  investments  and 
many  have  larger  than  that,  that  owner  must  receive  about  20  per 
cent  net  on  his  real  estate  investments  in  order  to  retain  6  per  cent 
for  himself.  Now,  these  are  figures,  gentlemen,  Uiat  anyone  can 
analyze;  take  the  income-tax  law  and  read  it  and  plot  the  curve 
yourself.  Money  available  for  buildings,  you  see,  is  limited;  the 
reason  you  can  not  make  loans  is  the  loan  brokers  sometimes  can  not 
sell  the  securities.  In  the  open  market  to-day,  with  Government 
bonds  selling  at  more  than  6  per  cent,  tax-exemption  bonds  and  city 
of  Chicago  oonds,  tax  exempt,  selling  higher,  loreign-nation  bonds 
netting  you  8  per  cent,  first-class  industrial  corporations  12  and  14 
per  cent,  why  should  investors  buy  real  estate  mortgages? 

These  are  conditions  confronting  us  to-day. 

What  is  the  condition  of  the  labor  market  to-day  ? 

Why  does  the  curve  which  represents  the  increase  in  wages  of 
building  mechanics  since  January  1,  1915,  up  to  the  present  show  aD 
increase  of  110  per  cent?     That's  all. 

Now,  remember  that  in  the  building  trades  labor  is  organized — 
don't  make  any  mistake  about  union  labor  itself  not  being  able  to 
take  care  of  itself ;  it  has  agreements  for  wages  that  have  a  good  many 
months  to  run  yet.  Why  have  wages  gone  up  so  high?  Primarily 
the  curve  started  way  back  with  the  Adamson  law,  when  the  Govern- 
ment recognized  the  demands  of  the  railroad  workers  of  the  United 
States  and  advanced  their  wages.  The  war  came  on  and  the  Gov- 
ernment recognized  the  need  for  speed  in  construction  work  and 
brought  into  general  practice  the  cost-plus  contract,  which,  in  my 
opinion,  has  caused  more  harm  to  the  building  industry  of  the  United 
States  than  any  other  thing. 

Here  is  an  illustration :  During  the  construction  of  the  building- 
on  the  North  Side  I  was  told  by  a  man  who  was  on  a  job  that  on 
one  Sunday  it  required  9  carpenters  and  28  laborers  working  steadily 
from  8  in  the  mOrning  to  5  at  night,  double  time,  to  unload  one  car- 
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load  of  2  by  4  scantling.  Human  nature  is  to  get  all  you  can  while 
the  getting  is  good.  Other  facts  are,  that  the  more  the  work  costs^ 
the  more  it  costs  to  do  the  work,  the  more  he  made  from  time,  over- 
time, double  time.  The  pay  roll  of  the  Government  was  $150  a  week 
a  man  in  many  cases  due  to  overtime  and  Sunday  labor,  and  labor 
now  is  not  where  it  ought  to  be  willing  to  give  a  day's  work  for  a 
da/s  pay. 

I  think  we  can  assume  that  labor  costs  have  increased. 

Take  materials;  here  is  a  very  interesting  curve;  see  figure  4. 
The  cost  of  building  materials  has  advanced  from  January  1,  1915, 
to  the  present  time  210  per  cent.  Can  you  beat  that?  Now  why? 
Here  it  is  again,  that  old  factor  of  human  nature,  get  all  you  can 
while  the  getting  is  good.  Primarily,  right  about  this  time  in  his- 
tory, the  War  Indu^ries  Board  was  formed  to  regulate  costs,  and 
they  did  regulate  the  costs  of  a  great  many  materials. 

In  Chicago  prior  to  that  date  plaster  materials,  which  were  selling 
about  $4  per  ton,  raised  to  $20  per  ton.  The  War  Industries  Board 
raised  the  price  of  many  materials,  and  by  priority  orders  shut  off  the 
manufacturing  of  other  materials.  For  example,  they  cut  down  on 
glass,  only  allowing  factories  to  manufacture  50  per  cent  of  their 
capacity;  pottery  manufacturers  were  only  permitted  to  manufacture 
certain  things,  and  so  on  all  down  the  line.  The  War  Industries 
Board  was  responsible  for  that  enormous  curve  in  building. 

Then  the  excess-profits-tax  income  law  was  passed. 

You  must  remember  that  every  case  of  building  material,  from  the 
lime  it  leaves  the  mine  or  the  forest  or  wherever  originally  produced, 
is  turned  over  and  handled  by  a  great  many  people;  every  single 
man  exacts  his  profit  and  adds  his  income  tax,  and  ultimate  con- 
sumer pays  it  all.  No  question  about  that.  There  is  another  factor, 
and  a  serious  one — one  that  I  do  not  hesitate  to  condemn — that  is 
the  existence  of  trade  agreements  between  manufacturers.  I  don't 
know  any  method  of  determining  how  much  of  the  increased  cost  is 
due  to  the  operation  of  trade  agreements,  but  we  do  know  that  they 
are  a  factor  and  a  big  one.  For  example,  take  the  Portland  cement ; 
I  have  bought  Portland  cement  at  90  cents  a  barrel.  I  know  that 
not  many  years  ago  it  sold  at  a  profit  at  75  cents  a  barrel.  Now  if 
you  admit,  for  example,  that  the  cost  of  Portland  cement  has  in- 
creased in  the  last  five  years,  yet  can  you  justify  $6  per  barrel  for 
Portland  cement  now?  The  same  thing  applies  to  many  kinds  of 
building  materials.  If  I  want  a  price  on  any  building  material  and 
write  to  Pittsburgh,  New  York,  Boston,  any  of  the  large  centers, 
I  get  exactly  the  same  price  no  matter  where  the  goods  are  produced. 
Now  why?  Trade  agreements.  I  am  not  blaming  the  dealers — I 
am  blaming  the  manufacturers — ^the  dealers  must  do  as  they  are  told 
or  they  don't  get  the  goods.  So  there  is  that  much  for  the  building 
factor. 

Another  factor,  and  a  very  important  one,  is  transportation. 

AVhat  about  transportation? 

Many  writers  on  this  subject  claim  to  lay  all  our  ills  to  transporta- 
tion, which  of  course  is  a  factor. 

Now  come  back  to  the  curve  when  the  Government  had  control  of 
the  railroads.  What  happened?  You  executives  who  were  handling 
shipments  know  what  happened  the  moment  the  Government  took 
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hold — ^you  ceased  to  get  cars;  transportation  got  so  bad  that  it  was 
rotten.    Why,  gentlemen,  in  mv  own  practice,  less  than  9  months  ago 
it  took  49  days  to  move  a  car  from  Brazil,  Ind.,  to  Michigan  City:  9 
days  from  Grand  Rapids  to  St.  Joe,  and  no  junction  point  between, 
and  I  know  of  dozens  of  instances  where  cars  were  in  transit  weeks 
and  weeks,  months  when  they  should  have  only  been  days.    Back  to 
the  old  elements  of  human  nature — the  men  in  control  of  the  rail- 
road systems,  the  executives,  did  not  like  the  idea  of  working  for 
Uncle  Sam.    I  have  suspected  that  there  was  an  imderstanding  on 
the  part  of  the  railroad  managers  to  make  transportation  so  bad  the 
people  would  be  glad  to  have  it  reversed  to  private  ownership. 
Now,  what  can  we  do  to  relieve  the  situation  ? 
I  believe  no  one  can  dispute  these  facts — income  tax  increases 
costs  of  materials  and  lowers  the  demand  for  building.     With  our 
great  shortage  what  about  the  future  ?    Let  us  speak  first  of  money. 
I  suggest  the  repeal  of  the  excess-profits-tax  law.    Money  should  be 
exempt ;  that  is,  money  invested  in  buildings  should  be  exempt  from 
taxes.    I  would  have  the  laws  so  amended  as  to  absolutely  exempt 
all  taxes  for  a  limited  period  of  time,  say  5  to  10  years,  all  money 
invested  in  buildings.    The  fundamental  value  of  a  dollar  is  regu- 
lated by  the  same  law  that  regulates  commodities,  its  value  is  deter- 
mined by  its  volume.    Actual  conditions  in  the  United  States  during 
the  last  four  or  five  years  have  resulted  in  increasing  the  actual  money 
volume  about  125  per  cent,  so  the  result  is  you  are  doing  business  not 
on  a  50-cent  dollar  but  on  a  33-cent  dollar.    Is  that  volume  going  to 
be  reduced  ?    I  say  no ;  it  is  absolutely  impossible  to  reduce  the  vol- 
ume of  your  money  as  long  as  there  is  in  existence  the  vast  volume 
of  national  securities  issued  to  finance  the  war ;  the  volume  of  your 
money  is  going  to  be  about  what  it  is  to-day  so  long  as  those  securi- 
ties are  in  existence — and  the  United  States  and  the  public  must  be- 
come accustomed  to  doing  business  on  a  new  price  level.    Then  this 
curve  will  gradually  be  cut  off  and  gradually  become  a  flat  curve. 

To-day,  in  Chicago  at  least,  money  invested  in  real  estate  mort- 
gages is  practically  exempt  from  local  taxes.  You  all  know,  if  you 
make  a  loan  on  your  house  or  bungalow  the  notes  will  read  something 
like  this : 

"  On  or  before years  after  date  I  promise  to  pay  to  m3rself 

and  myself  indorsed,  so  much  money." 

There  is  absolutely  no  way  of  tracing  the  ownership  of  first-mort- 

fage  securities  in  Illinois  and  as  a  result  no  local  taxes  are  paid, 
nvestigate  the  records  of  the  tax  returns  of  any  of  your  friends  who 
own  real  estate  mortgages,  and  if  you  can  find  anyone  who  has 
listed  mortgages  in  their  local  tax  returns  I  will  be  surprised.  They 
probably  list  same  in  their  income-tax  returns,  as  I  don't  think  they 
would  take  a  chance  with  the  Federal  Government,  but  they  do  take 
a  chance  with  the  State.  I  don't  believe  in  making  people  crooked 
and  believe  the  law  should  exempt,  for  a  period  of  time,  all  money 
invested  in  buildings. 

You  must  make  money  invested  in  buildings  as  attractive  at  least 
as  Government  bonds,  at  least  as  attractive  as  foreign  bonds,  and  also 
as  attractive  as  the  security  of  first-class  industrial  corporations. 

Money  has  no  friends;  money  is  a  cold,  calculating  thing  and  is 
going  to  be  invested  in  what  nets  the  biggest  return.    Investors  are 
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not  in  business  for  pleasure ;  they  invest  money  because  they  expect 
a  return  and  are  going  to  invest  where  they  can  get  the  best  returns 
with  a  measure  oi  safety,  so  by  reg|ilating  this  factor — ^making  real 
estate  investments  more  attractive — you  are  going  to  attract  to  the 
building  field  some  of  the  money  required  to  build. 

During  my  experience  I  have  designed  modern  factories.  Build- 
ings there  were  rented  by  clients  as  low  as  10  cents  per  square  foot. 
To-day  the  buildings  bring  75  cents  per  square  foot.  Why?  De- 
mand and  supply;  no  money  available  to  construct  factories,  so  the 
price  goes  up.  Mr.  Moore  stated  last  Monday  afternoon  that  the 
ordinary  constructed  multiple  apartment  building,  12  to  36  apart- 
ments, containing  4  to  5  rooms  each,  could  not  be  constructed  to-day 
at  a  cost  that  would  net  the  owner  6  per  cent  on  his  money  unless 
$25  per  room  per  month's  rental  was  received.  Rents  have  not  gone 
up  that  high  yet,  and  there  are  going  to  be  very  few,  if  any,  of  that 
type  of  apartment  buildings  constructed  in  Chicago  until  the  owners 
can  get  6  per  cent. 

Four  years  ago  you  could  put  up  a  nice  attractive  bungalow  at 
from  $3,500  to  $4,000.  The  owner,  if  he  owns  the  lot,  could  borrow 
$3;200  on  a  $4,000  bungalow  from  any  broker  and  likely  touch  one  of 
his  friends  for  the  additional  $800,  and  in  this  way  get  away  with  it 
and  become  a  home  owner.  The  same  building  to-day  would  cost 
$9,500  to  $10,000,  and  the  maximum  he  could  borrow  would  be  about 
$6,000,  with  the  result  he  would  have  to  dig  out  of  his  own  pocket  at 
least  $4,000  more  to  start. 

Mr.  Moore  told  us  last  Monday  about  an  instance  he  had  in  his  own 
office.  About  nine  months  ago  one  of  his  clients  made  a  loan  on  a 
large  structure  in  Chicago  of  $900,000,  which  represented  the  total 
estimated  cost  of  a  plus  percentage  basis.  Before  the  building  was 
completed  it  was  necessarv  for  this  client  to  make  two  additional 
loans  of  $250,000  each  and  the  final  loan  brought  the  total  loan  of 
the  building  to  $1,750,000,  as  against  the  original  estimate  of  $900,000. 
Using  this  as  an  illustration  of  erecting  buildings  on  a  cost-plus 
basis,  I  would  hate  to  think  what  would  happen  if  the  Government 
undei*took  to  construct  buildings  for  housing  and  other  purposes. 

Incidentally,  here  is  another  thing.  I  do  not  believe  in  the  legis- 
lature attempting  to  regulate  rental  returns  on  buildings.  The 
experience  of  New  York  City  is  a  case  in  point.  New  York  attempted 
to  do  that.  At  the  last  session  of  legislature  a  very  stringent  law 
limiting  the  return  a  man  could  receive  on  buildings  was  past;  with 
the  result  there  were  no  buildings  for  housing  constructed  in  New 
York,  and  the  governor  called  a  special  session  of  the  legislature  a 
few  days  ago  to  repeal  that  law.  Now  in  Chicago,  in  fact,  the 
governor  was  petitioned  to  call  a  special  session  of  the  legislature 
of  Illinois  to  regulate  rents  in  Chicago.  I  agree  that  the  average 
man  who  is  renting  a  small  apartment  finds  it  very  hard  to  have 
his  rent  doubled  and  tripled  as  his  wages  have  not  increased  in  like 
ratio — he  does  not  belong  to  organized  labor — this  element  being 
composed  of  clerks  and  workers  who  are  not  organized;  these  are 
the  people  who  are  actually  suffering,  no  question  about  that,  and  I 
sympathize  with  them.  I  own  a  little  apartment  building  myself, 
live  in  one  flat  and  rent  two;  I  could  get  more  for  my  apartments 
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than  I  do — I  only  raised  my  rents  about  15  per  cent.  I  figured  up 
last  night  that  the  return  on  my  investment  is  less  than  2  per  cent  and 
that  after  charging  $110  a  month  for  the  flat  I  occupy.  So  I  have  a 
good  deal  of  sympathy  for  a  man  who  owns  an  apartment  building 
and  has  to  pay  for  repairs,  coal,  taxes,  etc. 

Now  let  us  see  what  can  be  done  with  labor.  I  have  suggested 
what  can  be  done  with  money,  get  money  by  repealing  the  income- 
tax  law.  How  can  labor  help  us  out?  Labor  is  becoming  more 
efficient,  no  question  about  that,  but  here  is  human  nature  again. 
When  jobs  are  scarce  men  will  do  more  work  for  less  pay ;  right  here 
in  Chicago  a  few  weeks  ago  a  mason  only  laid  about  300  bricks  a 
day,  but  to-day  they  average  700  brick,  working  the  same  hours  and 
for  the  same  pay. 

The  Chicago  Building  Trades  Council  might  do  this  to  help  the 
situation  in  Chicago:  They  might,  we  will  say  for  one  year  agree 
not  to  call  any  strikes.  Representatives  of  the  building  council 
when  approached  on  this  said  they  might  take  it  under  consideration. 
They  might  I 

Now  I  charge  this,  that  the  contractors'  association  are  absolutely 
and  solely  responsible  for  the  strike  situation  in  Chicago  to-day; 
there  are  members  of  these  associations  here  this  evening  and  I  will 
tell  them  something.  These  two  associations — ^the  Chicago  Building 
Construction  Employers'  Association  and  the  Builders  Association 
are  jealous  of  each  other,  they  won't  cooperate,  they  are  working  at 
cross  purposes  with  the  result  that  the  labor  unions  in  Chicago  have 
won  every  strike  thev  have  pulled  off  for  a  great  niany  years. 

The  only  way  is  tor  the  two  big  associations  to  affiliate  and  then 
to  affiliate  with  building  material  interests,  architects,  and  bankers 
and  tell  union  labor  where  to  get  off;  if  necessary^  lock  them  out. 
Labor  might  stand  a  lockout  for  a  short  period  oi  time,  but  it  is  a 
known  fact  that  during  the  past  three  years  of  high  wages  they 
have  saved  little,  if  any,  of  their  earnings — they  have  spent  for 
automobiles,  furs  for  their  families,  silk  shirts  etc.,  and  can  not 
stand  a  very  long  lockout.  The  contractors  organization  can  do 
much  to  help  out  conditions  locally. 

This  cost-plus  per  cent  business  is  such  fat  pickings  that  not  long 
ago  the  school  board  of  Chicago,  men  who  spend  your  taxes  and 
my  taxes  and  are  supposed  to  look  after  the  education  of  our  chil- 
dren, concluded  that  instead  of  letting  work  by  contract  as  the  law 
provides  that  they  would  let  it  on  cost  plus  and  possibly  in  certain 
cases  might  do  it  by  direct  labor.  I  got  next  to  it  and  blew  the  thing 
up.  The  result  was  a  special  meeting  of  the  board  was  held  next  day, 
and  they  decided  not  to  pull  the  stunt  just  yet.  I  don't  know  when 
it  will  be  pulled  next ;  that  depends  on  who  is  elected  governor. 

Xow,  what  can  the  material  interests  do?  We  have  analyzed 
what  money  can  do  or  what  it  is  necessary  to  do  to  get  money  to 
do  something;  labor  can  avoid  strikes  for  awhile,  but  what  about 
material  ?  Well,  if  you  can,  get  Uncle  Sam  to  repeal  the  income-tax 
law,  because  as  a  matter  of  tact,  as  I  look  at  it,  the  only  excuse  for 
tlie  excess-profits  tax  was  the  excess  profits  that  the  Government 
recognized  by  its  price  regulations,  and  when  the  Government  two 
years  ago  reiused  to  repeal  the  excess-profits  tax  they  legally  recog- 
nized profiteering. 
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I  am  convinced  that  manufacturers  and  matei-ial  interests  have 
been  profiteering  through  trade  agreements — getting  all  thev  could 
while  the  getting  was  good.  Let  the  material  dealers  do  this — ^let 
us  all  work  together  and  ^et  things  going — will  you  material  dealers 
do  what  Ford  announced  in  the  press  Wednesday  of  this  week?  He 
reduced  the  price  of  cars  to  prewar  price  without  any  reduction  in 
pay  to  employees.  I  understand,  however,  from  a  reliable  source 
that  the  cost  of  a  Ford  prior  to  the  war  was  about  $85,  so  if  you 
will  grant  the  cost  has  advanced  300  per  cent  Mr.  Ford  can  still  sell 
at  prewar  prices  and  not  go  to  the  poorhouse  just  yet.  Let  material 
dealers  go  as  far  as  Mr.  Ford.  Here  is  the  way  Jor  them  to  make 
the  curve  of  actual  construction  come  down. 

Now,  as  material  dealers  or  the  manufacturers  sell  less  mateiial 
with  the  same  fixed  overhead  they  are  compelled  to  raise  the  selling 
price  to  make  the  overhead.  You  cost  accountants  know  what  1 
mean.  In  other  words,  the  less  they  sell  the  more  thev  have  to  get 
for  the  goods  in  order  to  take  care  of  their  overheaci;  but  on  the 
other  hand,  if  the  material  dealers  will  make  an  arbitrary  cut  of 
25  to  50  per  cent  for  a  period  of  six  to  nine  months,  in  order  to  start 
the  ball  rolling,  when  their  volume  of  sales  increases  they  will  make 
just  as  much  monev  during  these  times  on  the  larger  volume  of 
business  as  they  will  at  the  increased  prices  and  decrease  in  volume ; 
and  I  am  wondering  how  the  material  dealers  will  look  at  that  be- 
cause material  costs  are  advancing. 

Two  weeks  ago  I  sent  out  32  letters,  one  to  a  contractor  in  each 
line  in  Chicago,  and  I  asked  him  to  send  me  a  detail  of  the  actual 
increases  in  the  cost  of  building  materials  which  had  occurred  since 
August  1,  and  these  replies  were  tabulated  and  published  in  last 
Sunday's  Tribune.  The  majority  of  all  building  materials  in  Chi- 
cago have  absolutely  increased  in  sales  price  from  3  to  40  per  cent 
since  August  1,  excepting  only  lumber,  turpentine,  and  boiled  linseed 
oil.  and  since  that  list  was  published  1  received  an  announcement  of 
a  lurther  advance  of  wire  cables,  with  the  announcement  of  another 
advance  before  January  1.  The  result  is  building  is  falling  off,  sales 
are  decreasing,  and  as  they  must  absorb  the  fixed  overhead  on  a  less 
volume  of  sales,  consequently  a  raise  in  price. 

What  about  transportation  ?  What  can  transportation  do  ?  Well, 
1  took  a  trip  down  east  some  time  ago,  and,  rubbering  from  the  car 
window,  I  will  venture  to  say  that  between  here  and  Washington 
I  observed  at  least  30,000  empty,  idle  freight  cai-s  on  sidetracks  which 
should  have  been  in  operation.  Standing  in  the  yards  at  Burnside, 
Hawthorne,  the  Northwestern  Yards,  etc.,  I  will  venture  there  can 
be  found  to-day  10,000  empty,  idle  cars,  yet  in  yesterday's  Daily  News 
appeared  an  article  about  10,000,000  bushels  of  fruit  rotting  in  the 
fruit  belt  of  Michigan  because  of  no  transportation  facilities.  I 
know  cars  are  not  moving — it  may  be  some  of  them  are  in  bad  repair, 
but  I  do  know  that  the  transportation  system  of  the  United  States 
is  not  functioning — it  has  simply  gone  to  hell — and  that  is  the  fact 
about  transportation.  Why  it  is,  I  don't  know,  but  I  do  know  that 
just  so  rapidly  as  our  transportation  systems  improve  in  operating 
and  functioning  will  some  oi  these  items  of  building  cost  be  reduced! 
No  question  about  that.    Now,  a  part  of  conditions  must  be  charged 
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back  to  Uncle  Sam,  and  remember,  when  I  talk  about  Uncle  Sam 
1  refer  to  our  servants  in  Washington;  they  did  not  function  the 
way  they  should  have  done.  Uncle  Sam  authorized  priorities  on 
coal  shipments  recently,  but  these  priorities  on  coal  did  not  go  far 
enough  and  restrict  the  movement  of  freight  cars  to  handling  coal 
for  necessities,  but  allowed  them  to  be  used  for  graphophones,  auto-* 
mobiles,  and  other  luxury  factories;  they  did  not  restrict  them  to 
essentials. 

Another  thing — Mr.  Matz  called  my  attention  to  this  on  Monday. 
He  claims  that  one  great  reason  for  the  fall-down  on  this  factor  is 
the  fact  that  the  small  sums  required  to  be  paid  by  shippers  as 
demurrage  on  cars  made  it  possible  for  shippers  to  use  railroad  cars 
for  warehouses,  and  I  guess  there  is  something  in  that.  At  any  rate 
1  blame,  to  a  large  extent,  our  present  conditions  of  building  costs 
to  inability  to  get  adequate  transportation.  During  the  last  tour  or 
five  months  we  could  not  get  brick  or  cement  unless  we  sent  trucks  to 
Gary,  to  North  Chicago,  or  to  the  Illinois  Brick  Co.  yards — could 
not  get  cars  to  ship  materials. 

There  is,  moreover,  another  factor  to  be  considered.  When  Uncle 
Sam  had  control  of  the  railroads  you  shippers,  if  you  wanted  a  car, 
went  to  your  cashier  and  filled  your  pockets  with  $5  bills  and  then 
went  to  the  train  crew  and  greased  them ;  if  you  wanted  a  car  moved 
you  paid  some  one  to  move  it.  I  don't  know  whether  the  private 
ownership  of  railroads  will  do  away  with  that  or  not,  but  one  thing 
is  sure,  you  know  it  existed. 

Another  factor.  What  can  the  professions  do  to  help  our  build- 
ing and  get  things  started?  I  will  tell  you  what  the  Illinois  Society 
of  Architects  attempted  to  do,  and  if  all  other  factors  will  go  as  far 
as  we  have  we  will  get  something  started.  I  know  sometimes  archi- 
tects are  considered  as  a  necessary  evil,  but  so  far  as  small  houses, 
bungalows,  and  small  apartments  are  concerned,  very  few  architects 
can  afford  as  a  financial  proposition  to  handle  that  class  of  work, 
and  there  is  no  class  of  house  that  should  be  given  as  much  care  as 
the  small  house  or  bungalow.  We  have  instructed  a  committee  to 
incorporate  the  Illinois  Architects'  Small  House  Service  Bureau,  to 
be  composed  of  about  20  leading  architects  of  Chicago;  these  men 
will  contribute  sketches  to  be  passed  on  by  a  court,  and  those  ap- 
proved are  to  be  worked  up  into  working  plans  and  specifications  so 
that  when  we  are  in  shape  to  function,  which  will  be  shortly,  we 
expect  to  be  able  to  sell  to  any  owner  in  Illinois  a  complete  set  of 
working  plans  for  a  small  5  or  6  room  house  at  not  more  than  $35. 
Let  the  other  elements,  labor,  material,  and  transportation,  join  with 
the  architects  and  see  if  we  can  not  get  something  to  put  over,  get 
something  started,  do  our  share. 

The  Chairman.  Mr.  Stone,  please  give  your  name  to  the  reporter. 

Mr.  Stone.  Ben  Stone. 

The  Chairman.  Whom  do  you  represent,  Mr.  Stone? 

Mr.  Stone.  I  represent  the  sand  and  gravel  industry. 

The  Chairman.  Have  a  statement  which  you  desire  to  read  ? 

Mr.  Stone.  Yes ;  and  it  will  take  but  a  very  short  time. 

The  Chairman.  Very  well;  proceed. 
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STATEMENT  OF  MB.  BEN  STONE,  SECBETABT,  ILLINOIS  SAND  AND 

OBAVEL  PBOBXrCEBS'  ASSOCIATION. 

Mr.  Stone  (reading) : 

It  is  our  understanding  that  this  committee  desires  to  be  informed  in  regard 
to  the  existing  situation  in  relation  to  the  general  construction  of  houses,  manu- 
facturing establishments,  plants,  and  the  effect  thereof  upon  other  industries 
and  upon  the  public  welfare. 

This  is  a  large  subject.  I  have  no  doubt  it  has  been  discussed  from  many 
angles,  although  it  has  not  been  my  good  fortune  to  be  informed  except  in  a  gen- 
eral way  of  representations  that  have  been  made  at  previous  sessions. 

In  the  premises  we  might  refer  briefly  to  the  situation  which  existed  in  the 
early  part  of  1919,  when  the  whole  country  seemed  to  be  of  a  mind  that  imme- 
diate attention  should  be  given  to  catching  up  with  construction  which  was  so 
seriously  curtailed  during  the  war.  It  will  be  remembered  that  a  good  deal 
of  time  was  consumed  in  the  preparation  of  plans  and  estimates  for  various 
projects  and  that  actual  construction  was  very  late  getting  started.  I  recall  that 
none  of  the  sand  and  gravel  plants  in  Illinois  and  surrounding  territory  had 
anything  like  a  satisfactory  turnover  before  the  1st  of  July. 

During  the  balance  of  the  year  there  were  a  great  many  interruptions  to  build- 
ing from  one  cause  or  another,  and  the  closing  months  found  a  large  volume  of 
work  unfinished,  leaving  many  of  the  plants  with  sizeable  contracts  for  mate- 
rial held  over. 

During  the  ensuing  winter  quite  a  number  of  our  people  made  comparatively 
large  investments,  improving  and  enlarging  plant  facilities,  and  several  new 
plants  were  built,  with  the  idea  of  meeting  the  enormous  demand  which  then 
appeared  to  be  in  prospect  and  w^hich  it  was  confidently  believed  would  become 
active  early  in  1920. 

Some  time  before  the  beginning  of  the  operating  season  this  year  it  became 
apparent  to  all  closely  in  touch  with  the  general  situation  that  under  the  most 
favorable  circumstances  there  would  be  a  great  shortage  of  rail  transportation 
for  building  materials. 

The  so-called  outlaw  switchmen's  strike  started  in  Chicago  on  April  1,  just 
about  the  time  sand  and  gravel  plants  were  beginning  to  operate,  and  spread 
almost  overnight  to  Peoria,  Bloomington,  Springfield,  East  St.  Louis,  and  other 
important  points  in  the  State,  thus  making  it  exceedingly  difficult  for  any  of 
our  people  to  obtain  service  from  the  railroads. 

As  these  aggravating  conditions  became  more  difficult,  it  was  made  clear  that 
the  transportation  situation  would  be  a  permanent  and  in  large  measure  a  con- 
trolling factor  in  the  construction  program  for  1920. 

On  May  25  Service  Order  No.  2  issued  by  the  Interstate  Commerce  Commis- 
sion and  directing  the  movement  of  a  vast  number  of  open  cars  from  the  West 
to  the  East  became  effective.  This  was  followed  very  shortly  by  Service  Order 
No.  7  giving  priority  to  the  movement  of  coal  and  from  that  time  until  now  so 
far  as  sand  and  gravel  producers  have  been  concerned,  It  has  been  just  one 
thing  after  another. 

The  situation  on  the  Chicago  terminal  has  been  such  that  It  was  extremely 
difficult  to  get  material  Into  that  market  prior  to  September  1.  The  plants  on 
one  road  were  restricted  for  a  long  time  to  a  minimum  of  five  cars  each  per 
day,  but  very  seldom  got  that  many  and  often  received  none  for  days  at  a 
stretch.  On  another  road  several  plants  were  furnished  no  cars  from  May  25 
until  late  In  July. 

It  Is  perhaps  not  necessary  to  go  into  detail  as  to  the  situation  on  such  road. 
I  mention  these  two  because  they  are  the  largest  carriers  of  sand  and  gravel 
in  this  region  and  it  Is  my  information  that  they  are  fairly  representative  of  the 
whole. 

Members  of  our  association  operate  67  plants.  Generally  speaking  they  pro- 
duce only  what  can  be  loaded  on  cars.  Up  to  the  1st  of  October  the  total  pro- 
duction of  all  plants  was  approximately  15  per  cent  of  capacity  and  only  about 
25  per  cent  of  all  sand  and  gravel  produced  in  the  State  In  1916,  as  reported  by 
the   Geological    Survey. 

I  do  not  wish  to  be  understood  as  complaining  of  whnt  has  been.  I  have 
given  you  these  facts  merely  as  information  and  for  whatever  value  they  may 
have  in  connection  with  your  investigation.  We  have  evidence  on  every  hand 
to-day  that  the  transportation  situation  Is  much  better  than  it  was  a  few 
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months  ago  and  is  steadily  improvinK.  We  bave  every  reason  to  believe  and 
expect  that  It  will  continue  to  improve  within  reasonable  limitations.  It  is 
anticipate<l  that  additional  facilities  will  be  procured  as  rapidly  as  money  can 
be  obtained  and  time  will  permit. 

There  has  been  a  gi*eat  deal  of  criticism  of  the  new  transportation  act  and 
the  manner  of  its  administration,  much  of  it,  I  think,  unwarranted. 

The  law,  itself,  is  probably  the  gt;eatest  legislative  experiment  we  have  ever 
had.  It  has  been  called  a  compromise  measure  and  I  have  no  doubt  that  Is 
true.  The  committees  In  the  House  and  Senate  having  to  do  with  its  formation 
certainly  had  enough  advice  from  the  outside  to  make  it  most  any  kind  of  a 
measure.  Nevertheless,  being  reminded  that  the  formative  period  extended 
over  some  8  or  10  months  of  active  work,  I  think  we  must  agree  that  It  repre- 
sents the  best  thought,  at  the  time  of  its  passage,  of  all  concerned. 

It  has  In  its  provisions  which  I  think  are  fundamentally  wrong  and  which 
I  think  crept  into  It  as  a  result  of  the  mental  attitude  which  obtained  through- 
out the  country  after  the  war  and  which  has  just  recently  began  to  correct 
Itself.  I  think  paragraphs  12  and  15  of  section  402,  which  have  to  do  with 
rules,  regulations,  and  practices  pertaining  to  car  service  are  such  provisions. 
It  was  during  the  war  that  we  began  to  think  in  terms  of  emergency,  and  It 
was  during  the  war  that  we  aecu.stomed  ourselves  to  priorities  and  permits 
in  transportation. 

Such  matters  have  no  rightful  place  in  our  peace-time  transactions.  They 
are  not  in  harmony  with  that  provision  of  the  law  which  requires  the  car- 
riers to  furnish  adequate  transportation,  nor  are  they  In  harmony  with  that 
part  of  the  law  which  guarantees  all  shippers  against  discrimination. 
,  I  would  respectfully  recommend  that  this  committee  give  consideration  to 
the  advisability  of  having  section  402  of  the  transportation  act  of  1920 
amended  in  such  a  way  that  rules,  regulations,  and  practices  legally  pub- 
lished to  govern  car  service  may  not  be  set  aside  in  times  of  ijeace  until  full 
hearing  has  been  granted  all  interested  parties. 

As  to  the  administration  of  the  law  by  the  commission,  up  to  the  present 
time  I  have  no  criticism  to  offer. 

While  I  have  not  agreed  with  everything  that  has  been  done  in  the  matter 
of  car  service,  I  have  felt  that  the  commission  has  at  no  time  lacked  sincerity 
of  purpose  and  that  the  service  orders  they  have  issued  reflected  their  best 
judgment  as  to  what  was  required  for  the  proper  protection  of  the  public 
welfare. 

I  can  not  say  so  much,  however,  for  the  manner  in  which  these  orders  have 
been  applied  by  the  carriers. 

The  American  Railway  Association  has  set  up  a  Washington  bureau,  first 
known  as  the  commission  on  car  service  and  later  as  the  car-service  division. 
The  officials  of  this  bureau  have  undertaken  to  Interpret  the  commission's 
orders  for  all  of  the  roads.  They  have  made  arbitrary  rulings  and  demands 
for  continuous  movement  of  empty  cars  from  one  road  to  another  and  have 
denied  the  right  of  individual  roads  to  apply  the  commission's  orders  in  a 
manner  that  would  best  confirm  to  conditions  on  each  road. 

In  my  opinion  this  plan  as  It  has  been  operated  so  far  has  violated  princi- 
ples that  are  fundamental  to  the  public  welfare  and  while  I  am  not  prepared 
to  say  that  the  car-service  division  is  not  needed  as  a  point  of  contact  between 
the  commission  and  the  carriers  I  believe  the  absolute  control  of  car  distribu- 
tion, which  has  been  exercise<l  by  this  bureau  up  to  now,  must  be  discontinued 
before  we  can  approach  a  more  satisfactory  condition  as  regards  car  service 
on  the  individual  road. 

A  most  forcible  example  of  this  has  just  come  to  my  attention  to-day. 
On  November  6  the  Interstate  Commerce  Commission  amended  Service  Ordei 
No.  20  so  as  to  remove  from  the  coal  car  classification  all  open  cars  under  42 
inches  in  height,  inside  measurement,  and  which  It  was  estimated  would  in- 
crease the  number  of  cars  available  for  other  than  coal  loading  by  25,000. 
But  regardless  of  the  fact  that  the  commission's  order  as  It  relates  to  loading 
of  coal  cars  in  a  direction  of  the  mines  has  not  been  changed  the  car-service 
division  has  served  amendatory  instructions  on  roads  In  this  region  that  no 
cars  over  42  inches  in  height  may  be  loaded  In  any  direction  except  with 
coal. 

The  Chairman.  Mr.  Hodgson,  have  you  a  statement  in  writing! 
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STATEHEHT  OF  MB.  J.  LAMBERT  HODGSON,  BEFBESENTIVO 

AMEBICAir  SABS  AND  OBAVEL  CO. 

Mr.  Hodgson.  No,  sir;  just  some  information  as  to  the  present 
freight  rates  on  sand  and  gravel. 

Mr.  Miller.  Can  you  tell  the  committee  what  the  cost  of  sand  and 
gravel  is  in  Chicago  to-day  ? 

Mr.  Hodgson.  Sand  and  gravel  costs  $1.25  a  ton,  generally. 

Mr.  Miller.  On  the  cars  ? 

Mr.  Hodgson.  On  the  cars  delivered  in  Chicago.  That  is  1  ton  or 
one-half  of  a  cubic  yard.  A  cubic  yard  of  sand  and  gravel  would 
cost  $1.88. 

Mr.  Miller.  What  proportion  of  that  is  freight  cost  ? 

Mr.  Hodgson.  That  is  the  freight  I  am  speaking  of  now ;  the  freight 
on  a  cubic  yard  of  sand  to-day  from  the  producing  points. 

The  Chairman.  The  freight  on  a  cubic  yard  of  sand  and  gravel  is 
how  much  ? 

Mr.  Hodgson.  $1.88.  That  is  generally  from  the  producing  point 
into  the  points  of  delivery  in  Chicago. 

The  Chairman.  What  is  your  selling  price  of  that  on  the  car? 

Mr.  Hodgson.  The  selling  price  is  $1.67  a  ton,  or  $2.50  a  yard. 

The  Chairman.  $2.60  a  yard  for  sand  and  the  freight  alone  costs 
you  $1.88  ? 

Mr.  Hodgson.  Yes,  sir. 

The  Chairman.  That  leaves  62  cents  to  cover  your  profit  and  all 
your  other  costs  ? 

Mr.  Hodgson.  Yes,  sir. 

The  Chairman.  The  cost  of  the  sand  ? 

Mr.  Hodgson.  Yes,  sir. 

The  Chairman.  And  the  profit? 

Mr.  Hodgson.  Yes,  sir.  The  $4  prices  mentioned  here  to-day  are 
team-load  prices. 

Mr.  Miller.  So  I  understand  that  all  you  get  out  of  a  cubic  yard 
of  sand  is  62  cents  ? 

Mr.  Hodgson.  Sixty-two  cents.  That  is  general.  The  freight  rate 
varies.  It  runs  as  high  as  that  and  sometimes  a  little  bit  over ;  some- 
times a  little  less. 

Mr.  Miller.  $1.88  for  freight? 

Mr.  Hodgson.  $1.88  for  freight. 

Mr.  Miller.  What  did  you  lonlierly  pay  for  freight  ? 

Mr.  Hodgson.  Prior  to  June  25,  1918,  our  freight  rate  was  63  cents 
per  cubic  yard. 

Mr.  Miller.  What  date  was  that? 

Mr.  Hodgson.  Prior  to  June  25,  1918.  The  freight  rate  has  in- 
creased anywhere  from  150  to  200  per  cent.     • 

The  Chairman.  That  is  all.    Thank  jou. 

Mr.  Smith,  whom  do  you  represent? 

STATEMENT  OF  MB.  C.  EHHET  SMITH,  BEPBESENTINO  THE 
BXrUDEBS  AND  TBADEBS  EXCHANGE. 

Mr.  Smpth.  I  represent  the  Builders  and  Traders  Exchange  of 
Chicago. 

The  Builders  and  Traders  Exchange  of  Chicago,  as  you  are  all 
aware,  is  one  of  the  oldest  organizations  in  Chicago,  and  has  done 
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a  great  deal  to  build  Chicago  up.  We  were  requested  by  the  author- 
ities in  the  city  and  by  the  Congressmen  at  large  to  put  our  views 
before  this  senatorial  committee.  There  is  nothing  that  I  have  got 
to  say  to  you  in  regard  to  means  of  reducing  the  discontent  among 
the  people  because  of  their  need  of  homes.  There  is  this  that  I  can 
say,  and  which  I  have  been  pleased  to  hear  this  afternoon,  is  that 
the  percentage  question  is  the  cause  of  the  trouble.  That  branch  of 
society  that  is  desirous  of  making  more  confusion  than  others  is  the 
slacker  that  took  the  place  of  the  workingman  that  went  to  the  front. 
He  did  not  produce  as  much  in  his  work  in  the  man's  job  that  he  took. 
He  would  not  produce  as  much  in  the  man's  work  that  he  took. 
Your  honorable  committee  has  been  shown  one  way  out  of  that  this 
afternoon,  and  that  is  that  the  organizations  in  their  committee  meet- 
ings will  be  ^ven  to  the — the  chairmen  of  them  will  be  instructed  to 
be  as  patriotic  as  it  is  possible  for  a  man  to  be  in  any  meeting  here- 
after for  the  good  of  the  cause. 

The  building  will  go  ahead  if  the  man  who  works  360  days  a  year 
will  not  demand  as  much  for  his  work  or  his  concession  as  the  working- 
man  is  demanding  for  his.  You  know  it  is  a  matter  of  adjusting  this 
thing,  and  it  is  a  propaganda  that  we  have  all  got  to  spread.  It  is 
up  to  you  and  me  and  everyone  as  it  is  up  to  this  honorable  commit- 
tee to  get, results.  If  we  5o  not  get  them  it  is  not  because  we  can 
not  get  them.    It  is  because  we  won't  get  them.    Thank  you. 

STATEMENT  OF  MB,  WILLIAM  L.  HODOEUrS,  REPRESENTINO  THE 

ILLINOIS  STONE  CLUB. 

The  Chairman.  Mr.  Hodgkins,  whom  do  you  represent? 

Mr.  Hodgkins.  I  represent  the  stone  interests. 

The  question  of  rates  to  the  carriers  has  come  up  here.  We  advo- 
cated an  increase  in  rates  to  the  carriers  on  the  basis  of  the  necessity 
of  the  transportation.  We  wrote  a  letter  to  the  Interstate  Com- 
merce Commission  advocating  an  increase  in  rates,  and  our  rate  has 
increased  from  11  cents  a  ton  to  40  cents  a  ton  since  the  prewar 
period.  The  theory  on  advocating  an  advance  in  freight  trans- 
portation is  absolutelv  essential.  We  ship  1,250,000  tons  of  material 
m  a  normal  year  and  have  only  been  able  to  produce  one-fourth  of 
this  amount  this  year  on  account  of  transportation. 

We  feel  as  if  the  Interstate  Commerce  Commission  has  not  given 
us  a  proper  consideration.  During  the  war  period  the  Humphrey 
committee,  which  was  made  up  of  men  receiving  $1  a  year,  asked  the 
producers  of  stone,  sand,  and  gravel  to  appear  in  Washington.  They 
told  us  the  necessity  for  transportation  for  war  purposes  and  asked 
us  if  we  could  not  curtail  our  business.  After  a  meeting  of  several 
days,  the  Humphrey  committee  decided  that  we  should  be  allowed 
25  per  cent  of  our  normal  output  in  the  direction  of  the  movement  of 
the  coal  and  a  full  supply  of  cars  in  the  direction  of  the  movement 
of  the  mines.  The  Interstate  Commerce  Commission  issued  order 
No.  7  without  consulting  us,  which  we  think  was  entirely  unfair. 

The  law  which  gives  the  Interstate  Commerce  Commission  power 
to  favor  coal  and  other  commodities  should  be  rescinded.  We  do  not 
believe  that  it  is  the  intent  of  the  Government  to  show  partiality  ta 
any  industry.    We  noticed  at  the  hearing  in  Washington  that  the 
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largest  shipment  of  coal  would  be  made  abroad,  which  necessitated 
the  people  in  this  country  paying  exorbitant  prices  for  coal.  We 
believe  the  shipment  of  coal  a6road  should  be  eliminated  to  such  an 
extent  that  prices  in  this  country  will  be  consistent. 

The  car  supply  is  absolutely  essential  to  our  industry,  and  prices 
are  regulated  largely  by  the  production.  If  we  run  one-quarter  of 
the  production,  our  prices  are  accordingly  higher.  It  is  quite  pe- 
culiar that  at  this  time  of  the  year,  when  snow  is  commencing  to  tail 
in  Chicago,  that  the  car  supply  should  suddenly  ease  up,  and  we  are 
advised  that  the  car  supply  within  the  next  week  or  10  days,  when 
cold  weather  will  be  severe,  that  we  will  probably  be  able  to  get  all 
the  cars  we  want.  This  is  reversing  the  usual  procedure,  as  coal  is 
ordinarily  moved  in  the  winter  time  and  building  material  in  the 
summer. 

In  conclusion  I  would  say  that  the  Interstate  Commerce  Commis- 
sion have  entirelv  reversea  the  ordinary  conditions.  I  think  the 
story  that  is  tola  by  Mr.  Mason  would  be  apropos.  He  said  the 
world  was  equally  divided,  that  the  rich  people  could  have  all  the 
ice  they  wanted  in  the  summer  time  and  the  poor  people  could  have 
all  the  ice  they  wanted  in  the  winter  time. 

The  Chairman.  Now  we  will  hear  Mr.  Illsley.  Whom  do  you 
represent  ? 

STATEMENT  OF  MB.  WILLIAM  A.  ILLSLET,  BEPBESENTING  THE 
ASSOCIATED  BVILDEBS  OF  CHICAOO  AND  THE  ASSOCIATED  CON- 
TBACTOBS  OF  ILLINOIS. 

Mr.  Illsley.  I  represent  the  Associated  Builders  of  Chicago  and 
the  Associated  Contractors  of  Illinois. 

Gentlemen  of  the  committee,  the  letter  inviting  me  to  appear  be- 
fore your  committee  did  not  indicate  at  all  what  would  be  expected 
of  me,  and  I  will  only  give  one  brief  word  out  of  our  experience. 

There  are  no  recommendations.  It  would  be  impossible  to  make 
them  under  the  circumstances,  but  our  own  records  show  that  as  be- 
tween 1914  and  the  present  time  our  labor  costs  have  increased  92 
per  cent  and  our  material  costs  192  per  cent. 

Now,  we  are  not  engaged  in  the  housing  proposition  at  all.  The 
concern  of  which  I  am  vice  president,  Landquist  &  Illsley  Co., 
practically  confine  ourselves  entirely  to  ofRce-building  construction, 
and  therefore  we  are  really  not  qualified  to  give  any  expression  from 
our  personal  understanding  of  the  housing  situation. 

The  fact,  in  the  main,  is  that  the  average  expense  as  compared 
with  1914  is  141  per  cent  increased. 

The  Chairman.  Mr.  Illsley.  do  you  look  forward  to  a  material  re- 
duction in  the  building  costs? 

Mr.  Illsley.  I  have  no  warrant  for  making  any  conclusion,  Sena- 
tor Calder.  These  matters  are  in  the  hands  of  the  manufacturers 
and  they  know  details,  as  we  have  no  possibility  of  knowing  them. 

If  they  make  substantial  decreases  m  their  prices,  and  there  is 
any  substantial  decrease  in  the  price  of  labor,  of  course  the  product 
will  come  down,  but  in  advance  we  would  have  no  warrant  in  mak- 
ing any  such  statement. 

The  Chairman.  Are  you  a  member  of  the  Employers  Association 
that  has  been  in  conflict  with  the  Carpenters  Union  of  late  ? 
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Mr.  Illsley.  I  am  a  member  of  what  is  known  as  the  Associated 
Builders,  which  has  been  made  up  of  the  Carpenter  and  Contrac- 
tors Association  and  the  Chicago  Masons  Association.  The  two 
lines  of  industry  have  become  so  interwoven  that  there  is  no  longer 
a  want  for  their  being  separate  organizations,  and  they  have  b»en 
incorporated  under  that  name,  the  Associated  Builders  of  Chicago. 

The  Chairman.  I  thank  you  very  much. 

STATEMENT  OF  ME.  SAMITEL  E.  BSADT,  STATE  SITPEBINTEHBENT 

OF  HIGHWAYS,  ILLINOIS. 

Mr.  Bradt  (reading) : 

In  presenting  to  you  the  quePtion  of  highway  improvement  as  affected  by 
general  construction  conditions,  I  deem  it  unnecessary  to  mal^e  any  argument 
tending  to  show  the  benefits  of  improved  roads.  The  necessity  for  better  roads 
from  the  standpoint  of  the  farmer,  from  the  standpoint  of  the  man  who  lives  In 
the  city,  from  the  standpoint  of  changing  traffic  conditions  brought  about  by  the 
motor  car,  and  especially  the  motor  truck,  as  used  in  the  marketing  of  farm 
products  and  short-haul  freight  transportation,  is  unquestioned. 

With  this  necessity  in  your  mind,  I  want  you  to  get  a  view  of  the  road  condi- 
tion In  the  State  of  Illinois,  which  to  a  large  extent  is  typical  of  the  Central 
States. 

The  State  of  Illinois,  with  its  55,000  square  miles  of  territory,  leads  all  of  the 
other  States  of  the  Union  in  agricultural  production.  It  is  a  State  whose  manu- 
factured products  outrank  all  of  the  others,  excepting  New  York  and  Pennsyl- 
vania. A  State  whose  mineral  production  is  exceeded  by  but  few  of  the  other 
States.  Add  to  this  the  fact  that  the  total  wealth  of  Illinois  is  greater  than  any 
other  State,  except  New  York. 

In  contrast  to  this  wonderful  volume  of  production  and  great  wealth  let  me 
present  the  other  fact,  that  of  our  95,000  miles  of  country  highways  only  12  per 
cent  is  improved,  and  that  on  less  than  4  per  cent  of  the  12  per  cent  Is  the  sur- 
facing adequate  for  the  present  highway  traffic,  leaving  88  per  cent  with  no 
foundation  or  surfacing  other  than  our  fertile  soil,  which  makes  an  Impassable 
road  during  certain  seasons  of  the  year.  Over  these  highways  must  be  carried 
the  products  of  these  fields  and  mines  and  factories.  To  this  add  a  citizenry 
thoroughly  aroused  to  the  economic  necessity  for  the  improvement  of  the  roads, 
together  with  insistent  demand  from  every  section  of  the  State  that  Its  roads 
be  hard  surfaced  without  delay.    This  Is  the  situation  In  Illinois  to-da>-. 

Now,  let  us  look  at  the  attitude  of  our  people  toward  the  financing  of  road 
improvement.  In  November,  1918.  after  due  legislation  they  voted  practically 
four  to  one  In  favor  of  Issuing  ^60,000,000  In  bonds,  the  proceeds  to  be  applied 
toward  the  construction  of  a  system  of  State  roads,  approximately  4,800  miles  in 
length.  None  of  the  bonds  have  been  sold,  for  the  reason  that  other  funds  have 
been  available.  The  people  stand  ready  to  vote  bonds  or  furnish  additional 
funds  to  complete  this  system  of  roads.  Further,  more  than  one-half  of  the 
counties  of  the  State  are  waiting  an  opportunity  to  vote  bomis  in  amount.**  of 
from  $500,000  to  $3,000,000  each  for  the  purpose  of  improving  roads  that  connect 
with  the  proposed  State  system.  The  counties  have  been  advised  not  to  urge  the 
improvement  of  the  connecting  roads  until  the  main  roads  are  built  because  of 
the  shortage  of  labor,  material,  and  transportation  facilities. 

The  slow  progress  by  the  State,  however,  is  cau.sing  them  to  become  very  im- 
patient at  the  delay.s.  Further,  Illinois's  allotment  from  the  Federal  appropria- 
tion was  $12,000,000.  To  meet  this  allotment  Illinois  appropriated  over  $15,- 
000,000,  making  a  total  of  $27,000,000,  which  has  been  the  fund  from  which  the 
State  has  drawn  for  its  road  construction  during  the  past  two  years. 

From  the  foregoing,  it  will  be  seen  that  the  people  have  been  and  are  now 
ready  to  furnish  the  necessary  money.  I-.et  us  now  consider  what  we  had  eon- 
template<l  in  the  line  of  construction,  what  we  accomplished,  and  the  reasons 
why  more  miles  were  not  improved.  Shortly  after  the  signing  of  the  armisti<!e 
In  November,  1918,  the  States  were  urged  by  the  United  States  Department  of 
Agriculture  to  proceed  as  fast  as  possible  with  the  construction  of  roads,  with 
money  made  available  from  the  Federal  appropriation.  Illinois,  acting  In  har- 
mony with  this  suggestion,  proceeded  to  make  preparations,  and  awarded  con- 
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tracts  for  about  570  miles  of  hard-surfaced  roads,  costing  some  $32,000  per  mile. 
It  was  hoped  that  at  least  400  miles  would  be  completed  during  the  1919  season. 
This  was  a  new  era  of  road  building  in  Illinois ;  hence,  many  contractors  were 
obliged  to  buy  complete  equipments,  and  all  of  them  at  least  sonu*  additional 
equipment.  The  manufacturers,  instead  of  being  able  to  furnish  them  equip- 
ment within  30  days  as  prondsed,  required  from  60  to  90  days  to  make  delivery. 

As  soon  as  the  contractors  were  ready  for  the  delivery  of  material  a  shortage 
of  open-top  cars  developed.  This  was  followed  by  the  shopmen's  strllje,  which 
crippled  the  motive  power  of  the  railroads;  and  later  in" the  season  came  the 
coal  strike.  In  anticipation  of  which  all  open-top  cars  were  taken  from  the 
building  industries  and  sent  to  the  coal  mines.  The  result  was  that  instead  of 
400  ndles  completed,  we  ende<l  the  season  with  170  miles  of  finished  roads  and 
carried  over  to  the  1920  season  approximately  400  miles  unfinished. 

The  bond-issue  law,  to  which  I  previously  referred,  called  for  construction 
at  the  rate  of  approximately  1.000  miles  per  year.  Accordingly  we  made  tenta- 
tive plans  for  putting  that  mileage  under  contract  for  1920  construction.  Be- 
cau.<«e  of  the  han<llcap  placed  upon  the  1919  construction  work  through  the 
inability  of  the  railroads  to  furnish  sufficient  equipment  for  the  transportation 
of  material  during  the  season  of  1919,  we  visited  the  officials  of  the  Railroad 
Administration  with  the  view  of  ascertaining  the  possibility  of  obtaining  cars 
If  we  undertook  a  program  involving  the  addition  of  1,000  miles  of  roads.  We 
explained  to  them  that  the  building  of  1,000  miles  of  roads  meant  the  delivery 
of  1,000  cars  of  material  a  day.  Figuring  that  each  car  would  consume  eight 
days  in  making  the  round  trip,  our  requirements  would  be  at  least  8,000  cars 
continuously  during  the  highway  construction  season. 

We  were  advised  that  in  the  spring  of  each  year  from  May  1  to  July  1  there 
was  ordinarily  a  supply  of  a  quarter  of  a  million  or  more  of  idle  cars,  and 
that  if  we  could  arrange  to  have  a  large  portion  of  our  material  dellvere<l  before 
July  or  August  1,  that  would  be  able  to  take  care  of  our  requirements.  In 
accordance  with  these  sugge.stions  from  the  officials  of  the  Railroad  Administra- 
tion, we  arranged  with  our  contractors  for  the  storage  of  materials.  They 
began  in  February  and  March  to  call  for  cars,  but  instead  of  the  required  num- 
ber of  cars  being  available  it  developed  that  the  year  1920  was  unlike  any  of 
the  preceding  years,  and  that  there  was  no  surplus  of  Idle  cars  available.  As  a 
result  few  contractors  were  able  to  get  a  supply  of  material  stored  in  advance 
of  construction.  As  soon  as  we  asked  for  bids  on  new  construction  it  also  de- 
veloped that  owing  to  the  uncertainty  of  transportation,  the  increased  price  of 
labor  and  material,  and  the  uncertainty  of  the  general  situation,  our  bids — 
instead  of  averaging  $32,000  as  in  1919— averaged  $44,000  per  mile.  With  all 
these  things  facing  the  department.  It  was  decided  to  reject  bids  and  to  award 
contracts  for  only  about  50  miles  instead  of  the  amount  originally  planned. 
We  believed  that  we  should  be  able  to  complete  the  400  miles  carried  over  from 
1919  and  the  50  miles  additional,  and  made  our  plans  accordingly. 

The  first  interference  with  our  work  came  in  the  shape  of  a  switchmen's 
strike,  which  caused  a  congestion  of  freight  cars  in  practically  all  of  the  cen- 
ters of  population  in  this  vicinity,  and  prevented  their  movement  for  a  number 
of  weeks.  However,  the  most  serious  difficulty  experienced  has  l>een  the  va- 
rious orders  issued  from  Washington  by  the  car  .service  commls.<4on  and  the 
Interstate  Commerce  Commission.  Early  In  June  the  former  commission  issued 
an  order  requiring  that  coal  mines  should  be  given  50  per  cent  of  their  rated 
car  requirements,  and  that  plants  producing  other  commodities,  requiring  open- 
top  equipment,  should  be  restricted  to  the  use  of  the  remainder  of  the  cars, 
whatever  that  might  be,  but  not  exceeding,  to  any  one  plant,  more  than  50  per 
cent  of  its  output.  This  immediately  reduced  the  shipments  of  road  materials. 
This  order  was  followed  on  June  21  by  another  order.  Issued  by  the  Interstate 
Commerce  Commission,  providing  that  open-top  cars  could  be  used  for  hauling 
material  other  than  coal  only  when  returning  fn  the  direction  of  the  mines. 
This  order  was  to  be  in  force  only  30  days,  but  was  renewed  at  the  end  of  each 
30-day  period  and  is  still  In  force.  Perhaps  50  per  cent  of  our  contractors  were 
doing  work  in  localities  that  permitted  all  of  the  material  for  their  work  to 
be  handled  In  accordance  with  this  order  without  Interruption. 

The  other  50  per  cent,  however,  were  getting  materials  in  localities  requiring 
a  "back  haul,"  which  was  In  violation  of  above  ruling.  Within  a  short  time 
after  the  order  went  into  effect  the  material  coming  to  them  was  stopped. 
We  appealed  to  the  Interstate  Commerce  Commission  and  a  hearing  was  called 
early  In  July.  The  result  of  this  hearing  was  the  issuing  of  special  permits. 
These  permits  were  granted  only  for  the  hauling  of  material  for  the  completion 
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of  old  contracts  where  work  was  being  done  on  sections  of  important  roads. 
Our  work  was  all  being  carried  on  upon  the  main  highways  of  the  State.  Ac- 
cordingly, by  the  middle  of  August  we  had  secured  permits  for  most  of  those 
contractors  requiring  a  *'  back  haul "  for  their  material.  These  permits  were 
generally  put  into  effect  by  the  railroads,  but  occasionally  some  road  would 
get  an  order  from  Washington  to  deliver  a  certain  number  of  cars  to  some 
special  plant  for  a  specific  coal  loading,  which,  of  course,  interfered  with  work 
in  that  vicinity. 

In  September  an  order  was  Issued  from  Washington  suspending  all  permits 
for  a  period  of  10  days.  This  again  held  up  the  movement  of  material  for  road 
work.  At  the  expiration  of  the  10-day  period  road  work  was  re6ume<i;  but 
early  In  October  another  order  came  from  the  Interstate  Commerce  Commis- 
sion canceling  all  permits  and  requiring  that  additional  evidence  be  submitted 
before  those  permits  would  be  renewed. 

We  succeeded  in  securing  the  renewal  of  not  more  than  five  of  the  old  per- 
mits. Because  of  this  interference,  mainly  through  the  two  commissions  above 
mentioned,  we  have  been  able  to  complete  only  a  little  more  than  300  of  the 
450  miles.  In  order  to  do  this,  much  of  the  time  of  the  officials  of  the  depart- 
ment, as  well  as  all  of  the  time  of  experts  hired  for  that  purpose,  has  been 
given  to  the  securing  of  car  equipment  and  connecting  it  up  with  the  producers 
of  road  materials  so  as  to  keep  contractors  with  as  large  a  supply  of  material 
as  possible. 

During  the  seasons  of  1919  and  1920  we  have  built  500  miles  of  high-class^ 
hard-surfaced  roads.  The  same  effort  put  forth  under  ordinary  conditions  and 
without  the  hindrances  herein  enumerated  would  easily  have  completed  1»000 
miles  of  the  same  class  of  roads,  which  would  have  proven  reasonably  satis- 
factory to  our  people. 

To  summarize  the  situation :  We  have  the  contractors ;  these  contractor  have 
adequate  equipment.  Labor  has  been  in  fairly  good  supply  this  year  and  the 
Indications  are  that  it  will  be  more  plentiful  next  year.  The  money  is  avail- 
able.. Materials  are  in  ample  supply  at  their  source. 

As  near  as  we  can  judge,  the  one  principal  limiting  factor  in  1921  will  be 
transportation.  In  so  far  as  we  are  able  to  solve  this  problem  of  transporta- 
tion by  the  purchase  of  added  railroad  equipment,  by  the  repair  of  present 
equipment,  by  increasing  the  number  of  car  miles  per  car  per  day  and  the 
elimination  of  governmental  interference,  just  so  far  the  Improvement  of  the 
highways  of  Illinois  and  other  States  of  the  Mississippi  Valley  will  be  carried 
on  in  inceasinj?  proportion.  This  is  the  important  problem  concernng  the 
improvement  of  our  highways. 

Senator  Calder.  Mr.  Lodge,  whom  do  you  represent? 

STATEMENT  OF  ME.  WIIUAM  F.  LODGE,  REPBESENTINO  THE 
ILLINOIS  MUNICIPAL  CONTSACTORS'  ASSOCIATION. 

Mr.  Lodge.  The  Illinois  Municipal  Contractors'  Association.  I 
guess  I  am  the  only  man  here  that  represents  the  people  down  in 
the  State,  and  not  in  the  city  of  Chicago.  While  we  have  our  hous- 
ing problems,  I  do  not  desire,  because  of  the  fact  that  I  was  put 
on  there  from  the  Illinois  Municipal  Contractors'  Association,  to 
sny  anything  of  our  housing  question.  I  do  belong  to  the  Illinois 
Municipal  Contractors'  Association. 

They  build  pavements  and  roads.  I  want  to  call  your  attention 
to  the  fact,  in  a  brief  way,  that  while  you  have  heard  a  good  deal 
about  house  shortage,  and  it  appeals  to  your  senses  more,  that 
there  really  is  a  shortage  in  the  States  of  Illinois,  Wisconsin,  Indi- 
ana, and  Missouri  which  is  just  as  great  in  road-building  lines  as 
in  the  housing  situation.  We  know,  normally,  from  our  records 
that  every  town  in  the  State  will  do  a  certain  amount  of  municipal 
improvement  in  a  year;  will  lay  certain  pavements,  put  in  water 
works  and  sewers.  While  it  is  not  as  essential  as  the  housing  propo- 
sition, it  is  just  as  essential  to  the  growth  of  that  city  that  they 
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put  in  their  sewers  and  their  waterworks  and  pavements,  and  there 
IS  going  to  be  an  insistent  demand  that  that  be  started. 

There  has  been  in  the  last  six  years  less  than  10  per  cent  of  that 
work  that  should  have  been  done  normally. 

Two  years  ago  the  State  of  Illinois  passed  by  a  remarkable  vote 
an  or<ler  to  the  highway  commission  of  the  State  to  construct 
400,000  miles  of  road  at  once,  and  gave  them  power  to  issue  bonds 
for  that  purpose.  They  have  done  that  to  the  extent  of  $60,000,000 
worth  of  bonds,  and  out  of  900  miles  of  roads  they  produced  less 
than  6(K).  1  have  gone  among  tlie  contractors  who  do  road  work 
lately,  asking  them  why  that  can  not  be  done,  and  it  has  all  re- 
solve(l  itself,  from  the  fii*st  analysis,  to  the  railroad  company,  and 
to  the  railroad  administration  as  they  had  been  handling  the  situ- 
ation. These  contractors  tell  us  that  it  would  take  three  months 
to  get  a  switch  in  after  their  work  had  started.  Two  months  of 
that  seemed  to  be  what  they  called  a  red-tape  theory.  After  they 
put  their  applications  in,  it  was  two  solid  months  before  thev  could 

t  the  thing  through.  The  car  shoi*tage  they  do  not  believe  in. 
Tou  can  not  find  a  contractor  out  of  five  in  the  State  of  Illinois 
that  believes  in  the  car  shortage.  He  does  not  believe  it  exists.  He 
thinks  that  is  a  subterfuge  for  the  lack  of  efficiency  in  the  admin- 
istration of  the  railroads.  But  their  idea  is  that  it  is  getting  bet- 
ter; that  the  thing  is  growing  better;  that  the  Railroad  Adminis- 
tration has  complete  faith  in  the  companies,  and  the  Railroad 
Administration  have  agreed  they  would  delay  none  if  the  railroads 
would  not. 

I  was  a  member  of  a  nonessential  war  board  during  the  war,  and 
the  report  came  out  they  had  increased  the  freight  on  building 
material  to  a  prohibitive  extent,  more  than  they  did  on  other  things; 
that  they  had  done  that  to  put  a  stop  to  building;  that  we  could 
not  build  any  more.  Three  months  before  that  time  we  went  before 
them  to  get  that  rescinded — to  get  that  drag  taken  off.  That  drag 
has  never  been  taken  off.  It  does  not  make  very  much  difference  to 
the  contractors  whether  thev  take  it  off  or  not. 

In  all  the  talk  I  have  heard  about  costs  and  the  tremendous  in- 
crease in  costs  of  building  materials,  it  is  a  fact  that  building  brick, 
paving  brick  pays  a  greater  cost  per  ton-mile  now  by  20  per  cent  to 
25  per  cent  than  any  other  commodities  that  travel  over  the  railroads. 
Thev  put  that  on  to  stop  building  and  they  have  never  taken  it  off 
to  allow  building  to  proceed.  On  top  of  that  they  added  40  per  cent, 
making  an  average  of  150  to  200  per  cent  increase  on  building 
materials. 

The  Chairman.  Now,  I  want  to  say  to  you,  my  friend,  that  I 
know  the  statement  you  have  made  is  true.     ()ur  information  co- 


the  railroads  in  vour  behalf  and  that  of  others.  We  know,  too,  that 
the  slow  orders  have  come  from  the  Government  activities,  and  we 
know,  too,  that  the  word  has  been  passed  by  the  Government  itself 
not  to  work  too  hard. 

Mr.  Lodge.  I  am  very  glad  to  hear  you  say  it,  Senator.    Thank 
you. 
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Senator  Calder.  Now,  ladies  and  gentlemen,  there  may  be  some 
witnesses  from  out  of  town  who  have  been  invited  to  speak  before 
the  committee,  but  the  hour  of  6  has  arrived.  We  must  have  our 
dinner  and  prepare  to  leave  the  city  to-night,  and  it  will  be  impos- 
sible for  us  to  hear  any  further  witnesses,  which  we  regret  exceed- 
ingly. I  would  like  to  say  to  any  one  present  who  would  like  to 
state  his  views  on  conditions,  that  the  committee  will  be  very  glad 
to  have  you  send  them  to  us  in  writing,  and  they  will  be  incor- 
porated into  the  record,  and  your  opinions  on  these  matters  will 
nelp  us  in  a  practical  and  thorough  solution  of  this  problem. 

We  wish  to  extend  our  sincerest  thanks  to  the  officials  of  this  city 
and  to  the  Association  of  Commerce,  who  have  made  it  possible  for 
us  to  have  held  such  a  successful  meeting  in  this  city.  Thank  you 
all  very  much. 

g thereupon  the  committee  adjourned  to  meet  at  10  o'clock  a.  m., 
es  Moines  Iowa,  on  Friday,  November  12,  1920.) 
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FBIDAT,  NOVEMBEB  12,   1920. 

United  States  Senate, 
Select  Committee  on  Reconstruction  and  Production. 

Des  Moines^  Iowa, 

The  committee  met,  pursuant  to  adjournment,  at  10  o'clock  a.  m., 
in  the  Federal  Court  Building,  Senator  William  M.  Calder,  pre- 
siding. 

Present:  Senators  Calder  (chairman)  and  Kenyon;  also  Messrs. 
Franklin  T.  Miller  and  Eugene  Meyer,  jr.,  assistants  to  the  com- 
mittee. 

The  Chairman.  Gentlemen,  this  committee  was  appointed  by  the 
United  States  Senate  to  inquire  into  the  general  housing  conditions  of 
the  Nation,  and  also  into  matters  of  fuel,  transportation,  and  finances 
as  they  exist  and  as  they  affect  housing.  We  are  hei*e  at  the  invita- 
tion of  your  two  United  States  Senators,  the  governor  of  your  State, 
the  mayor  of  your  city,  and  your  Chamber  of  Uommerce.  This  Com- 
mittee has  visited  other  large  cities  of  the  Nation,  and  are  anxious  to 
find  out  from  contact  touch  just  what  the  housing  conditions  are 
here  and  what  suggestions,  if  any,  you  have  to  make  to  the  committee 
for  remedying  them.  The  secretary  of  the  Chamber  of  Commerce 
agreed  to  be  our  friend  and  guide,  introducing  the  witnesses,  of 
which  there  are  a  great  many,  and  the  only  suggestions  we  have  to 
make  to  those  who  are  called  upon  to  testify  is  to  expedite  the  state- 
ments as  much  as  possible  so  that  everyboay  who  cares  to  be  heard 
will  make  whatever  statements  they  wisn. 

Mr.  Faxon.  Mr.  Chairman,  the  Chamber  of  Commerce,  of  course, 
is  very  glad  to  be  of  any  service  it  may  in  connection  with  this  or  any 
other  useful  public  matter,  and  without  any  further  ceremony  we 
shall  get  on  into  the  subject. 

I  wish  to  present  first,  for  reasons  of  his  own,  due  to  his  early 
departure  from  the  city,  Mr.  B.  F.  Kauffman,  president  of  the 
Bankers  Trust  Company  of  Des  Moines,  who  has  been  in  the  insur- 
ance and  investment  business,  as  well  as  in  the  banking  business,  all 
his  life. 

STATEHEHT  OF  MB.  BENJAMIN  F.  KATJFFHAN,  PBESIBENT, 

BANEEBS  TBirST  COMFAHY. 

The  Chairman.  Your  name  is  B.  F.  Kauffman? 
•  Mr.  Kauffman.  Benjamin  Franklin  Kauffman. 
The  Chairman.  Your  business,  please  ? 
Mr.  Kauffman.  President,  Bankers  Trust  Co. 
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The  Chairman.  We  will  be  glad  to  have  any  statements  from  you 
as  to  what  you  think  of  conditions  here  in  the  city  of  Des  Moines  and 
Iowa  generally  and  any  suggestions  you  may  have  to  offer  that  may 
be  helpful  in  assisting  us  to  work  out  some  useful  legislation  to 
ameliorate  this  situation. 

Mr.  Kauffsian.  It  is  just  a  little  bit  difficult  to  start  right  off  the 
bat  with  the  right  angle  that  you  gentlemen  wish  to  inquire  into.  We 
can  state  generally,  however,  I  oelieve,  that  we  have  had  a  very 
serious  shortage  of  houses  for  the  past  four  years,  for  the  reason  that 
we  were  curtailed  in  our  building  operations  because  of  war  opera- 
tions, but  as  soon  as  the  war  was  over  there  was  quite  a  noticeable 
activity.  Now,  that  activity  has  continued  up  to  the  middle  of  the 
present  summer.  During  the  spring  the  estimates  received  for  build- 
ings were  exorbitant.  As  an  illustration,  a  plan  of  house  which  I 
built  at  one  time  extensively  in  about  1910  costing  from  $2,200  to 
$2,800,  according  to  the  varying  type,  the  bids  received  from  practi- 
cally every  company  on  substantially  the  identical  plan  during  this 
past  late  spring  ran  $4,700.  Now,  since  that  enormously  high  cost 
was  discovered  a  building  commission  was  organized  whose  duty  it 
was  to  undertake  to  devise  plans  for  the  building  of  a  number  of 
houses,  in  which  they  were  making  very  gratifying  progress,  and 
then  the  financial  condition  came  on  which  made  it  difficult  to  get 
money  for  those  operations. 

Senator  Kenyon.  What  was  this  building  commission? 

Mr.  Kauffman.  This  committee  was  appointed  by  the  chamber  of 
commerce  for  the  purpose  of  building  from  100  to  2,000  houses.  We 
had  all  the  architects  join  together  in  the  drawing  of  model 
plans  with  the  idea  of  reducing  the  cost  of  construction  as  well  as 
perfecting  a  standard  type  of  construction  in  the  matter  of  size, 
the  number  of  windows  and  openings,  and  dimensions,  and  the 
amount  of  lumber  to  be  used.  Those  plans  when  completed  worked 
out  to  quite  a  beautiful  effect  in  the  small,  inexpensive  type  house, 
without  adding  any  expense  to  the  house  ordinarily  constructed. 
But  we  had  to  abandon  that  plan  on  account  of  the  financial  diffi- 
clilty.  Now,  since  that  time  my  observation  has  been  that  there 
has  been  really  less  demand  for  nouses.  The  demand  is  not  nearly 
so  strong  and  insistent  as  it  was.  Different  clients  of  ours  reported 
that  ear^  in  July  there  was  great  activity  in  the  purchase  of  houses, 
but  since  that  time  there  has  been  verv  little.  We  estimated  in  the 
spring  that  we  were  about  3,000  houses  short  in  Des  Moines,  but 
that  estimate  is  very  considerably  reduced  now.  A  great  many  peo- 
ple— and  when  I  say  a  great  many  people  I  mean  there  are  a  number 
of  people  who  have  buut  houses  for  the  purpose  of  speculation,  who 
are  still  holding  their  houses. 

The  Chairman.  The  reason  people  have  stopped  buying  is  that  the 
builder  has  got  to  get  two  and  one-half  times  as  much  as  he  received 
for  the  same  house  in  prewar  times,  isn't  it  ?  And  people  won't  pay 
the  price? 

Mr.  Kauffman.  Yes ;  people  have  simply  had  to  forego  the  pleas- 
ure .of  owning  their  own  home. 

The  Chairman.  I  judge  you  are  familiar  with  the  subject  because 
you  have  built  a  great  many  houses  yourself  ? 

Mr.  Kauffman.  Yes,  sir ;  I  have. 
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The  Chairman.  It  has  been  your  business,  hasnt  it? 

Mr.  Kauffman.  For  five  years  from  1910  on  I  built  150  or  200 
houses. 

The  Chairman.  And  now  the  building  of  homes  has  practically 
stopped? 

Mr.  Kauffman.  Building  of  homes  has  practically  stopped;  and 
the  building  of  homes  for  the  purpose  of  resale  and  specidation  has 
entirely  stopped. 

The  Chairman.  That  was  the  principal  purpose  of  house-and-home 
building  in  the  city,  wasn't  it? 

Mr.  Kauffman.  Yes. 

The  Chairman.  Building  for  the  market? 

Mr.  Kauffman.  Yes. 

The  Chairman.  And  they  have  stopped  that  because  of  the  pres- 
ent high  prices — ^they  can  not  sell  them  at  the  present  price? 

Mr.  Kauffman.  Yes. 

The  Chairman.  That  condition  exists  all  over  the  country. 

Mr,  Kauffman.  Yes ;  I  suppose  so. 

The  Chairman.  Have  you  any  suggestions  to  offer  as  to  a  remedy? 

Mr.  Kauffman.  I  am  a  great  believer  in  the  natural  working  out 
of  the  law  of  supply  and  demand,  and  I  am  inclined  to  believe  that  if 
the  demand  for  building  material  ceased  the  cost  of  building  materials 
will  go  down,  at  which  time  there  will  be  a  resumption  of  building, 
which  in  the  course  of  time  will  possibly  again  drive  the  price  of  ma- 
terials up  again. 

The  Chairman.  Have  you  constructed  brick  houses? 

Mr.  Kauffman.  No,  sir.  There  are  practically  no  brick  houses  in 
tlie  city.    This  is  a  State  of  frame  houses. 

The  Chairman.  Have  lumber  prices  increased  or  declined  re- 
cently ? 

Mr.  Kauffman.  Declined. 

The  Chairman.  What  percentage? 

Mr.  Kauffman.  My  information  is  from  20  per  cent  to  30  per  cent. 
My  information  is  that  cement  prices  are  somewhat  higher;  that  brick 
prices  in  Des  Moines  are  approximately  the  same. 

The  Chairman.  Can  you  tell  the  committee  offhand  about  what  the 
retail  price  of  cement  is  here? 

Mr.  Kauffman.  I  don't  hold  the  fifi^ure  in  my  mind.  I  have  heard 
within  the  last  few  days,  but  I  don't  know.  The  principal  item  of 
reduction  in  the  cost  of  building:  to-day  is  the  increased  efficiency  of 
labor.  Men  are  willing  to  work  harder  and  are  doing  more  in  a  day 
than  they  have  been  doing  in  three  years;  they  have  much  more  re- 
spect for  their  job  and  are  earnestly  and  honestly  endeavoring  to  get 
value  received. 

The  Chairman.  Have  you  in  mind  what  the  wages  are  that  are 
paid  for  building  labor? 

Mr.  Kauffman.  The  scale  for  carpenters  is  80  cents,  but  they  are 
paid  from  a  dollar  to  a  dollar  and  ji  quarter. 

The  Chairman.  They  are  paid  more  than  their  scale? 

Mr.  Kauffman.  All  labor  here  is  paid  more  than  the  scale. 

The  Chairman.  What  is  the  bricklayers'  scale  ? 

Mr.  Kauffman.  You  will  ask  some  one  else  who  is  more  familiar 
with  it  than  I  am.    I  think  it  is  $155  an  hour. 

3915— 21— VOL 
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The  Chairman.  You  are  president  of  a  bank? 

Mr.  Kauftman.  Yes. 

The  Chairman.  National  or  State  bank? 

Mr.  Kauftman.  State  bank. 

The  Chairman.  Is  it  a  commercial  bank  or  savings  bank? 

Mr.  Kauffman.  It  is  a  commercial  savings  bank  and  trust  com- 
pany. 

The  Chairman.  What  is  the  amount  of  the  deposits? 

Mr.  Kauffman.  $2,500,000. 

The  Chairman.  You  have  a  savings  branch  as  well  as  a  commercial 
branch  ? 

Mr.  Kauffman.  Yes. 

The  Chairman.  What  proportion  of  that  $2,500,000  is  savings? 

Mr.  Kauffman.  About  40  per  cent. 

The  Chairman.  Do  you  loan  any  part  of  that  in  real  estate  mort- 
gages? 

Mr.  Kauffman.  Yes,  sir. 

The  Chairman.  About  how  much  do  you  loan  to-day  in  real  estate 
mortgages  ? 

Mr.  Kauffman.  We  hold  practically  no  first  mortgages  to-day. 
We  sell  them  as  fast  as  we  make  them,  but  we  are  not  making  them 
now  because  we  can  not  compete  witn  other  companies  that  take 
city  loans. 

The  Chairman.  What  sort  of  organizations  do  you  have  refer- 
ence to? 

Mr.  Kauffman;  The  insurance  companies.  The  Prudential  is 
loaning  very  heavily  on  the  prepayment  plan.  The  Metropolitan  is 
loaning  through  a  local  organization ;  the  Equitable  of  New  York 
are  loaning  a  larger  amount  than  some  on  account  of  the  insurance 
feature  of  the  prepayment  plan ;  and  there  is  a  good  deal  of  financ- 
ing of  first  and  second  mortgages,  and,  of  course,  we  don't  handle 
the  second  mortgage  at  aU,  so  that  we  are  making  very  few  loans 
because  we  are  not  competing  with  the  big  companies. 

The  Chairman.  Is  there  any  private  loaning  done  here  ? 

Mr.  Kauffman.  Yes;  it  has  increased  because  of  opportunity  to 
get  a  higher  rate  of  interest  than  they  have  been  able  to  get  beiore. 

The  Chairman.  What  is  charged  for  real  estate  mortgages  here? 

Mr.  Kauffman.  I  would  say  niat  the  general  average  would  be  7 
per  cent ;  that  includes  a  commission.  Different  companies  have  dif- 
ferent methods;  some  charging  a  6  per  cent  rate  with  a  3  to  5  per 
cent  commission,  or  a  5  per  cent  rate  with  a  3  per  cent  commission 
or  whatever  they  can  get.  Our  rate  is  6^  per  cent  with  2^  per  cent 
commission. 

The  Chairman.  Have  you  heard  of  any  rates  as  high  as  10  per 
cent? 

Mr.  Kauffman.  Not  on  first  city  mortgages ;  not  on  conserva- 
tive values  properties. 

The  Chairman.  The  commissions  run  up  to  2^  per  cent? 

Mr.  Kauffman.  Yes. 

The  Chairman.  That  is  on  first  mortgages? 

Mr.  Kauffman.  Yes. 

The  Chairman.  And  on  other  property  ? 

Mr.  Kauffman.  Anything  will  do ;  you  can  get  any  price  you  want. 

Senator  Kenyon.  Are  there  any  second  mortgages  on  homes? 
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Mr.  Kaxjffman.  Very  few. 

Senator  Kenyon.  It  is  not  a  common  practice? 

Mr.  Kautfman.  No.  The  discounts  on  second  mortgages  come 
largely  from  overspeculation  in  farm  properties,  where  people  have 
financed  themselves  by  giving  a  second  mortgage,  and  the  holders  of 
the  second  mortgages  are  disposing  of  them. 

Senator  Kenyon.  And  those  are  confined  very  largely  to  farm 
lands  ? 

Mr.  Kauftman.  Yes,  sir;  very  largely.  There  is  very  little  of 
that  on  city  property. 

Senator  Kenyon.  What  is  the  rate  on  that  kind  of  loan  ? 

Mr.  Kautfman.  Perhaps  a  fair  basis  of  that  is  an  8  per  cent  rate 
and  5  per  cent  commission. 

Senator  Kmjyon.  Mr.  Kauflman,  I  take  it  from  vour  statement 
that  the  housing  situation  is  not  as  serious  in  Des  Moines  as  it  has 
been? 

Mr.  Kautiiman.  That  is  true. 

Senator  Kenyon.  Are  you  familiar  with  the  condition  generally 
throughout  the  State? 

Mr.  Kautfman.  In  a  measure ;  not  intimately,  of  course. 

Senator  KIbnyon.  What  is  your  judgment  of  that  situation 
throughout  the  State? 

Mr.  Kauttman.  I  think  that  condition  pertains  to  such  sections  of 
Iowa  that  I  am  familiar  with. 

Senator  Kenyon.  So  that  the  situation  is  getting  better  in  Iowa? 

The  Chairman.  It  is  getting  better  despite  the  fact  that  you  haven't 
had  ve^  many  new  houses? 

Mr.  Kautfman.  Yes. 

The  Chairman.  You  attribute  that  to  the  fact  that  people  are 
doubling  up  ? 

Mr.  Kauffman.  People  aren't  so  ambitious  to  expand.  There  is 
a  condition  that  prevailed  here  in  Des  Moines  last  season  that  was 
rather  imusual.  Kegardless  of  the  shortage  of  houses  there  were  a 
few  vacant  houses  of  the  poorer  type  that  were  not  modem.  People 
who  formerly  occupied  such  houses  were  moving  into  modern  houses 
and  building  modem  houses^  while  now  they  are  satisfied  to  live  there 
until  they  get  a  price  that  is  reasonable.  The  demand  has  shut  off. 
Then  they  thougnt  that  an  old  house  wasn't  good  enough,  but  they 
are  now  being  used,  and  that  is  the  general  situation. 

Senator  Kenyon.  How  are  these  new  homes  you  speak  of  financed  T 

Mr.  Kauffman.  Very  largely  on  a  small  payment  down  and  ther 
monthly  payment  plan. 

Senator  Kenyon.  What  is  the  general  financial  situation  as  to 
money  ? 

Mr.  Kauff^can.  Money  is  very,  very  close.  Demands  are  ex* 
tremely  heavy  from  the  country  districts.  Farmers  are  making  very 
heavy  demands  and  the  banks  in  the  country  districts  in  turn  are 
making  very  heavy  demands  on  us.  Our  correspondent  banks  are- 
doubling  their  loans. 

Senator  Kenyon.  Can  you  give  us  any  idea  of  the  amount  of  money 
that  goes  out  of  Iowa  in  a  year  for  automobiles? 

Mr.  Kauffman.  I  can  not  give  you  that.  A  very  large  sum,  of 
course. 
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Senator  Kenton.  Has  that  been  a  factor  at  all,  do  you  think,  in 
the  present  situation? 

Mr.  Kauffman.  I  doubt  it.    I  doubt  if  that  has  been  a  factor. 

Senator  Kenton.  You  think  that  the  trading  in  lands,  the  move- 
ment of  lands,  has  been  a  factor? 

Mr.  Kauffman.  Very  decidedly. 

Senator  Kenton.  Yes? 

Mr.  Kauffman.  Very  decidedly. 

Senator  Kenton.  You  think  the  flotation  of  blue-sky  stocks  in  Iowa 
has  had  any  effect  upon  the  financial  situation? 

Mr.  Kauffman.  1  think  it  is.   That  is  more  sectional. 

Senator  E^inton.  Those  are  all  elements  making  up  this  situation  ? 

Mr.  Kauffman.  Decidedly  so ;  yes. 

Senator  Kenton.  What  other  elements  would  you  suggest,  Mr. 
Kauffman  ? 

Mr.  Kauffman.  There  is  always  a  natural  tightening  right  aroimd 
the  peak  of  a  price  situation.  In  other  words,  it  costs-^there  is  not 
enough  money  to  carry  the  commodities  at  the  prices  asked  for  them, 
and  1  think  that  has  had  a  very  general  effect,  but  more  directly  we  can 
trace  the  farm  speculation  to  the  fact  that  we  have  overexpanded: 

Eeople  have  speculated  in  different  enterprises  that  they  should  not 
ave  speculated  in,  and  they  have  borrowed  money  to  do  so. 

Senator  Kenton.  And  pay  day  is  coming? 

Mr.  Kauffman.  Pay  aay  is  coming;  settlement  day  is  here  and 
they  have  got  to  pay  but  can  not  pay. 

Senator  Kenton.  The  agricultural  situation  in  our  State,  which 
of  course  is  familiar  to  everybody — have  you  any  suggestions  as  to 
how  this  can  be  bridged  over ;  that  is,  as  to  the  credits  to  the  farmers  ? 

Mr.  Kauffman.  We  have  had  a  number  of  conferences  on  that 
point  among  the  different  bankers,  as  well  as  individual  conferences 
with  our  correspondents.  We  are  advising  our  correspondents  to  go 
the  limit  to  take  care  of  farmers — ^take  care  of  the  actual  necessity 
of  the  farmer.  We  advise  our  correspondents  that  if  a  farmer  has 
exceeded  his  credit  in  speculative  enterprises,  then  he  has  no  credit 
with  which  to  engage  in  business.  That  is  his  individual  fault,  his 
individual  mistake;  that  we  can  not  expect  to  finance  him,  but  the 
normal  requirements  of  the  farmer  who  is  doing  a  normal  farming 
business,  not  speculative  business  in  stocks  and  other  things,  we  think 
that  they  should  take  care  of  him.  We  have  got  to  feed ;  we  have  got 
to  feed  this  corn  crop.  We  are  advising  our  correspondents  to  urge 
that  farmers  feed  normally,  not  extravagantly,  and  if  necessary  sell 
a  certain  portion  of  their  crop  to  finance  themselves.  The  bank  that 
we  formerly  loaned  $20,000  we  will  now  loan  $60,000  to.  We  dis- 
count their  notes  to  the  Federal  Reserve  bank.  We  consider  it  the 
most  important  situation  confronting  us  to-day,  and  the  banks  are 
going  the  limit  consistent  with  sound  banking,  with  the  element  of 
safety  and  good  paper ;  we  are  going  way  beyond  anything  we  have 
ever  gone  before. 

Senator  Kenton.  Are  you  getting  help  from  the  Federal  Reserve 

bank? 

Mr.  Kauffman.  They  are  cooperating  splendidly.  They  counsel 
wisely  and  they  have  gone  the  limit,  and  will  go  further  where 
necessary. 
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Mr.  Meter.  Is  there  in  part  some  dilEculty  due  to  the  absence  of  a 
satisfactory  market,  outside^of  the  question  of  price  of  some  com- 
modity? 
Mr.  Kauttman.  In  connection  with  what  commodity,  Mr.  Meyer  I 
Mr.  Meter.  Do  you  have  wool  in  this  State? 
Senator  Kenton.  There  isn't  much  wool  grown  in  Iowa. 
Mr.  Meter.  Of  course,  there  is  a  market  for  com  and  hog  products 
at  a  price,  but  is  there  an  absence  of  market  in  some  lines  and  is  that 
troublesome  ? 

Mr.  Kauttman.  I  would  hardly  say  that  the  absence  of  market 
affects  Iowa  materially,  though  it  does  to  some  extent.  There  is  not 
a  market  for  wool,  but  otherwise  commodities  move  re^larly. 

Senator  Kenton.  Don't  you  think  that  the  distribution  oi  the  sur- 
plus has  something  to  do  with  the  situation  ? 

Mr.  Kauttman.  Yes.  In  connection  with  the  market,  the  visible 
supply  of  com  is  so  much  larger  than  it  has  been  for  some  time  that 
while  there  has  been  a  market  for  coriK  the  markets  are  all  filled  and 
people  aren't  asking  for  com,  and  1  believe  there  are  10,000,000 
Dusnels  visible  supply  now  as  against  4,000,000  a  year  ago. 

Mr.  Meter.  Is  that  due  to  the  inability  to  ship  it  out  in  cars  earlier 
in  the  year? 
Mr.  Kauttman.  I  think  so. 

Mr.  Meter.  It  is  not  his  fault  that  he  has  not  been  able  to  market 
his  crops? 

Mr.  Kauttman.  It  is  not  his  fault  entirely.  A  great  many  farmers 
have  held  $1.80  corn  for  $2  corn,  but  the  situation  regarding  cars  last 
spring  and  winter  was  very,  very  bad,  and  as  a  consequence  they 
still  have  that  com  on  hand. 

Senator  Kenton.  Some  farmers  are  met  now  with  a  double  crop  to 
dispose  of? 

Mr.  Kauttman.  Yes.  We  have  been  given  to  understand  that  there 
is  from  thirty-five  to  fifty  million  bushels  of  old  com  in  the  State 
to-day. 

Senator  Kenton.  Does  the  foreign  situation  question  cut  any  figure 
with  them  ? 

Mr.  Kauttman.  The  foreigners  don't  buy  corn  for  human  food, 
and  our  principal  crop  is  corn.  The  foreign  situation  would  affect  the 
wheat  crop  materially,  and  I  think  has  affected  it. 

Senator  Kenton.  I  know  that  the  farmers  don't  buy  much  corn, 
and  I  thought  it  might  be  well  to  send  over  some  one  to  teach  them 
the  value  of  our  corn  crop. 

Mr.  Kauttman.  I  think  the  situation  with  regard  to  wheat  is  af- 
fected. The  reports  from  Argentina  and  other  wheat-growing 
countries  has  an  affect  on  our  market. 

Senator  Kenton.  Some  system  of  establishing  credits  or  extending 
what  we  may  have  now  would  assist,  so  that  the  foreign  nation  could 
buy  would  assist  in  solving  the  wheat  problem. 

Mr.  Kauttman.  Yes,  sir.  We  can  not  expect  a  bankrupt  country 
to  buy  our  stuff,  and  they  can  not  buy  from  us  unless  we  loan  them 
money  or  credit  ? 

Mr.  Faxon.  Mr.  Chairman,  I  think  that  with  your  permission  we 
will  introduce  the  witnesses  now  somewhat  in  the  order  as  originally 
intended.    We  wished  to  accommodate  Mr.  Kauffman  because  he  had 
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to  make  a  train.  Under  the  segregated  group  of  what  we  call  pubhc 
witnesses  we  have  several  affecting  the  puolic  before  we  take  upl 
matters  of  finance,  taxation,  jobbing,  materials,  etc.,  and  at  this  time  I 
wish  to  introduce  a  note  from  the  governor  of  Iowa,  W.  L.  Harding, 
who  states  as  follows  [reading]  : 

Your  letter  of  the  8th  Instant  in  reference  to  hearing  on  housing  situation  at 
hand. 

I  will  be  in  the  South  on  a  spealiing  tour  on  public-school  matters  on  the  12th. 
However,  Capt.  Sands,  who  is  at  the  head  of  the  housing  department,  will  be 
able  to  furnish  any  information  that  I  might  furnish. 

I  therefore  wish  to  present  Capt.  Sands  at  this  time. 

STATEMENT  OF  CAPT.  EDWIN  H.  SANDS,  STATE  HOXTSINO 

COMMISSIONER,  DES  MOINES,  IOWA. 

The  Chairman.  Capt.  Sands,  you  are  the  State  housing  commis- 
sioner? 

Capt.  Sands.  Yes,  sir. 

The  Chairman.  We  would  be  glad  to  have  you  make  any  statement 
that  you  feel  disposed  to. 

Capt.  Sands.  In  order  to  clear  up  what  might  be  a  misunderstand- 
ing as  to  the  housing  commission,  I  wish  to  state  that  the  housing 
law  has  to  do  with  the  regulating  of  housing  in  its  relation  to  the 
health,  welfare,  and  safety  of  tne  com^nunity  in  general.  I  say 
that  because  there  are  many  things  in  connection  with  the  housing 
situation  to-day,  into  which  this  investigation  is  largely  being  made, 
concerning  which  we  know  very  little,  except  as  it  has  affected  other 
States.  Tne  law  is  mandatory  only  in  cities  of  15,000  and  over.  We 
have  15  such  cities.  The  smaller  cities  and  towns  are  permitted  to 
adopt  in  whole  or  in  part  (and  many  of  them  have  been  investigat- 
ing along  this  line),  the  provisions  of  this  law,  so  that  we  have  made 
at  least  a  tentative  survey  of  housing  conditions  in  many  communi- 
ties. Likewise,  the  law  is  applicatrle  to  the  coal  mining  camps  in 
the  State,  of  which  we  have  many,  so  that  we  have  at  least  some 
touch  with  the  conditions  throughout  the  State,  even  though  they 
do  not  come  directly  under  our  control.  We  have  estimated,  as  I 
think  I  wrote  in  a  letter  in  response  to  yours  to  Gov.  Harding,  a 
shortage  in  the  State  of  about  35,000  houses  or  homes.  I  stated  also 
the  fact  that  several  real-estate  men  in  different  parts  of  the  State 
have  estimated  the  shortage  as  high  as  50,000  homes. 

Senator  Kenyon.  Have  you  any  figures  as  to  the  number  of 
homes.  Captain,  in  the  State  of  Iowa? 

Capt.  Sands.  Not  as  a  State  proposition,  no ;  except  the  1910  cen- 
sus.   I  have  the  1910  figure  on  that. 

Senator  Kenyon.  Do  you  remember  what  the  figures  are  of  1910? 

Capt.  Sands.  The  number  of  dwellings  in  Iowa  in  1910  was 
498,943,  with  512,515  families,  which,  as  a  State  proposition,  gives 
an  average  of  103  families  to  every  100  homes.  That  is  1910.  That 
is  an  average,  likewise,  of  4^  persons  to  each  family.  That  is  the 
family  rate  in  the  State. 

I  also  have  the  figures  on  the  number  of  homes  in  1910  and  1900, 
and  likewise  the  number  of  families  in  all  of  our  cities  of  15,000 
and  up.    In  Des  Moines  we  have  had  what  amounted,  so  far  as  the 
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State  is  concerned,  to  a  building  boom.  The  law  requires  in  these 
cities  of  the  first  class  where  the  law  is  mandatory  that  before  a 
new  building,  or  before  any  building,  so  far  as  that  goes,  and  that 
affects  dwellings,  alterations,  or  an^hing  of  that  kind,  is  started, 
application  must  be  made,  submittting  plans  to  have  them  checked 
up  as  to  their  compliance  with  the  law,  so  that  we  have  a  record,  and 
these  records  are  on  file.  For  instance,  in  Des  Moines,  from  July 
4,  1919,  when  the  law  went  into  effect,  to  June  30,  1920,  there  were 
939  new  dwellings.  I  haven't  taken  into  account  the  alterations,  but 
there  were  929  new  buildings  up  to  June  30, 1920. 

The  Chairman.  Eepeat  that  aj^ain. 

Capt.  Sands.  From  July  4, 1919,  to  Jime  30, 1920,  that  is  the  fiscal 
year,  there  were  929  new  awellings  and  11  multiples  applied  for.  A 
multiple  is  anything  that  is  occupied  by  more  than  three  families — 
three  or  more  families.  These  multiple  awellings  are  invariably  large 
apartment  buildings  and  average  20  families,  so  that  we  accommo- 
dated through  the  year,  or,  rather,  had  new  accommodations  for 
1449  families.  I  can  give  you  figures  right  up  to  date,  so  far  as  that 
goes,  if  you  want  them,  and  so  far  as  any  part  of  our  State  or  our 
cities  is  concerned.  There  has  been  a  little  new  building  inaugurated 
since  June  30  of  this  year.  There  is  the  difference  between  929  on 
June  30  and  1,115  as  being  up  to  date.  That  is,  the  new  stuff  from 
June  30  of  this  year  up  to  now  is  the  difference  between  those  figures. 

The  Chairman.  How  many  in  Des  Moines? 

Capt.  Sands.  I  would  have  to  subtract  that.  [Witness  computes 
difference.]     One  himdred  and  forty-six. 

The  Chairman.  So  that  since  July  1  of  this  year  permits  have 
been  granted  for  146  more  homes  ? 

Capt.  Sands.  Yes.  sir. 

The  Chairman.  A  hundred  and  forty-six  new  homes? 

Capt.  Sands.  Yes,  sir.  This  is  absolutely  imusual  in  the  State. 
The  total  of  the  15  cities  is  only  1,582  new  (fwellings* 

The  Chairman.  For  the  period  between  July  1,  1919,  to  June  30, 
1920 

Capt.  Sands.  Yes,  sir. 

The  Chairman  (continuing).  How  many? 

Capt.  Sands.  One  thousand  five  hundred  and  eijghty-two.  That  is, 
in  these  cities,  you  understand.  That  has  nothing  to  do  with  the 
smaller  places. 

Senator  Kenyon.  That  includes  the  Des  Moines  figures  also? 

Capt.  Sands.  Yes,  sir. 

Senator  Kenyon.  So  that  you  have  one-tenth  of  that  here? 

Capt.  Sands.  Much  more  than  that.  Approximately  90  per  cent 
of  that  is  in  Des  Moines — in  these  15  cities,  has  been  in  Des  Moines. 

Senator  Kenyon.  \\Tien  you  say  building,  you  are  referring  to 
home  building? 

Capt.  Sands.  Yes,  sir.  I  am  referring  to  home  building.  I  have 
no  record  of  industrial  work.    We  have  to  deal  only  with  dwellings. 

The  Chairman.  Now,  the  building  in  these  other  cities  haven't  in 
any  wise  met  the  needs? 

Capt.  Sands.    No,  sir. 

The  Chairman.  What  is  the  reason  that  there  has  not  been  more 
building? 


1094  KECONSTRUCTION  AND  PRODUCTION. 

Capt.  Sands.  I  haven't  been  able  to  discover  satisfactorily  the  rea- 
son. I  met  with  the  real  estate  men  and  with  others  interested^  the 
commercial  clubs,  and  others  in  the  State  along  this  line,  and  every- 
body has  a  different  reason,  and  it  is  not  satisfactory  in  any  way  to 
myself.  We  can  understand  the  situation  outside  of  Des  Moines, 
but  I  am  not  sure  of  what  has  caused  this  or  made  this  extra  building 
in  Des  Moines. 

The  Chairman.  What  is  the  reason,  outside  of  Des  Moines,  that 
you  found  was  responsible  for  more  building? 

Capt.  Sands.  The  high  prices  have  very  largely  deterred  them 
everywhere,  and,  at  an  early  period,  inability  to  get  materials.  But 
the  nigh  prices  of  building  and  labor  has  kept  the  building  down  in 
the  State,  while  here  in  Des  Moines,  in  spite  of  the  high  prices,  they 
have  gone  ahead  and  built.  However,  1  would  like  to  have  it  clear 
that  while  we  have  built  in  the  neighborhood  of  1,000  new  homes  in 
the  year,  that  does  not  take  care  of  the  normal  demand.  This  de- 
manci  is  brought  about  by  buildings  that  bum,  buildings  that  are  of 
no  value  whatever  from  the  standpoint  of  dwellings,  buildings  that 
must  be  vacated  or  at  least  vacated  by  the  better  classes,  and  the  in- 
creases from  the  population  standpoint.  This  city  is  increasing  at 
the  rate  of  from  six  to  eight  thousand  annually. 

The  Chairman.  And  that  would  if  the  size  of  the  families  are 
carried  out,  there  is  need  for  2,000  dwellings  in  this  city  each  year  ? 

Capt.  Sands.  Yes,  sir.  And  there  is  another  addition  that  comes 
in  the  added  new  families  from  weddings.  In  addition  to  the  families 
moving  to  the  city  we  have  an  average  of  over  3,000  weddings  taking 
place  in  this  coimty  annually.  Of  course,  some  of  that  comes  in  to  us 
from  out  in  the  other  parts  of  the  State,  but  that  is  the  figure,  about 
3,000  annually  here.  That  means  there  is  a  lot  of  new  homes  and  the 
creation  of  new  family  units.  Therefore,  1,000  homes  means  there  is 
a  big  shortage  going  on  all  the  time.  I  think  we  are  fully  3,500  homes 
short  in  Des  Moines  right  now,  in  spite  of  this  building  that  we  have 
had. 

Mr.  Miller.  And  35,000  in  the  State? 

Capt.  Sands.  YeSj  sir. 

Mr.  Miller.  Do  1  understand  you  to  say  that  the  building  in  Des 
Moines  has  fallen  off  about  75  per  cent? 

Capt.  Sands.  No,  sir. 

The  Chairman.  You  said  that  1,149  dwellings  had  been  provided 
during  the  year? 

Capt.  Sands.  Yes,  sir. 

The  Chairman.  And  for  the  four  months  since  July  30  only  146 
had  been  provided? 

Capt.  Sands.  Yes,  sir. 

The  Chairman.  That  would  make  at  the  rate  of  282  for  the  year 
as  against  1,100  last  fall? 

Capt.  Sands.  The  big  increase  will  come  in  the  spring.  You  always 
get  the  finishing  up  in  the  fall.  Permits  come  in  in  large  numbers  in 
Sie  late  winter  and  early  spring  and  early  summer.  That  is  where 
you  get  your  heavy  builaing  permits,  or  where  the  new  building  goes 
ahead. 

The  Chairman.  Are  all  applications  for  new  buildings  filed  at  your 
office? 
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Capt.  Sands.  Each  city  has  its  own  unit,  and  they  have  their 
records. 

The  Chairman.  And  are  these  local  bureaus  under  your  super- 
vision? 

Capt.  Sands.  Yes,  sir. 

Mr.  MnxER.  And  they  have  fallen  off  50  per  cent  ? 

Capt.  Sands.  I  don't  believe  they  have  fallen  off — well,  there  has 
been  considerable  decrease  the  last  two  months  in  new  permits,  but 
that  would  be  normal.  Of  course,  I  doubt  not  the  financial  situation 
has  also  affected  the  local  increase  and  other  matters  along  that  line, 
but  it  is  to  be  expected  there  would  be  an  increase. 

The  Chairman.  Has  there  been  any  suggestion  made  looking  to 
the  exemption  from  taxation  of  new  homes  and  the  bonds  covering 
loans  used  for  that  purpose? 

Capt.  Sands.  There  has  been  a  lot  of  suggestions  over  the  State 
along  that  line,  especially  since  New  York  and  New  Jersey  have 
enacted  legislation  along  that  line.  However,  we  also  receive  the 
other  side;  that  it  is  not  fair;  that  it  is  not  a  matter  of  justice;  that 
taxes  should  be  exempted  on  this  new  stuff.  If  I  may  go  ahead  I  have 
embodied  some  of  that 

The  Chairman.  Go  ahead. 

Capt.  Sands.  The  shortage  in  the  State  resulting — as  I  understand 
it,  you  are  investigating  also  the  result  of  this  shortage,  and  this 
situation  has  resulted  in  a  serious  shortage  of  houses  to  rent.  First 
is  the  inability  to  obtain  houses,  and,  second,  the  desire  of  the  party 
renting  the  house  to  decrease  the  rent.  In  other  words,  to  get  into 
partnership  with  others  in  the  occupancv  of  the  house  and  in  that 
way  reduce  the  rental  from  that  charged  for  ordinary  occupancy,  and 
that  has  created  a  serious  overcrowding  throughout  the  State,  and 
that  overcrowding  is  creating  a  serious  problem.  Now,  we  find  as  a 
result  of  this  thing  that  disease  becomes  more  prevalent.  We  have  a 
serious  epidemic  of  smallpox  at  Ottumwa,  which  is  one  of  our  cities, 
and  whether  the  overcrowding  has  been  directly  instrumental  in  that 
we  do  not  know,  but  we  believe  it  is  at  least  instrumental  in  increasing 
it — the  matter  of  contact.  I  haven't  been  able  to  investigate  down  there 
at  this  time  to  find  out  what  the  situation  is,  but  from  the  standpoint 
of  disease  and  the  standpoint  of  morals,  the  lack  of  privacy,  this 
overcrowding  is  really  serious.  The  shortage  has  also  compelled  a 
lot  of  people  to  live  in  houses  that  we  call  "subnormal  houses  .  That 
is,  a  house  below  the  average  in  decency — it  doesn't  have  adequate 

{)rotection;  it  is  not  given  adequate  protection  from  the  elements, 
ikewise  is  not  as  sanitary  as  we  would  like.    This  situation  in  Des 
Moines  has  lightened  a  little  bit,  however,  recently. 

However,  until  three  months  ago  people  in  this  city  were  living  in 
any  kind  of  shack  that  they  could  possibly  find.  Many  places  we 
would  have  ordered  them  vacated  immediately — wouldn't  have  per- 
.  mitted  anybody  to  live  in  them  three  or  four  months  ago,  but  we  were 
helpless  simply  because  there  was  no  place  for  those  people  to  move 
to,  and  so  we  had  to  permit  them  to  be  occupied.  At  the  present  time 
those  places  have  volimtarily  been  vacated,  and  of  course  we  have 
taken  action  to  see  that  those  places  can  not  be  again  occupied,  but 
outside  of  Des  Moines  that  has  not  been  true — we  are  still  permitting 
people  to  live  in  places  absolutely  unfit  for  habitation,  simply  because 
there  is  no  place  at  all  to  furnish  them  any  kind  of  housing. 
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Senator  Kenyon.  Captain,  I  suppose  you  have  given  considera- 
tion—of  course  you  must  have,  to  this  trend  of  country  life  toward 
the  cities? 

Capt.  Sands.  Yes,  sir. 

Senator  Kenyon.  The  census  figures,  as  you  know,  show  that  a 
majority  of  the  people  now  live  in  the  cities. 

Capt.  Sands,   x  es,  sir. 

Senator  Kenyon.  That  primarily  makes  trouble  for  the  housing 
situation? 

Capt.  Sands.  Yes,  sir. 

Senator  Kenyon.  Do  you  know  of  any  abandoned  or  vacant  houses 
in  the  country? 

Capt.  Sands.  Yes,  sir. 

The  Chairman.  Why  is  it  that  some  of  these  city  people  who 
need  houses  so  much  won't  go  into  the  country  ?  Why  is  this  trend 
toward  the  cities? 

Capt.  Sands.  Well,  that  is  a  matter  that  I  couldn't  answer  defi- 
nitely. Of  course,  I  have  my  idea  on  that,  but  that  is  purely  a  per- 
sonal proposition,  however,  as  to  the  reasons  for  it. 

The  Chairman.  What  is  your  idea? 

Capt.  Sands.  Better  school  facilities,  more — well,  what  might 
be  considered  more  equitable  working  conditions  are  largely  the 
cause,  I  think. 

The  Chairman.  Higher  returns  for  labor? 

Capt.  Sands.  Higher  returns  for  labor,  with  better  working 
hours.  The  amusement  proposition  undoubtedly^  enters  into  it — 
the  younger  people  especially,  but  I  think  the  big  thing  is  the  de- 
sire to  be — to  have  better  school  facilities  for  the  children;  and  the 
automobile  naturally  enters  into  that.  A  lot  of  people  move  into 
adjacent  towns.  I  know  of  a  lot  of  good  farm  nouses  that  have 
been  empty  for  the  pjast  year,  and  the  people  live  in  town  and  go 
back  and  forth  in  their  automobiles. 

The  Chairman.  Have  you  studied  the  trend  of  emigration  to- 
ward the  cities? 

Capt.  Sands.  No,  sir ;  I  haven't  studied  that. 

The  Chairman.  Those  questions  all  enter  into  the  housing  prob- 
lem, do  they  not? 

Capt.  Sands.  I  have  studied  the  foreign  phase,  or  the  immigra- 
tion phase,  with  relation  to  the  industrial  centers  like  Mason  (Sty, 
Fort  Dodge,  Waterloo,  and  Des  Moines,  but  not  the  phase  that  you 
speak  of,  direct. 

The  Chairman.  There  has  been  some  suggestion  among  people 
who  have  studied  the  immigration  problem  that  they  ought  to 
remove  the  port  of  entry  from  New  York  to  Fort  Dodge,  Iowa,  or 
some  place  in  this  country,  and  bring  the  immigrant  here. 

Senator  E^enyon.  You  couldn't  get  that  away  from  Des  Moines, 
I'm  afraid. 

The  Chairman.  Bring  all  immigrants  from  New  York  straight 
out  here  and  then  distribute  them  from  Fort  Dodge. 

Senator  Kenyon.  Of  course,  this  is  a  fictitious  case  that  the  Sen- 
ator is  mentioning. 

Capt.  Sands.  It  may  be  fictitious  but  there  is  a  lot  of  good  sense 
in  it. 
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The  Chairman.  Frankly,  I  am  perhaps  stretching  it  when  I  refer 
to  Fort  Dodge,  because  that  is  my  colleague's  home,  but,  frankly, 
the  suggestion  has  been  made  that  we  ought  to  try  to  bring  our  im- 
nai^ants  inland  instead  of  dumping  them  into  our  big  eastern 
cities. 

Capt.  Sands.  Some  scheme  by  which  the  immigrant  could  be 
brought  out  to  the  farms  instead  of  allowing  him  to  simply  hunt 
the  thing  for  himself  would  be  a  wonderful  thing.  As  it  is  now, 
he  lands  in  New  York  and  he  reaches  out  into  the  industrial  centers 
but  not  out  into  this  country  where  he  is  needed. 

Senator  Kenton.  Do  you  know  the  Canadian  plan? 

Capt.  Sands.  No,  sir. 

Senator  Kenton.  The  basic  proposition  of  that  plan  is  selecting 
their  immigrants  and  sending  them  where  they  should  go? 

Capt.  Sands.  Of  course,  their  problem  is  so  much  smaller  than 
ours  that  the  thing  would  work  for  them  that  wouldn't  work 
with  us. 

Senator  Kenton.  Of  course,  after  one  of  these  immigrants  stays 
in  New  York  for  a  period  of  time  it  is  hard  to  get  him  acquainted 
with  anybody  else? 

Capt.  Sands.  He  doesn't  have  money  enough  to  get  anywhere 
else. 

The  Chairman.  Now,  Captain,  that  is  not  fair,  because  the  op- 
portunities for  making  money  are  so  great  in  New  York  that  these 
men  often  save  vast  sums  of  money — the  banks  are  filled  with  their 
money. 

Capt.  Sands.  I  have  only  a  small  acquaintance  with  New  York, 
but  1  couldn't  save  any  money  there. 

The  Chairman.  Of  all  the  postal  deposits  in  the  country,  one- 
half  of  it  is  deposited  in  New  York  City.  We  would  be  very  glad 
to  have  you  get  some  of  these  immigrants,  and  I  want  to  say  this 
of  record,  tHat  if  Senator  Kenyon  woula,  in  his  judgment,  con- 
sider it  beneficial  to  the  country  to  have  the  port  of  entry  removed 
from  New  York  to  P'ort  Dodge,  I  will  be  compelled  to  vote  for  its 
adoption. 

Captain,  you  have  told  us  of  the  conditions  of  the  housing  prob- 
lem in  this  State.  What  suggestions  have  you  got  to  make,  if  any, 
to  remedy  the  situation? 

Capt.  ISands.  I  wouldn't  presume  to  do  anything  more  than  just 
offer  what  appears  to  me  to  be  a  workable  scheme.  This  is  not 
mine;  it  is  not  original  with  me;  I  have  consulted  with  secretaries 
of  the  chambers  of  commerce  throughout  the  State,  with  real  estate 
boards,  and  different  organizations  that  are  interested,  and  this 
is  really  the  boiled-down  proposition  as  I  get  it  from  them — from 
organizations  in  this  State  and  likewise  from  different  parts  of 
the  United  States,  for  that  matter;  and  while  there  is  a  lot  of 
room  for  discussion  and  opposition  and  objection,  I  think  that  we 
should  have  a  Federal  and  State  financial  scheme  of  assistance. 
Just  what  the  particular  machineiT  would  be,  that  to  be  worked 
out;  but  the  main  object  to  make  it  possible  for  those  who  desire 
to  own  homes  to  get  money  on  long  time,  low  rate  of  interest.  I 
think  this  should  be  worked  out  by  what  you  might  call  a  local- 
option  scheme;  that  is,  the  money  to  be  handled  within  the  com- 
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munity  by  the  formation,  of  a  board,  either  by  the  oity  council 
itself  acting  as  the  board  or  by  anj^  other  organization,  these  boards 
likewise  to  be  under  the  supervision  of  State  and  Federal  heads 
for  the  matter  of  coordination.  That  is  the  main  point — to  coordi- 
nate the  scheme.  The  dominant  idea  is  to  provide  permanent  homes 
and  pay  for  them  on  terms  within  the  means  ot  the  individual. 
I  don't  approve,  personally,  of  the  exemption  from  taxation.  I 
don't  think  it  is  fair;  and  there  is  a  bit  of  sentiment,  at  least, 
against  the  exemption  of  taxes  on  new  buildings,  or  even  on  real 
estate  mortgages,  for  that  matter. 

Then,  in  connection  with  the  plan  or  the  suggestion  I  have  just 
made,  I  want  to  heartily  approve  of  the  regulating  of  housing — 
regulative  housing  as  we  have  it  here,  from  the  standpoint  of  health, 
sanitation,  and  safety.  I  think  in  the  operation  of  the  State  housing 
law  during  the  16  or  18  months  that  we  have  proved  without  any 
question  of  doubt  that  there  isn't  anything  that  is  restrictive  outside 
of  decency.  It  has  not  prevented  in  a  single  instance  the  construction 
of  a  proper  building,  although  in  the  process  of  examination  we  have 
made  a  lot  of  improvements  in  buildings  themselves. 

The  Chairman.  Your  housing  laws  have  not  added  to  the  cost  of 
construction  ? 

Capt.  Sands.  Not  a  cent,  except  when  it  comes  to  the  larger  apart- 
ments— the  tenement  buildings — and  then  very  freqently  those  apart- 
ments would  have  been  erected  without  adequate  fire  protection,  and 
our  insistence  upon  adequate  fire  protection  has  added  some  cost  to 
those  buildings,  but  that  is  all,  and  that  is  only  fair. 

The  Chairman.  That  is  all. 

Mr.  Faxon.  Due  to  a  question  of  observation  you  asked  Capt. 
Sands,  I  want  to  put  into  tne  record  a  communication  received  from 
F.  F.  Rail,  mayor  of  Cedar  Eapids  and  president  of  the  League  of 
Iowa  Municipalities,  which  I  shall  read  because  it  bears  upon  the 
point  you  bring  up.     The  letter  is  as  follows  [reading]  : 

I  am  advised  that  the  Senate  Committee  on  Reconstruction  and  Production 
is  to  have  a  meeting  in  Des  Moines  on  the  coming  Friday.  As  I  understand  it, 
one  of  the  problems  whicli  tliey  are  considering  is  the  housing  question.  There 
can  be  no  denying  the  fact  that  home  ownership  is  one  of  the  ends  to  be  accom- 
plished as  far  as  possible. 

In  order  to  encourage  the  building  of  homes  by  home  owners,  it  has  occurred 
to  me  that  without  any  injustice  to  the  municipalities  or  the  States,  an  exemp- 
tion of  taxes  for,  say,  a  period  of  five  years  upon  the  building  erected  and 
occupied  as  a  home  by  the  owner  might  be  productive  of  good  results. 

I  am  sending  this  suggestion  for  your  use  if  you  deem  best. 

Mr.  Chairman,  I  wish  to  introduce  next  Mr.  Alexander  Fitzhugh, 
president  of  the  Des  Moines  Chamber  of  Commerce,  a  manufactui:er, 
but  not  in  any  sense  engaged  in  building  operations,  but,  however, 
an  employer  of  labor  and  one  accustomed  to  dealing  with  such  con- 
ditions. 

STATEMENT  OF  MR.  ALEXANDEE  FITZHUGH,  PEESIDENT, 

CHAMBEE  OF  COMMEECE. 

The  CiiAfRMAN.  Mr.  Fitzhugh,  the  committee  would  be  very  much 
pleased  to  have  you  make  any  statement  on  this  subject  that  you  care 
to  make. 
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Mr.  FiTZHUGH.  Senator,  can  you  give  me  a  little  idea  of  the  na- 
ture of  the  information  you  want?  I  only  came  into  the  room  a 
moment  ago. 

The  Chairman.  This  committee  was  appointed  by  the  Senate  for 
the  purpose  of  inquiring  into  the  housing  conditions  of  the  Nation, 
of  which  there  has  been  much  complaint,  and  also  matters  of  thrift, 
fuels,  finance,  and  transportation  as  they  relate  to  housing;  and  if 
you  have  any  information  on  the  subject  of  the  shortage  of  housing 
or  on  transportation  or  of  fuel,  or  of  the  sale  or  the  financing  or 
housing,  or  in  fact  agriculture,  because  after  all  that  comes  very 
close  to  the  matter  of  comfort  of  householders,  and  I  think  here  in 
your  State  would  have  a  great  deal  to  do  with  the  building  and  the 
ability  of  people  to  own  their  own  homes. 

Mr.  FiTZHUGH.  I  am  not  in  a  line  of  business  even  allied  with  the 
building  trades,  so  that  my  observations  will  have  to  be  more  or  less 
general.  However,  facts  are  coming  to  me  in  connection  with  our 
civic  body  here,  the  chamber  of  commerce.  That  there  is  a  very  great 
shortage  of  houses  not  only  in  Des  Moines  but  all  over  the  State 
there  is  absolutely  no  question.  Broadly  speaking,  I  presume  we  are 
all  agreed  as  to  the  cause — first,  the  inability  to  get  material  at  all, 
and,  second,  the  slowness  of  transportation  systems  in  getting  it 
to  us  after  we  could  get  it  shipped,  and,  third,  the  inefficiency  of 
the  labor  employed  to  put  up  houses,  combined  with  the  very  high 
wages  that  they  demanded  for  inefiicient  work,  and  in  the  last  six 
months  the  extreme  difficulty  of  obtaining  the  necessary  funds  for 
financing  any  building  operations  of  any  kind. 

Those,  broadly  speaking,  in  my  observation  are  the  causes  of  our 
shortage  of  houses;  all  resulting,  of  course,  from  the  tremendous 
amount  of  building  that  we  fell  behind  during  the  two  and  a  half 
years  that  we  were  actively  engaged  in  the  World  War.  Supple- 
menting what  the  last  witness  said,  there  is  no  doubt  that  our  rural 
Population  is  flocking  into  the  cities,  and  that  there  are  a  lot  of  good 
arm  houses  vacant  at  this  time  in  Iowa.  In  a  drive  to  Winterset, 
a  neighboring  county-seat  town  38  miles  distant,  I  counted  four 
fairly  good  farm  houses  vacant,  and  they  were  all  houses  that  could 
be  considered  as  fairly  worthy  of  occupancy.  Along  that  same 
line  I  want  to  add  to  what  the  last  witness  said  this  feet,  that  the 
main  thing  that  is  drawing  our  rural  inhabitants  to  the  cities  is  not 
the  educational  advantages  for  the  children,  but  simply  a  desire  for 
more  leisure  and  pleasant  life  for  the  worker,  as  compared  with  the 
the  comparative  monotony  of  country  existence.  That  is  derived  from 
statements  of  my  own  employees.  Is  that  the  general  nature  of  the 
Senator's  inquiries  for  information? 

The  Chairman.  Yes.  You  have  had  some  transportation  difficul- 
ties in  this  part  of  the  State  during  the  past  year,  have  you  not? 

Mr.  FiTZHUGH.  Yes ;  more  or  less,  as  all  of  us  had.  I  wouldn't  call 
them  difficulties,  but  simply  unable  to  get  materials  when  needed 
on  account  of  the  tremendous  shortage  of  freight  cars,  of  which  we 
have  all  heard. 

The  Chairman.  Are  the  transportation  conditions  improving? 

Mr.  FiTZHUGH.  Yes,  sir ;  very  decidedly  improving. 

The  Chairman.  What  is  the  condition  of  business  in  this  part  of 
the  country,  Mr.  Fitzhugh? 
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Mr.  FiTZHUGH.  In  the  last  30  days,  according  to  my  observation. 
Senator,  business  has  been  decidedly  depressed  in  all  lines,  both 
wholesale  and  retail.  I  don't  mean  there  is  anything  approaching  a 
panic,  but  there  is  a  very  decided  slowing  up  olP  business  in  all  lines. 

The  Chairman.  Lack  of  money  to  finance  business? 

Mr.  FiTEHUGH.  Lack  of  money  to  finance  business  apparently  being 
the  greatest  difficulty. 

The  Chairman.  And  lack  of  confidence  in  the  future  ? 

Mr.  FiTZHUGH,  No;  you  hear  verv  little  of  that.  The  feeling  of 
the  future,  so  far  as  I  have  noted,  is  that  8  out  of  10  merchants  expre^ 
confidence  in  it,  but  slowness  of  business,  combined  with  inability 
to  obtain  money,  seem  to  be  the  two  basic  causes  of  the  present  ex- 
tremely  slow  business  conditions. 

The  Chairman.  The  liquidation  of  stocks  ? 

Mr.  FiTZHUGH.  Here  in  Iowa  the  extremely  low  prices  of  our  farm 
crops  which  we  have  raised  and  which  the  farmers  claim  would  have 
to  be  marketed  at  less  than  the  original  cost  of  production. 

The  Chairman.  I  think  that  is  all,  Mr.  Fitzhugh.  Thank  you  very 
much  for  coming  up  here. 

Mr.  Faxon.  Mr.  Chairman,  I  am  going  to  present  next  Mr.  John 
H.  Blair,  vice  president  of  the  Iowa  National  Bank,  the  largest  finan- 
cial institution  in  the  State.  I  don't  say  this  necessarily  to  compli- 
ment Mr.  Blair  or  his  institution,  but  merely  as  having  a  bearing  on 
what  he  may  say  with  relation  to  the  matters  affecting  finances,  etc 

STATEMENT  OF  ME.  JOHN  H.  BLAIE,  VICE  PEESIDENT,  IOWA 

NATIONAL  BANK. 

The  Chairman.  Our  friend  and  guide  here  informs  me  that  you 
are  a  banker? 

Mr.  Blair.  Yes,  sir. 

The  Chairman.  And  that  yours  is  the  largest  bank  in  the  State 
and  therefore  you  ought  to  be  able  to  advise  the  committee,  it  seems 
to  me,  as  to  just  what  conditions  are  here  generally,  and  housing 
conditions  generally,  and  what,  if  anything,  we  can  do  as  a  com- 
mittee to  recommend  to  Congress  legislation  that  might  be  helpful. 
Do  you  wish  to  make  a  statement  setting  forth  conditions,  or  do  you 
wish  us  to  9Lsk  some  questions  ? 

Mr.  Blair.  I  would  be  glad  to  have  you  direct  the  information. 

The  Chairman.  What  conditions  can  you  relate  to  the  committee 
in  relation  to  the  housing  situation  in  the  State? 

Mr.  Blair.  There  is  a  great  shortage  of  housing  there,  undoubt- 
edly. I  think  the  condition  here  is  practically  the  same  as  it  is  over 
the  country,  but  perhaps  not  quite  as  aggraAted  as  in  some  of  the 
districts  where  they  have  more  manufacturing  properties.  More  use 
for  the  laborers'  houses.  We  are  not  a  manufacturing  district,  and 
yet  there  is  that  shortage  of  housing  here  that  is  due  to  the  war  con- 
ditions, arising  out  of  the  fact  that  we  have  not  made  many  improve- 
ments during  the  last  3  or  4  years  due  to  the  difiiculties  that  ob- 
tained everywhere. 

The  Chairman.  Of  course,  during  the  war  the  building  of  houses 
was  stopped  by  order  of  the  Government. 

Mr.  Blair.  Yes,  sir. 
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The  Chairman.  And  after  the  war  was  over  we  had  that  great 
spurt  in  the  building  of  houses. 

Mr.  Blair.  Yes,  sir. 

The  Chairman.  And  then  by  reason  of  the  shortage  of  transpor- 
tation, the  high  prices  of  fuel,  and  the  inadequate  transportation  and 
the  fact  that  money  was  attracted  away  from  financing  and  building. 

Mr.  Blair.  Yes,  sir. 

The  Chairman.  That  all  tended  to  check  it? 

Mr.  Blair.  Yes,  sir;  that  is  true  in  this  community;  yes,  sir. 

The  Chairman.  Of  course,  being  a  banker  you  deal  largely  in 
financing  business? 

Mr.  Blair.  Yes,  sir. 

The  Chairman.  What  are  the  deposits  in  your  bank? 

Mr.  Blair.  We  have  two  banks  that  are  practically  owned  as  one, 
by  the  same  stockholders.  We  have  about  $20,000,000  at  this  time, 
which  is  a  low  point  of  the  two  banks.  They  should  normally  be 
$25^000,000. 

The  Chairman.  One  is  a  national  and  the  other  a  State  bank? 

Mr.  Blair.  One  is  a  national  and  the  other  is  a  State  bank. 

The  Chairman.  Have  you  any  mutual  savings  banks  here  as  we 
have  in  the  East? 

Mr.  Blair.  No,  sir;  we  haven't  any. 

The  Chairman.  One  of  those  is  a  savings  bank  with  $5,000,000  of 
deposits  ? 

Mr.  Blair.  Yes,  sir. 

The  Chairman.  What  interest  do  you  pay? 

Mr.  Blair.  Four  per  cent  annually. 

The  Chairman.  Do  you  carry  any  line  of  permanent  loans  on  real 
estate  mortgages? 

Mr.  Blair.  Well,  we  handle  a  great  many  real  estate  mortgages 
at  different  times,  both  in  farms  and  on  town  properties,  but  we  do 
not  make  a  business  of  carrying  them  as  permanent  investment  in  a 
very  large  way.  We  usually  buy  them  and  sell  them  to  our  custom- 
ers. The  farm  mortgages  are  tafcen  as  accommodation  to  the  country 
banks  and  sold  to  investors. 

The  Chairman.  Do  you  have  any  financial  institutions  in  this 
State  except  the  savings  and  loan  associations  that  deal  almost  ex- 
clusive! v  in  building  mortgages? 

Mr.  Blair.  We  don't  have  any  of  any  great  importance  in  this 
State  that  handles  town  building  mortgages. 

Senator  Kenyon.  The  building  and  loan  association  has  evidently 
gone  out  of  existence? 

Mr.  Blair.  We  have  a  few  building  and  loan  associations,  but  th^ 
are  not  very  prosperous ;  they  are  all  run  in  a  very  small  way.  We 
have  a  law  that  restricts  the  expenses  of  building  and  loan  associa- 
tions very  rigidly,  and  since  that  law  was  passed  the  building  and 
loan  associations  have  not  prospered. 

Senator  Kenton.  In  New  York  State  they  have  the  mutual  sav- 
ings bank. 

Mr.  Blair.  Yes,  sir ;  we  do  not  have  them. 

Senator  Kenton.  And  they  are  devoted  very  largely  to  creating 
investments  in  long-time  securities.  Our  savings  banks  in  the  main 
loan  their  money  on  real  estate  mortgages.    The  law  permits  them 
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to  loan  55  per  cent,  but  I  find  that  they  loan  only  about  46  per  cent. 
You  have  no  such  thing  here? 

Mr.  Blair.  We  have  some  mortgage  loan  companies  that  carry 
town  property  mortgages.  We  have  a  great  many  concerns  here 
that  carry  farm  mortgages.  The  principal  line  of  those  is  taken  by 
insurance  companies.  We  have  rather  a  large  number  of  insurance 
companies  that  invest  most  of  their  funds  in  farm  mortgages,  which 
makes  an  excellent  mortgage  for  these  companies,  but  town  property 
hasn't  such  output. 

Senator  Kenyon.  You  dispose  of  your  mortgages  to  the  private 
investor? 
Mr.  Blair.  Yes,  sir;  usually. 

Senator  Kenyon.  There  has  been  a  fair  market  for  those  securities 
in  the  past,  hasn't  there? 
Mr.  Blair.  Fair;  yes. 

Senator  Kenyon.  But  to-day  there  is  no  market  ? 
Mr.  Blair.  To-day  there  is  no  market. 
Senator  Kenyon.  What  is  the  reason? 

Mr.  Blair.  Nobody  has  any  money  to-day.  Credit  seems  to  be 
exhausted. 

Senator  Kenyon.  Has  it  occurred  to  you  that  perhaps  excess- 
profits  taxes  and  the  high  rates  of  income  taxes  discourage  some  of 
those  lines? 

Mr.  Blair.  Yes,  sir. 

Senator  Kenyon.  On  the  ground  that  there  is  a  better  field, 
Mr.  Blair.  Yes,  sir;  a  great  many  of  our  investors  are  buying 
tax-free  securities. 

Senator  Kenyon.  Have  you  any  suggestion  to  make  to  the  com- 
mittee that  would  be  helpful  to  in  a  way  to  get  better  financing  for 
building? 

Mr.  Blair.  Well,  I  don't  believe  I  have.  I  haven't  given  this 
matter  very  careful  thought  from  the  standpoint  of  what  Congress 
ought  to  do. 

Senator  Kenyon.  We  have  had  some  suggestions  that  we  could 
very  properly  recommend  to  Congress  the  organization  of  a  home 
loan  bank  system,  somewhat  along  the  line  of  your  farm  loan  bank- 
ing system. 

Mr.  Blair.  That  might  be  of  some  benefit,  but  it  seems  to  me  a 
law  of  that  kind  would  have  to  be  very  carefully  guarded,  for  the 
reason  that  in  this  community  the  people  that  would  need  assistance 
of  that  kind  are  the  people  who  would  build  the  cheaper  homes,  who 
are,  of  course,  the  poorer  class  of  securities,  and  unless  the  loans  of 
that  kind  are  very  carefully  guarded  the  security  is  not  very  good. 

Senator  Kenyon.  Of  course  I  don't  know  what  your  experience 
has  been  out  here,  but  my  experience  has  beien  that  loans  made  on  the 
small  home  have  quite  generally  been  paid.  Individually^  I  have 
built  some  4,500  or  5,000  nouses  myself  in  the  city  of  New  York,  and 
I  find  that  the  man  who  has  a  little  home  makes  a  terrible  struggle 
to  keep  it,  and  keeps  it.  Those  loans  are,  in  my  opinion,  safer  in  the 
main  than  a  loan  on  business  property,  or  at  least,  at  any  rate,  a 
tenement  property.  There  is  not  a  home-owner's  interest  in  the 
tenement  property  that  exists  in  the  smaller  home. 

Mr.  Blair.  I  doubt  if  that  is  true  here.  It  might  .be  true  when 
you  come  to  conservatively  made  loans  that  would  run  or  cost  above 
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$5,000  or  $6,000,  but  the  class  that  the  laboring  man  might  buy,  I 
rather  doubt  that  they  afford  better  security  than  the  other  proper- 
ties. 

Senator  Rbnton.  Are  you  of  the  opinion  that  it  is  going  to  in 
time  work  itself  out? 

Mr.  Blair.  Yes,  I  think  it  is ;  and  yet  the  matter  of  inducing  peo- 
ple to  own  their  own  homes  is  something  that  ought  to  have  en- 
couragement. It  seeems  to  me  in  this  community  that  things  are 
about  as  critical  as  they  are  likely  to  be.  I  think  that  things  are 
likely  to  take  a  turn  for  the  better  now. 

Senator  Kenyon.  You  know,  some  of  us  are  thinking  of  condi- 
tions in  Europe,  that  conservative  business  men  in  Europe  said  of 
France  and  England,  that  this  would  work  itself  out.  There,  of 
course,  the  housmg  situation  became  so  bad,  and  the  popular  demand 
for  homes  became  so  great,  that  they  overwhelmed  the  conservatives, 
and  now  England  and  France  are  engaged  in  building  homes  as  a 
Government  proposition.  Personally,  I  don't  want  to  see  those 
thin^  obtain  here.  I  want  to  stimulate  things  by  the  home-loan 
bankmg  system,  by  having  the  homes  exempt  from  taxation  for  a 
limited  period,  for  three,  or  four,  or  five,  or  six  years.  Those  who 
built  houses  during  the  high-price  period  would  be  required  to  pay 
taxes  on  the  improvement  for  five  or  six  years,  possibly,  but  tnat 
couldn't  be  avoided. 

If  Congress  passed  a  law  exempting  the  loan  mortgages  from 
taxation,  provided  the  earnings  thereon  were  reinvested  in  the  build- 
ing of  homes,  I  believe  it  would  help  matters,  instead  of  having  the 
Government  go  in  and  build  them  itself,  which  is  being  done  in 
England  and  France  on  a  very  large  scale,  and  I  think  it  is  in  the 
end  very  destructive  of  good  business.  If  there  is  a  real  emergency 
in  the  country,  then  some  stimulation  should  be  given  by  the  Gov- 
ernment. If  there  is  not  a  real  emergency,  perhaps  we  can  hold 
the  situation  until  times  are  better.  We  have  found  in  our  investi- 
gation in  many  cities  that  prices  of  building  materials  in  some  lines 
are  high,  but  when  one  remembers  the  tremendous  increase  in  the 
cost  of  transportation  and  other  lines,  while  prices  are  high,  they 
are  not  unduly  high.  Labor  is  not  going  to  stand  for  a  reduction 
in  pay  unless  living  costs  go  down,  so  that  I  can  not  see  ahead  of  me 
very  much  evidence  of  a  radical  reduction  in  cost. 

Mr.  Blair.  I  would  agree  with  your  thought  that  the  individual 
ought  to  be  stimulated  in  building  his  own  home  instead  of  having 
the  Government  build  it  for  him. 

Senator  Kenyon.  Yes. 

Mr.  Blair.  Now,  in  this  community  I  would  not  have  any  doubt 
of  that  situation  working  out.  At  the  present  time  conditions  are 
unfavorable  for  the  building  of  anything,  because  of  money  con- 
ditions. I  think  probably  ^e  money  conditions  are  closer  in  the 
State  of  Iowa  than  they  are  in  most  of  the  surrounding  States, 
especially  the  State  to  the  east  of  us. 

That  IS  due  largely  to  the  fact  that  this  is  just  the  period  of  the 
year  when  we  have  very  great  demand  for  money  that  comes  from 
the  country,  lar^ly  from  cattle  feeders  who  borrow  up  to  the  first 
of  the  year,  and  it  is  a  continuous  demand,  but  we  have  pretty  good 
resources  out  in  this  country.    When  things  begin  to  turn,  they 
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ought  to  come  fairly  rapidly,  and  there  ought  to  be  some  money 
locally  here  for  building  purposes,  which  I  think  would  go  a  long 
ways  to  helping  out  the  situation. 

Senator  Kenton.  I  would  like  to  ask  you  concerning  this  tax 
proposition  that  Senator  Calder  propounds.  If  you  had  a  State  sys- 
tem of  tax  exemption  on  homes  and  mortgages,  something  that  went 
into  the  homes,  wouldn't  it  stimulate  or  fe  another  factor  in  stimu- 
lating the  trend  toward  the  city  from  the  country,  and  isn't  that  one 
of  the  difficulties  now  of  this  whole  situation?  1  am  not  asking  it 
in  a  critical  or  controversial  spirit,  but  isn't  that  the  fact? 

Mr.  Blair.  I  havent  analyzed  those  things  closely,  and  havent 
given  it  serious  thought.  That  might  be  true.  There  is  a  drift  to- 
ward the  city  that  is  rather  alarming,  and  the  scarcity  of  labor  upon 
the  farm  reflects  that  condition. 

Senator  Kenton.  What  are  the  causes  entering  into  the  money 
situation  as  you  have  explained  it  to  us  here?  What  are  the  factors 
that  brought  this  about? 

Mr.  Blair.  What  are  the  factors  in  the  local  situation  here  ? 

Senator  Kenton.  Yes;  in  Iowa. 

Mr.  Blair.  In  the  first  place,  as  I  have  said,  this  is  the  period  of 
the  year  when  we  have  our  greatest  demand  for  money.    It  starts 

Eerhaps  the  first  of  September  and  runs  until  the  middle  of  Decem- 
er  in  a  normal  year;  so  that  that  is  normally  our  borrowing  period, 
when  we  have  to  call  upon  the  East  for  money  in  rather  a  large 
way.  Now,  this  year  I  tnink  we  have  had  some  conditions  in  Iowa, 
maybe  not  different,  but  in  a  greater  degree  than  some  of  our  sur- 
rounding States.  One  of  them  is  a  very  great  advance  in  prices  of  our 
farm  land  here,  which  resulted  in  a  heavy  movement.  Some  have 
estimated  as  much  as  10  per  cent  of  our  farms  moved  last  year  at  a 
very  high  figure.  Now,  those  were  financed  in  some  degree  by  the 
country  banks,  and  operations  in  some  degree  bjr  backers.  I  wouldn't 
say  country  banks,  but  bankers,  and  it  took  quite  a  good  deal  of  re- 
sources. That  was  aggravated  to  considerable  extentby  the  fact  that 
J  TOUT  Federal  farm  loan  act  was  not  operative;  they  couldn't  get 
oans  to  finance  these  farms. 

Senator  Kenton.  Not  operative  because  of  the  case  in  the  Supreme 
Court? 

Mr.  Blair,  Yes;  because  of  litigation,  and  other  loan  companies 
doing  a  very  much  smaller  business  than  normally,  so  that  much  more 
of  the  movement  of  lands  was  financed  through  the  banks  than  they 
would  be  normally,  tying  up  money  that  would  otherwise  be  available 
for  cattle  or  other  commercial  purposes.  Then  we  had,  possibly,  a 
little  larger  wave  of  stock  selling — or  promotion  stocks.  Our  farmers 
were  pretty  prosperous  for  the  last  few  years,  and  quite  a  good  deal 
of  their  money  was  taken  away  from  them  by  stock-selling  schemes, 
as  you  probably  know,  and  while 

Senator  Kenton.  Commonly  known  as  blue  sky? 

Mr.  Blair.  Yes,  sir. 

Senator  Kenton.  Do  you  have  any  idea  how  much  of  that  was 
floated  in  Iowa? 

Mr.  Blair.  It  would  be  only  a  guess,  but  there  has  been  a  great 
deal  of  it. 

The  Chairman.  Would  you  guess? 
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Mr.  Blair.  In  the  last  five  years,  would  you  say? 

The  Chairman.  Yes. 

Mr.  BiiAiR.  I  would  say  three  or  four  hundred  million  dollars. 

The  Chairman.  In  Iowa? 

Mr.  Blair.  Yes;  maybe  that  is  high;  perhaps  200,000,000. 

The  Chairman.  How  much  of  that  proved  to  be  of  little  or  no 
value  ? 

Mr.  Blair.  Well,  I  would  hesitate  about  guessing  on  that,  too- 
but  there  is  a  very  large  part  of  it  that  has  a  big  dirinkage  in 
value.    It  has  some  value,  but  there  is  a  big  shrinkage  of  value. 

Senator  Kenton.  We  had  testimony  before  a  committee  by  cer- 
tain witnesses  that  it  was  about  200,000,000,  but  bankers  thought 
that  was  a  trifle  high  as  the  shrinkage. 

Mr.  Blair.  Two  hundred  million  of  shrinkage,  do  you  mean? 

Senator  Kenton.  Yes. 

Mr.  Blair.  I  couldn't — I  haven't  any  basis  upon  which  to  make 
an  estimate  of  that. 

Senator  Ejbnton.  It  is  difficult  to  figure  the  shrinkage? 

Mr.  Blair.  Yes ;  it  is  difficult  to  figure  the  shrinkage  for  the  rea- 
son that  a  great  many  of  these  concerns  that  were  sold  were  largely 
what  you  would  call  money  corporations  that  deal  in  money  oper- 
ations instead  of  industries.  Mortgage  companies,  the  insurance 
companies,  or  investment  companies  were  sold  without  a  real  ne- 
cessity in  the  community  for  concerns  of  that  kind,  and  after  they 
were  organized  they  were  without  competent  managers  or  without 
business,  so  that  the  assets  that  were  not  taken  for  promotion  on 
the  start,  which  perhaps  would  average  25  per  cent,  were  not  of  par 
value  after  they  were  collected. 

Senator  Kenton.  In  the  matter  of  shrinkage,  you  would  esti- 
mate 200,000,000  as  too  high? 

Mr.  Blair.  I  think  that  would  be  too  high  for  the  shrinkage. 

Senator  Kenton.  Would  it  run  around  100.000,000?  Maybe  that 
is  an  unfair  question.    Don't  answer  it  if  it  will  embarrass  you. 

Mr.  Blair.  It  is  pretty  hard  to  do  that. 

Senator  Kenton.  But  it  has  been  a  factor  in  the  situation  ? 

Mr.  Blair.  It  has  been  a  serious  factor. 

Senator  Kenton.  Is  the  purchase  of  automobiles  any  factor,  do 
you  think? 

Mr.  Blair.  I  think  it  is. 

Senator  Kenton.  Can  you  give  us  any  idea  how  much  money  goes 
out  of  Iowa  in  a  year — the  last  year  for  tne  purchase  of  automobiles  or 
Ford  cars  ? 

The  Chairman.  Ford  cars  are  automobiles,  I  believe. 

Mr.  Blair.  I  haven't  made  any  estimate  of  that.  We  have  cars 
here  that  average  one  to  every  five  persons  in  the  State,  and  I  sup- 
pose they  would  have  an  average  cost  of  from  $800  to  $1,000.  A 
good  many  of  those  are  necessary  and  a  good  many  of  them  are  not. 

The  Chairman.  Of  course,  the  automooile  has  come  to  be  a  neces- 
sity, especially  for  the  farmers. 

Mr.  Blair.  Yes,  sir.  It  is  both  a  necessity  and  a  luxury  in  a  very 
large  measure  with  both  of  them,  but  all  of  these  are  factors  which 
have  helped  to  bring  about  this  situation. 

The  Chairman.  Are  you  familiar  with  the  operation  of  the  War 
Finance  Board,  or  were  you  when  they  were  operating? 
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Mr.  Blair.  Not  very  much,  but  I  was  in  a  very  general  way. 

The  Chairman.  You  are  not  prepared  to  say  whether  that  was  a 
helpful  factor  in  the  general  situation? 

Mr.  Blair.  No  ;  I  don't  think  I  am  prepared  to  say. 

The  Chairman.  Do  you  think  if  there  was  some  system  by  which 
the  Government,  through  a  revolving  fund,  could  help  foreign  na- 
tions by  establishing  credits  it  would  be  helpful  to  the  general  sit- 
uation ? 

Mr.  Blair.  Yes ;  it  seems  to  me  that  it  would  be. 

The  Chairman.  Each  one  of  those  things  is  merely  a  part  of  the 
general  problem  that  confronts  us? 

Mr.  Blair.  Yes.  If  a  plan  could  be  worked  out  by  which  the  for- 
eign indebtedness  might  be  financed  in  some  way  so  that  it  would 
relieve  our  Government  bonds,  as  has  been  suggested  by  some  finan- 
ciers, that  would,  I  think,  prove  to  be  a  help.  One  of  the  factors 
that  enters  into  our  local  situation  is  the  heavy  investment  made  in 
Liberty  and  Victory  bonds.  Most  of  our  banks  are  pretty  heavily 
loaded  up  with  Liberty  and  Victory  bonds,  and  it  has  curtailed  their 
credit,  and  they  are  borrowers  for  the  purpose  of  carrying  those  bonds, 
and  that  necessarily  limits  the  other  borrower.  They  don-t  like  to 
sell  them  at  the  present  discount. 

Mr.  Meyer.  Would  you  say  that  Iowa  had  been  practicing  thrift 
in  the  last  couple  of  years  on  any  large  scale,  generally  speaking,  or 
the  opposite — not  critically  but  scientifically— I  am  speaking  of. 

Mr.  JSlair.  Well,  that  is  rather  a  hard  question.  We  have  had. 
undoubtedly,  a  very  great  amount  of  extravagance  in  the  State  oi 
Iowa,  and  we  have  had  a  great  many  people  who  have  been  misled 
in  an  eifort  to  practice  thrift  in  these  investments  that  they  have 
made. 

Mr.  Meyer.  You  have  seen  some  reference  to  the  proposition  of  the 
postal  savings  system  being  developed  and  expanded  and  revised  by 
paying  a  little  higher  rate  than  2  per  cent  and  making  the  regulations 
a  little  more  practical  than  they  are  with  the  view  to  promoting  thrift 
among  people  who  would  not  be  so  easily  misled  into  the  kind  of  thing 
vou  refer  to,  with  the  idea  that  they  were  making  a  safe  investment, 
llave  you  given  any  consideration  to  that  ? 

Mr.  Blair.  I  have  seen  some  reference  to  it.  I  doubt  whether  that 
would  accomplish  the  purpose. 

Mr.  Meyer.  If  accompanied  by  educational  campaign  from  Gov- 
ernment sources,  you  don't  believe  it  would  be  helpful  ? 

Mr.  Blair.  That  might  appeal  to  the  small  investor,  the  same  in- 
vestor that  now  patronizes  our  savings  banks,  but  I  don't  believe  it 
would  reach  the  people  in  a  very  large  way. 

Mr.  Meyer.  Don't  you  think  there  are  many  of  these  buyers  of  fake 
securities  which  have  been  floated  all  over  the  country  that  might 
have  had  their  money  in  Government  savings  depositories  where  it 
would  have  been  less  easUy  reached  by  the  security  salesmen,  so-called, 
of  the  wrong  kind  of  security — insecurity ;  don't  you  think  that  might 
have  saved  a  good  many  men  their  money  ? 

Mr.  Blair.  I  don't  believe  it  would.  You  would  be  surprised  to 
know  the  class  of  people  that  have  invested  in  these  fake  securities ; 
some  of  the  most  responsible  people  that  they  interested  have  been 
misled  by  investment  of  that  kind. 


RECONSTRUCTION   AND  PRODUCTION.  1107 

Mr.  Meyer.  Do  you  think  the  bulk  of  the  investments  in  this  kind 
of  securities  came  from  those  people  ?  ♦ 

Mr.  Blair.  No,  sir. 

Mr.  Meyer.  The  school  teachers  and  country  parsons,  didn't  they 
get  their  money  ? 

Mr.  Blair,  l  our  postal  savings  might  get  some  of  the  school 
teachers'  money,  but  I  think  the  bulk  of  the  olue-sky  securities  have 
been  sold  to  responsible  farmers  and  responsible  business  men. 

Mr.  Meyer.  1  just  wanted  to  ask  one  more  question,  Mr.  Chair- 
man. I  had  to  clo  with  the  War  Finance  Corporation  in  Washing- 
ton which  had  authority  to  help  the  export  trade  to  the  extent  of 
$1,000,000,000,  loaning  only  to  American  oankers  and  exporters,  and 
the  corporation  loaned  about  $12,000,000  a  week.  The  Government 
corporation  had  the  obligation  of  financing  the  bankers  and  they 
in  turn  financed  exporters  who  sold  wheat  to  Belgium,  and  in  an- 
other case  condensed  milk  was  financed  by  bankers  from  all  over 
the  country.  Cotton  was  financed  and  sent  to  Czechoslovakia,  cotton 
which  had  been  in  warehouses,  and  borrowed  on  by  banks  through 
the  Federal  reserve  bank,  was  sent  to  an  open  European  market  by 
means  of  this  assistance.  The  purpose  is  to  make  these  loans  only  to 
American  bankers,  and  I  would  like  to  Imow  whether  you  believe 
that  proposition  is  advisable  or  not,  in  our  opinion  ? 

Mr.  Blair.  I  think  it  is ;  yes,  sir. 

Mr.  Meyer.  Do  you  think  it  could  be  done  more  helpfully  at  this 
time  than  to  increase  the  movement  of  American  products  and  goods 
to  consumers'  markets? 

Mr.  Blair.  That  would  be  a  very  great  help. 

Mr.  Meyer.  You  think  it  more  or  less  important  than  financing  it 
in  warehouses  in  this  country  ? 

Mr.  Blair.  I  think  it  more  important  at  this  time. 

Senator  Kenyon.  Just  to  go  into  the  record,  the  legal  rate  of  inter- 
est in  Iowa  is  8  per  cent? 

Mr.  Blair.  Tnat  is  what  we  call  the  limit ;  the  legal  rate  is  6  per 
cent. 

Senator  Kenyon.  What  do  you  call  the  current  rate  of  interest — 
what  you  could  borrow  money  currently  for? 

Mr.  Blair.  We  borrow  most  of  our  money  at  the  Federal  reserve 
bank,  and  that  costs  us  7  per  cent. 

Senator  Kenyon.  I  mean  from  the  people? 

Mr.  Blair.  You  can  not  borrow  it  at  au,  now.  You  can  not  bor- 
row money  under  certain  conditions. 

The  Chairman.  What  do  you  charge  your  customers  ordinarily  in 
your  institution  ? 

Mr.  Blair.  It  runs  from  7^  to  8  per  cent ;  in  some  cases  7. 

The  Chairman.  Is  a  man  required  to  pay  excessive  rates  in  the  way 
of  commissions? 

Mr.  Blair.  Not  from  our  institution.  No  banks,  so  far  as  I  know, 
charge  commissions  on  loans  in  excess  of  the  legal  rate. 

The  Chairman.  Thank  you,  Mr.  Blair. 

Mr.  Faxon.  I  want  to  present  next  Mr.  Henry  C.  Wallace,  the  editor 
of  Wallace's  Farmer,  wno  is  a  close  observer  and  a  student  of  eco- 
nomics, and  entirely  familiar  with  agricultural  conditions  in  the 
State  in  general. 
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The  CHApaiAN.  Mr.  Wallace,  while  it  is  true  that  this  committee 
was  authorized  to  inquire  into  housing  primarily,  before  we  be^an 
our  work  we  determined  that  we  would  look  into  matters  of  produc- 
tion generally,  which  includes  matters  of  agriculture,  and  which  I 
know  you  have  a  great  deal  of  knowledge  of.  I  will  he  glad  to  hare 
you  give  us  information  on  the  subject  of  agriculture,  production, 
sales,  etc.,  making  your*  statement  apply  to  general  conditions  affect- 
ing this  business  in  this  part  of  the  country. 

STATEMENT  OP  ME.  HENBT  C.  WALLACE,  EDITOE,  WALLACE'S 

xAEMEE. 

Mr.  Wallace.  Before  I  mention  that  I  want  to  say  that  I  was  inter- 
ested in  your  questions  about  thrift  and  housing,  and  while  ours  is 
a  very  small  concern,  a  plan  we  adopted  some  years  ago  could  be 
adopted  by  a  great  many  larger  concerns  to  some  advantage.  For 
10  or  15  years  it  has  been  our  policy  when  one  of  our  employees  wishes 
to  buy  a  home  or  build  a  home  and  has  saved  as  much  as  10  per  cent 
of  the  probable  price,  it  has  been  our  policy  to  buy  that  place  for 
him,  and  give  him  a  contract  by  which  he  pays  the  equivalent  of 
the  rent  he  has  been  paying  or  as  much  more  as  he  wants  to  each 
month.  That  has  been  a  very  satisfactory  experience  with  our  people. 
As  I  say,  there  aren't  many  of  them,  but  with  but  one  exception  it 
has  been  highly  satisfactory.  It  puts  a  man  in  debt  to  begin  with, 
which  is  a  prime  incentive  for  saving.  It  enables  him  to  build  up  a 
fund.  Every  month  when  he  pays  we  deduct  the  payment — add  the 
interest  and  deduct  the  payment  from  the  principal,  and  we  do  that 
in  his  presence  and  he  knows  each  month  that  the  principal  is  going 
down  and  the  eauity  is  increasing.  Thejr  pay  it  out  very  regularly. 
Almost  invariably  the  amount  they  pay  is  $20  a  month,  or  possibly 
$25,  and  the  wife  also  takes  an  interest  in  it.  We  have  also  con- 
sidered that  a  savings  fund  for  any  emergency — any  unusual  expense, 
a  hospital  bill  or  something  of  that  sort — ^and  we  allow  them  to 
borrow  back  against  that.  \Ve  make  no  hard-and-fast  rule  as  to 
requirements  for  drawing  against  that  fund.  As  soon  as  he  is  making 
good  he  can  borrow  bacfc  against  that  up  to  his  origjinal  payment, 
and  in  some  cases  they  have  borrowed  back  from  one-third  to  one-half 
of  all  of  it  in  case  of  need.  I  believe  that  that  plan  could  be  adopted 
by  a  great  many  employers  as  an  encouragement  to  thrift.  It  has 
been  verv  satisfactory  in  our  case. 

The  Chairman.  Mr.  Wallace,  I  am  quite  in  sympathy  with  what 
you  have  just  discussed.  I  have  built  a  great  many  houses  my- 
self, and  have  accepted  10  per  cent  down,  and  invariably  the  man 
that  has  10  per  cent  in  his  home  has  made  a  fight  to  keep  it  and 
very  few  have  gone  back  on  that  arrangement;  and  I  think  the 
scheme  you  suggest  on  the  part  of  employers  is  worthy,  and  every 
other  employer  in  every  other  city  in  the  country  should  be  giving 
more  consideration  to  it;  it  makes  better  workmen  and  it  solves 
the  housing  situation.  I  find,  too,  many  employers  giving  no  at- 
tention to  ttiat  phase  of  the  community's  interest. 

Mr.  Wallace.  Now,  as  to  the  agricultural  situation,  I  presume 
you  are  mostly  interested  in  the  present  conditions  in  Iowa,  and 
crops  as  to  this  year.    We  are  in  a  sense,  you  might  say,  "  Smoth- 
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ered  in  our  own  sweetness."  We  have  overdone  the  thing;  we  have 
produced  too  much.  We  have  the  largest  corn  crop  in  our  his- 
tory. In  fact,  we  have  the  largest  com  crop  in  the  history  of  the 
world.  Our  com  this  year  costs  between  90  cents  and  95  cents  a 
bushel  to  produce.  That  is  the  actual  cost  on  a  cost-accounting 
basis,  taking  into  consideration  all  of  the  factors  included  in  it. 
It  is  selling  now  between  65  cents  and  60  cents.  Our  oats  costs 
around  75  cents  to  produce,  and  it  is  selling  at  around  40  cents. 
Our  wheat  costs  $1.88  to  producfe,  and  it  is  selling  at  about  $1.40. 
These  figures  I  am  ^ving  you  are  the  cost  of  production  on  the 
farm  and  the  sale  price  on  the  farm.  Now,  when  you  remember 
that  our  production  this  year  is  127,000,000  bushels  in  Iowa  above 
the  five-year  average,  and  when  you  remember  that  only  20  per  cent 
of  our  corn  goes  off  of  the  farms,  crosses  county  Unes,  you  will  see 
that  a  slight  increase  in  the  cost  of  production  has  a  terriffic  affect 
on  the  price.  Eighty  per  cent  or  more  of  our  corn  has  been  fed 
on  the  farm. 

Senator  Kenton.  What  has  been  that  average  five-year  produc- 
tion ? 

Mr.  Wallace.  Our  average  five-year  production  is  368,000,000 
bushels,  and  this  year  we  produced  441,000,000  bushels. 

Senator  Kenton.  Practically  500^000,000  bushels. 

Mr.  Meter.  That  wouldn't  be  127,000,000. 

Mr.  Wallace.  Possibly  that  is  an  error.  I  probably  made  a  mis- 
take in  jotting  this  down. 

Senator  Kenton.  It  is  close  to  600,000,000. 

Mr.  Wallace.  Yes ;  now,  that  is  for  the  five-year  period  from  1914 
to  1918,  not  for  the  general  five-year  period,  although  I  don't  think 
there  is  much  difference  in  that.  When  you  consider  the  fact  that 
of  all  of  these  crops — wheat  is  not  our  great  crop— com  and  oats 
are  our  big  cash  grain  crop,  when  you  consider  the  heavy  loss  as 
compared  with  the  cost  of  production,  you  understand  why  there 
is  so  much  talk  in  the  papers  about  holding  crops — the  farmer  is 
trying  to  save  himself.  During  the  war  our  grain  farmers  were 
prosperous.  Those  who  fed  their  corn  to  live  stock,  if  they  had  to 
Duy  the  corn,  lost  money,  as  a  rule.  Those  that  grew  their  own  corn 
and  hogs,  for  example,  made  money,  but  didn't  do  nearly  so  well 
as  if  they  had  sold  their  grain  at  the  prevailing  price.  The  result 
of  that  unprofitable  experience  in  live  stock  has  been  to  decrease  our 
live-stock  production. 

We  have  from  1X)00,000  to  2,000,000  hogs  less  this  year  than  we  had 
three  years  ago.  Evidently  we  have  had  some  decrease  in  cattle,  and 
we  are  apparently,  in  the  country  at  large,  running  into  a  cattle  short- 
age which  will  possibly  materialize  in  1922  or  1923.  Iowa  land  has 
discouraged  the  growing  of  cattle  for  feeding  purposes ;  we  have 
come  to  depend  more  and  more  upon  buying  feeding  cattle  to  feed  our 
com  to.  During  the  past  year  farmers  had  a  great  deal  of  difficulty 
in  getting  cars.  I  doubt  whether  there  are  many  farmers  that  held 
$1.85  or  $1.75  com  for  a  higher  price.  Probably  here  and  there  there 
are  some.  Of  course,  there  are  many  farmers  who  still  have  last  year's 
com,  and  they  may  have  had  an  experience  similar  to  that  of  one 
farmer  who  told  me  recently  that  he  had  sold  his  surplus  on  three 
different  occasions  and  still  had  i<^  on  hand.    He  sold  it  first  to  the 
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elevator  company  for  $1.85  a  bushel,  provided  the  company  could  get 
the  cars;  he  sold  it  again  to  them  for  $1.65  a  bushel,  and  still  couldn't 
get  cars;  and  he  then  sold  it  for  $1.35,  some  of  which  was  taken  and 
some  of  which  he  still  has  on  hand.  The  shipping  situation  during  a 
part  of  last  year  was  very  serious,  many  farmers  having  lost  tre- 
mendously on  cattle  and  hogs  that  they  had  to  hold  after  they  were 
ready  for  market.  When  you  have  cattle  and  hogs  ready  for  market 
and  have  to  hold  them,  you  have  to  keep  right  on  feeding  them  all 
the  time,  which  is  an  expense  in  addition  to  the  money  invested,  and 
as  a  consequence  the  farmers  feel  that  things  have  gone  rather  against 
them. 

Now,  we  have  had  ^n  increase  in  our  cost  of  production  of  live-stock 
products  of  about  20  per  cent,  and  right  in  the  face  of  that  you  have 
had  a  decrease  in  the  production  of  principal  commodities  of  about 
15  per  cent,  perhaps.  Pig  iron,  coal — I  listed  some  of  them — zinc, 
leaa,  copper,  soft  coal,  gold,  have  shown  a  15  per  cent  decrease  in  pro- 
duction. You  have  also  in  the  case  of  the  manufacturer  a  similar 
situation.  They  protect  themselves  against  over-production  by  just 
stopping,  as  is  illustrated  by  the  woolen  mills.  The  farmers  in  this 
State  have  their  wool  pool,  and  in  that  way  try  to  hold  it.  In  fact, 
there  is  a  national  wool  pool  now.  In  the  face  of  that  you  have  the 
experience  of  your  woolen  mills  shutting  down,  because  there  is  not 
a  market  for  wool  at  less  than  the  cost  of  production,  and  that  applies 
to  some  of  the  crops  as  well. 

One  of  you  to  a  former  witness  spoke  of  the  War  Finance  Cor- 
poration.   That  is  not  operating,  is  it? 

Mr.  Meyer.  The  Secretary  of  the  Treasury  stopped  it.  On  May 
10  the  Secretary  requested  tne  corporation  to  discontinue  operations 
in  aid  of  exporting  American  products  on  the  ground  that  prices  were 
too  high,  selling  was  easy,  and  peace  was  prosperous,  and  unemploy- 
ment was  negligible.  Now,  the  farmers  have  asked  him,  in  view  of 
the  changed  conditions,  to  again  put  it  in  operation,  and  I  have  in- 
dorsed their  reconmiendation.  I  have  been  active  as  managing  di- 
rector of  that  corporation. 

Now,  because  of  the  different  conditions  existing  at  the  present 
time,  as  compared  to  May,  it  is  felt  that  the  corporation  could  be  of 
vast  assistance.  There  has  been  a  loss  in  Chicago  alone  because  of 
the  cancellation  of  orders  from  Europe,  due  to  the  declines  in  ex- 
change rates  within  the  past  few  weeks,  amounting  to  50  per  cent  in 
hog  products  to  one  country,  and,  of  course,  I  agree  with  the  farmers' 
representatives  in  claiming  that  that  power  was  given  to  be  used, 
that  it  was  only  ^ven  to  assist  American  exporters  and  bankers,  and 
that  now  is  the  time  if  ever  that  it  ought  to  be  used  instead  of  being 
held  inactive. 

Mr.  Wallace.  It  would  relieve  our  situation  somewhat  as  to  meat 
products ;  certainly  not  much  with  reference  to  com  exports. 

Mr.  Meter.  Hog  products  are  com,  aren't  they,  Mr.  Wallace? 

Mr.  Wallace.  Certainly.  Of  course,  it  would  relieve  our  situation 
to  some  extent. 

Mr.  Meyer.  Wheat  would  go  out  under  it? 

Mr.  Wallace.  Yes. 

Mr.  Meyer.  And  cotton? 

Mr.  Wallace.  As  the  chairman  said,  all  of  these  things  are  inter- 
locked— ^they  relate  one  to  another.    You  have  the  effect  oi  your  hous- 
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ing  situation  in  the  cities  produced  by  these  conditions  on  the  farm. 
There  arent  a  great  many  abandoned  farms  in  Iowa,  but  there  has 
been  a  steady  increase  in  the  combining  of  farmers.  Our  farms  are 
bewmin^  larger  all  the  time,  and  being  managed  by  managers  instead 
of  by  individual  farmers. 

As  some  one  mentioned  here  to-day,  among  the  reasons  that  bring 
farmers  to  the  city  I  think  the  main  reason  is  economic,  but  every- 
thing that  makes  the  city  more  attractive  draws  the  country  popum- 
tion  to  it.  Our  experience  has  been  the  same  as  every  other  nation  in 
that  respect.  Your  beautiful  parks,  your  amusements,  your  better 
housing  conditions,  in  a  way — all  of  those  things  bring  them  in — 
everything  that  makes  it  more  attractive  tends  to  draw  the  farmer 
in  to-day.  There  is  a  legitimate  reason  why  many  fanners  leave  the 
farm.  Take  the  fanner  and  his  wife  who  have  reached  the  age  of 
55,  60,  or  65;  their  children  are  grown  and  perhaps  they  wouldn't 
remain  on  the  farm,  and  there  is  a  large  percentage  of  them  as  you 
know  who  don't — ^they  feel  that  they  have  reached  the  time  when 
they  are  entitled  to  an  easier  life,  especially  the  wife.  Our  city 
women  complain  of  the  difficult  situation  with  regard  to  the  help 
problem.  Of  coui-se,  it  has  always  been  much  worse  in  the  country, 
and  of  course  the  country  wife  must  get  up|  early  and  work  late 
and  board  the  extra  help  in  thrashing  or  corn-husking  time,  even  if 
they  are  only  on  a  quarter-section  of  land.  There  are  periods  in 
the  year,  in  thrashing,  etc.,  when  extra  help  must  be  had  and  the 
farm  wife  must  take  care  of  them.  In  addition  to  that  she  must 
do  the  washing.  When  a  farm  wife  has  worked  that  way  for  30 
or  40  ^ears  I  think  we  will  all  have  to  agree  that  if  she  wants  to 
come  to  town  she  has  the  right  to  do  it,  if  they  have  the  money  to 
live  on,  and  the  towns  will  have  to  adjust  themselves  to  that  situation. 

Of  course,  there  is  a  perceptible  drift  of  the  young  men  to  the 
town  because  of  the  better  opportunities.  It  is  an  economic  situation. 
Anjrthing  that  tends  to  relieve  adverse  conditions  in  the  cities,  in- 
tensifies the  situation  on  the  farm.  Anything  that  will  make  harder 
conditions  in  the  towns,  will  tend  to  the  general  prosperity  of  the 
country. 

The  Chairman.  You  say  it  will  contribute  to  the  general  pros- 
perity of  the  country? 

Mr.  Wallace.  Yes;  I  will  say  to  the  general  prosperity  of  the 
country.  I  mean  the  rural  section  of  the  J^^ation.  We  have  got  to 
the  time  that  anything  which  will  make  conditions  in  the  city  less 
attractive,  will  contribute  to  the  prosperity  of  the  Nation  by  improv- 
ing the  country  life. 

The  Chairman.  Mr.  Wallace,  I  am  a  city  man  and  I  love  the  coun- 
try, and  I  will  do  anything  possible  to  encouragje  people  to  go  back 
on  the  farm.  I  think  that  is  the  one  thing  that  is  happening  to-day 
that  worries  serious  men.  I  can  not  quite  conclude  that  if  you  make 
conditions  more  difficult  in  the  city,  it  will  contribute  to  the  welfare 
of  the  country. 

Mr.  Wallace.  It  is  an  economic  situation,  and  this  drift  from 
the  country  to  the  city  is  due  to  economic  causes.  There  are  individ- 
ual cases  you  can  pick  out  all  around  that  are  not  due  to  that,  but 
in  the  large  way  it  is  due  to  economic  situations. 

The  Chairman.  It  is  larger  pay  ? 
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Mr.  Wallace.  Yes,  sir. 

The  Chairman.  And  the  fact  that  living  conditions  in  the  city 
mar  be  relieved  won't  affect  the  larger  pay? 

Mr.  Wallace.  It  will  tend  to  discourage  people  from  going  into 
the  city  from  their  farms.  We  have  got  fewer  people  on  the  xarms 
to-day  in  Iowa  than  four  years  ago.  As  long  as  the  land  was  cheap, 
as  long  as  the  man  could  make  a  small  payment  down,  if  he  was 
willing  to  work  hard,  and  if  he  had  a  good  wife,  he  could  get  ahead 
and  anord  to  live  on  a  very,  very  small  yearly  return,  because  the 
advance  in  land  would  make  him  whole.  The  population  was  com- 
ing in,  business  was  growing,  and  there  was  a  constant  increase  in 
the  value  of  his  land.  But  take  the  situation  to-day.  What  op- 
portunity does  the  young  man  in  the  country  have  to  look  forward 
to,  unless  he  has  a  very  substantial  payment  to  make  down.  It  takes 
a  working  capital  on  the  farm  now  greater  than  the  working  capital 
and  the  payments  30  years  ago,  and  it  is  a  hopeless  proposition,  and 
that  is  why  you  are  going  to  find  the  young  men  coming  into  the 
cities  right  along,  unless  they  fall  heir  to  money  or  a  farm. 

Senator  ICenyon.  And  w^hile  men  from  the  cities  talk  about  going 
to  the  country  and  the  necessity  of  going  to  the  country,  nobody 
starts. 

Mr.  Wallace.  I  never  knew — well,  perhaps  I  shouldn't  say  I  never 
knew  of  one,  but  there  are  very  few.  This  promotion  losses  that 
you  speak  of,  I  think  Mr.  Blair's  figures  were  probably  low  when 
he  said  $200,000,000.  I  don't  reach  that  conclusion  from  any  infor- 
mation I  have  myself,  but  simply  talking  with  the  different  bankers 
and  others  during  the  past  six  months  or  a  year.  I  would  be  inclined 
to  say  that  it  was  more  than  that,  but  he  may  be  right. 

Senator  Kenyon.  That  is  shrinkage.  Do  you  think  the  shrinkage 
is  more  than  $200,000,000  ? 

Mr.  Wallace.  We  have  no  means  of  estimating  that. 
Senator  Kjenyon.  Some  of  it  was  entire  shrinkage? 
Mr.  Wallace.  Yes ;  a  great  deal  of  it. 
The  Chairman.  Thank  you,  Mr.  Wallace. 

Mr.  Faxon.  There  are  men  in  the  room  whom  I  had  hoped  per- 
sonally we  might  be  able  to  reach  before  noon.  It  seems  an  impos- 
sibility, and,  of  course,  we  shall  have  to  curtail  somewhat  the  length 
of  those  who  testify,  and  there  are  important  witnesses  yet.  It  is 
nearly  noon  now,  and  the  committee  is  to  be  the  guest  of  the  Cham- 
ber of  Commerce  at  luncheon  at  quite  an  important  meeting,  and 
we  should  leave  here  not  later  than  12.10. 

Senator  Kenyon  has  a  delegation  from  his  home  city  and  he  wishes 
to  present  at  least  one  before  we  adjourn. 

Senator  Kenyon.  Are  there  any  gentlemen  here  from  the  Iowa 
Farm  Bureau  Federation,  or  any  here  that  have  been  requested  to 
come  by  Mr.  Cunningham?  If  so,  we  would  be  glad  to  have  your 
presence  known. 

Mr.  Faxon.  I  understand  that  several  gentlemen  are  coming  to 
Des  Moines  this  noon  from  Ames. 

Senator  Kenyon.  Then  I  will  call  Mr.  Green,  who  is  secretary  of 
the  Fort  Dodire  Commercial  Club. 
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STATEMENT  OF  HB.  £.  0.  GBEEN,  SECBETABY,  FOBT  DODGE 

COMHEBCIAL  CLUB. 

Senator  Kenyon.  Mr.  Green,  I  suppose  you  have  the  trouble  thai 
most  Fort  Dodge  men  have,  tliejr  talk  pretty  long,  and  we  would 
like  to  have  you  make  it  rather  brief,  giving  us  the  general  situation 
as  to  Fort  Dodge  and  the  surrounding  country  on  the  housing 
proposition. 

Mr.  Green.  Well,  I  had  the  gentleman  who  is  charged  with  making 
out  the  permits  for  house  building  give  me  the  data,  and  the  recordE 
show  that  from  October-November,  1919,  up  to  the  1st  of  November, 
1920,  a  total  of  69  residences  were  constructed  at  a  cost  of  $372,500 
in  the  city  of  Fort  Dodge. 

Senator  Kenyon.  That  is  a  little  over  a  year? 

Mr.  Green.  A  little  oves  a  year. 

Senator  Kenyon.  Just  as  a  matter  for  the  record,  what  is  the 
population  of  Fort  Dodge,  as  given  by  the  census  enumerators? 

Mr.  Green.  Nineteen  thousand  three  hundred  and  thirty-three 
In  addition  to  that,  in  general  building  operations  there  was 
$773,000  expended  during  that  time  in  building  larger  business 
houses  and  in  repairs.  Approximately,  half  of  that  was  in  four 
buildings — a  large  warehouse,  a  bakery,  hotels,  and  repairs  on  larger 
residences.  But  so  far  as  the  house-building  program  is  concerned, 
there  has  been  only  69  houses  built  in  Fort  Doage.  In  speaking 
with  the  different  contractors  and  lumber  dealers  and  those  inter- 
ested in  building  operations  directly,  they  estimate  that  we  are  about 
500  houses  short  from  normal  conditions.  In  1912-13,  I  have  for- 
gotten which,  Fort  Dodge  built  300  residences  in  that  one  year. 

Senator  Kenyon.  What  do  you  attribute  this  to,  Mr.  Green? 

Mr.  Green.  Primarily  to  financial  conditions ;  the  inability  to  get 

money,  and  recently,  of  course,  to  the in  addition  to  that,  to  the 

fact  that  industries  are  closing  down  more  or  less. 

Senator  Kenyon.  Have  any  industries  closed  down  at  Fort  Dodge? 

Mr.  Green.  The  gypsum  mills  are  partially  closed.  They  are 
running  under  capacity,  and  the  oatmeal  mill  has  closed  down  for 
the  present. 

Senator  Kenyon.  The  great  industry  of  Fort  Dodge  is  gypsum? 

Mr.  Green.  Gypsum  and  clay. 

The  Chairman.  You  say  they  are  working  part  time? 

Mr.  Green.  They  are  working  part  time,  and  there  is  some  prob- 
ability of  them  closing  down  betore  verjr  long,  for  the  time  being. 

Senator  Kenyon.  Do  you  know  anything  about  the  shortening  up 
of  the  market  for  gypsum? 

Mr.  Green.  I  think  it  is  due  to  the  fact  that  there  is  a  restriction  of 
the  building  all  over  the  country.  * 

The  Chairman.  You  find  the  complaint  on  the  part  of  the  men 
who  use  building  materials  for  building  houses  in  your  city  is  largely 
that  thev  lack  sufficient  money  to  buUd  or  that  they  lack  material? 

Mr.  GrREEN.  I  think  if  money  was  plentiful  and  on  easy  payments 
on  some  plan  whereby  the  laboring  man  and  those  in  moderate  cir- 
cumstances could  make  their  payments,  that  there  would  be  consider- 
able more  building.  I  think  it  is  a  matter  of  finance  primarilv  due 
to  the  condition  of  the  money  market  and  lack  of  means  to  buila. 
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Of  course,  employees,  and  we  have  a  great  many  of  them  in  the 
gypsum  mills  and  in  the  clay  mills  and  the  other  manufacturing  in- 
stitutions, haven't  the  money  ahead  to  build,  and  naturally  they 
would  have  to  rent  or  build  houses  on  easy  payments.     Now,  ft 
is  past  the  point,  and  never  was  a  very  profitable  thing  for  any- 
body who  has  had  money  to  build  houses  to  rent.     I  think  the 
conditions  in  smaller  cities  than  Des  Moines  are  different.    There  are 
some  circumstances  surrounding  this  condition  here  even.    Take  in  a 
city  like  Des  Moines,  people  like  to  come  to  these  larger  cities  more 
than  they  do  to  the  smaller  cities.    I  think  in  a  larger  percentage, 
while  they  do  come  to  nearly  all  of  the  cities  of  the  State  from  the 
country  and  from  other  places,  they  come  in  a  larger  percentage  to 
a  city  like  Des  Moines,  and  they  would  find  some  way  of  building  a 
house — more  ways  of  building  houses  than  they  would  in  smaller 
places.     Naturally,  in  a  city  Ime  Fort  Dodge,  if  a  man  can  not  find 
a  place  to  live  who  comes  there  for  employment,  he  goes  somewhere 
else.    I  might  illustrate  that  by  a  recent  enlargement  made  to  one  of 
our  local  institutions,  the  Monarch  Telephone  Co.  are  complaining 
now  about  the  fact  that  they  can  not  keep  the  help  there.    They  have 
had  men  come  in,  men  who  are  expert  workmen  in  making  electrical 
appliances  like  they  use  in  the  telephone,  and  they  can  not  find  places 
to  live  and  they  have  to  leave. 
The  Chairman.  They  get  good  pay  and  want  to  live  accordingly  ? 
Mr.  Green.  Yes,  sir ;  they  draw  good  pay  and  want  to  live  accord- 
ingly. 

The  Chairman.  You  can  not  provide  them  decent  housing  ac- 
commodations and  they  won't  stay  ? 
Mr.  Green,  i  don't  know  of  any. 

The  Chairman.  Have  rents  increased  as  a  result  of  the  shortage  ? 
Mr.  Green.  Yes,  sir;  as  it  has  all  over  the  country.    That  is  an 
economic  condition  of  supply  and  demand. 

Senator  Kenton.  The  cost  of  building  houses,  of  course,  enters 
into  this  problem  prominently,  doesn't  it  ? 
Mr.  Green.  Yes,  sir ;  it  does. 

Senator  Kenyon.  Do  you  know  how  much  window  glass,  for  in- 
stance, has  gone  up  during  the  past  few  years  ? 

Mr.  Green.  No,  sir ;  I  don't.  Senator,  not  exactly,  but  I  know  that 
all  kinds  of  building  material  has  increased  wonderfully,  but  it 
operates  in  this  way  a  good  deal  like  when  I  was  in  the  manufactur- 
ing business,  the  cost  of  manufacturing  raised  a  lot  and  the  retailer 
not  only  added  that  cost,  but  an  additional  price  to  increase  the  per- 
centage of  what  he  had  to  earn  on  his  purchases,  and  then  sometimes 
a  little  bit  more,  and  I  think  during  the  war  and  after  they  in- 
creased in  a  j^ood  many  cases  a  good  deal  more. 

Senator  ElENYon.  We  heard  m  Chicago  yesterday  one  of  the  wit- 
nesses, Mr.  Hines,  that  the  price  of  lumber  had  come  down  very 
materially.    Have  you  seen  any  indication  of  that  in  Fort  Dodge  ? 
Mr.  Green.  There  has  been  some  decline,  but  not  a  great  deal. 
Senator  Kenyon.  You  think  there  has  been  some? 
Mr.  Green.  Yes. 

Senator  Kenyon.  What  suggestions  would  you  have,  Mr.  Green, 
as  to  how  the  situation  could  be  remedied?  What  help  could  the 
Government  give  ? 
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Mr.  Green.  Well,  I  wrote,  I  think,  to  Senator  Calder  last  August 
in  reply  to  a  letter  that  he  wrote,  and  I  don't  know  whether  or  not 
it  would  be  feasible,  practical,  or  advisable,  but  if  ^there  could  be 
some  means  whereby  a  more  plentiful  supplv  of  money  could  be 
furnished  at  lower  rates  of  interest  with  long-time  payments,  I  think 
it  would  have  more  to  do  with  inducing  people  to  build  their  own 
homes,  especially  the  employed  class,  than  almost  anything  else. 
I  think  it  is  a  matter  of  finance  almost  exclusively,  and,  of  course, 
in  a  recent  conference  on  the  housing  proposition  at  the  convention 
last  week  in  Chicago,  it  came  up  in  regard  to  the  matter  that  Mr. 
Wallace  spoke  about,  and  I  think  a  few  remarks  on  the  same  line 
were  made. 

The  question  came  up  in  a  group  meeting,  whether  this  housing 
proposition  was  an  industrial  problem  or  a  community  problem,  or 
whether  it  was  a  problem  combining  both,  and  the  concensus  of  view 
was  that  it  was  a  problem  combining  both,  and  the  different  dele- 
gates told  their  experiences,  and  there  was  one  particularly  at 
South  Bend,  the  Studebaker  Co.,  as  Mr.  Wallace  said,  the  com- 
pany built  and  financed  the  homes,  but  that  won't  apply  only  in 
a  very  small  degree  generally  for  the  simple  reason  that  as  a  rule, 
and  especially  in  Iowa,  and  especially  in  the  smaller  cities,  manu- 
facturers do  not  iave  any  more  money  than  they  have  to  run  their 
own  business.  It  ought  not  to  enter  in  as  a  factor  in  solving  this 
proposition  to  any  great  extent.  The  large  concerns  of  the  country, 
the  large  concerns  like  the  Studebaker  concern  and  others  of  that 
kind,  can  finance  their  own  housing  problem,  but  the  percentage  of 
such  people  in  this  country  is  very  small,  and  especially  in  the  West. 
It  is,  as  you  know.  Senator,  a  very  hard  proposition  to  get  money  for 
manufacturing  to  finance  their  own  business. 

Senator  Kenton.  Mr.  Chairman,  here  is  a  letter  from  a  Fort  Dodge 
manufacturer  which  I  should  like  to  have  put  in  the  record. 

The  Chairman.  Very  well. 

(The  letter  referred  to  by  Senator  Kenyon  is  here  printed  in  full, 
as  follows:) 

[The  Plymouth  Gypsum  Co.,  manufacturors  of  hard  wall  plaster  and  gj'psum  products.] 

FoBT  Dodge,  Iowa,  November  10,  1920, 
Mr.  R.  O.  Green, 

Secretary  Fort  Dodge  Commercial  Club,  Fori  Dodge,  Iowa. 

Dear  Mr.  Green  :  With  reference  to  your  meeting  in  Des  Moines  Friday  with 
the  Senate  committee,  I  will  state  that  I  am  unable  to  get  away  on  Friday  to 
attend  this  meeting,  hence  the  reason  I  am  writing  you  my  views  on  the  housing 
problem. 

It  has  been  stated  that  we  are  short  a  million  homes  in  the  United  States. 
It  is  going  to  take  some  time  to  catch  up  with  such  a  tremendous  demand  for 
houses,  and  some  special  effort  will  have  to  be  made  to  stimulate  a  rapid  build- 
ing of  these  homes.  It  is  needless  for  me  to  state  the  result  of  such  a  program, 
so  I  will  briefly  go  to  the  i>oint. 

First.  There  must  be  some  action  taken  by  some  agency  of  th^e  Government 
whereby  the  home  builder  can  borrow  money  with  which  to  build  his  home  at 
a  reasonable  rate  of  interest  and  a  long  period  of  time  In  which  to  pay  It.  Per- 
haps some  plan  can  be  worked  out  similar  to  the  Federal  farm  loan  act.  Among 
our  own  employees  I  know  of  several  who  would  like  to  build  If  they  could 
borrow  enough  to  complete  the  home.  They  may  have  $500  or  $1,000  saved  up, 
but  under  the  present  high  cost  they  could  not  build  much  for  this  money. 
Now%  if  they  could  get  one  or  two  thousand  dollars  at  a  reasonable  rate  of 
interest  and,  say,  10  to  15  years  in  which  to  pay  it  these  people  would  build. 
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Second.  A  program  that  would  also  help  to  stimulate  building  would  be  if  the 
railroads  would  help  in  this  program  by  hauling  building  material  on  the  rates 
that  were  in  effect  before  the  recent  advance  on  August  25,  1920. 

Third.  The  lowering  of  prices  on  building  materials  which  will  no  doubt  come 
about.  As  the  cost  of  living  goes  down  the  cost  of  production  will  go  with  it, 
and  naturally  there  will  be  lower  prices  on  building  materials. 

With  capital  provided  for,  with  the  help  of  the  transportation  companies, 
with  the  help  of  the  building  material  manufacturers  and  dealers  and  the 
building  contractors  we  should  be  able  to  get  results. 
Yours,  very  truly, 

L.  E.  Armstbong,  President. 

Senator  Kenton.  Are  there  any  others  here  from  Fort  Dodge? 

Mr.  Green.  We  have  Mr.  W.  F.  Rich  and  Mr.  O'Leary,  that  I 
would  like  to  have  heard. 

The  Chair3ian.  The  committee  will  now  take  a  recess  to  1.30 
o'clock.  I  am  goin^  to  say  to  the  witnesses  that  I  am  going  to  try  to 
get  along  faster  this  afternoon.  I  want  all  of  your  views,  but  we 
must  conclude  by  6  o'clock  to-night. 

(Thereupon  the  committee  took  a  recess  until  1.30  o'clock  p.  m.) 

AFTER  RECESS. 

(At  1.30  o'clock  the  committee  reassembled,  pursuant  to  the  taking 
of  recess.) 

The  Chairman.  The  meeting  will  come  to  order. 

Mr.  Faxon,  ilr.  Chairman,  I  will  present  to  you  first  Mr.  E.  R. 
Englebeck  of  the  Queal  Lumber  Co.,  who  has  a  table  showing  the 
peak  prices  of  materials — certain  kinds  of  lumber  particularly,  the 
rise  and  decline,  and  the  present  situation. 

STATEMENT  OF  MB.  EIXIS  B.  ENGLEBECK,  SECBETABT-TBEAS- 
TJBEB,  QTJEAL  LUMBEB  CO.,  DES  MOINES,  IOWA. 

The  Chairman.  Mr.  Englebeck,  the  committee  will  be  glad  to 
hear  from  you  on  any  statements  that  you  care  to  make  on  this 
subject. 

Mr.  Englebeck.  The  statement  I  would  make  is  that  I  am  here 
not  expecting  to  be  called  as  a  witness,  but  that  I  might  submit  a 
table  to  you  which  is  definite  and  concise  as  to  the  changes  in  the 
values  OT  lumber  in  Des  Moines  covering  the  period  of  three  and 
one-half  years,  and  notably  the  decline  this  year  from  the  high 
point  reached  about  January  or  February  of  1920.  I  want  to  in- 
clude in  that  the  fact  that  the  prices  of  September,  1920,  and  since^ 
would  have  shown  a  greater  decline  had  it  not  been  necessary  to  have 
included  in  our  net  cost  from  three  to  seven  dollars  per  thousand 
feet  because  of  the  advance  in  freight  rates.  I  have  taken  five 
common  items  such  as  would  probably  constitute  a  large  part  of 
the  lumber  building  cost  of  a  home  and  have  followed  their  prices 
from  May,  1917,  to  the  present  time.  I  don't  know  of  anything 
else  except  that  this  chart  should  be  something  that  would  be 
looked  at. 

(The  table  referred  to  by  Mr.  Englebeck  is  here  printed  in  full, 
as  follows:) 
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Date. 


May  17. 
Dec.  17. 
Apr.  18. 
JiUyl8. 
May  19. 
June  19. 
Dec.  10. 
Jan.  20. 
Ajir.  ao. 
May  20. 
June  20. 
Sept.  20. 
Oct.  20. 
Nov.  20. 


'I 


Dimen- 

Boards 

sion, 
No.l, 

and 

Ship  lap, 
No.  2 

Shingles, 

Lath. 

fianoing, 

best  grade  best  grade 

base 

No.  2 

common. 

red  cedar. 

fir. 

2  by  6. 

common. 

$40.00 

•37.00 

$38.00 

$6.50 

$7.26 

41.00 

44.00 

45.00 

6.75 

8.25 

44.00 

46.00 

48.00 

6.76 

8.25 

40.00 

52.00 

54.00 

7.00 

8.60 

56.00 

53.00 

55.00 

8.50 

0.00 

60.00 

56.00 

58.00 

8.50 

0.50 

70.00 

64.00 

70.00 

12.00 

20.00 

77.00 

73.00 

75.00 

12.00 

23.00 

75.00 

73.00 

73.00 

12.00 

21.00 

70.00 

65.00 

73.00 

11.00 

18.00 

ft2.00 

65.00 

66.00 

0.50 

14.00 

62.00 

64.00 

66.00 

0.50 

14.00 

60.00 

57.00 

58.00 

9.00 

13.00 

54.00 

52.00 

55.00 

8.50 

12.00 

Chart  of  printed  retail  prices  of  Queal  Lumber  Co.,  of  Des  Moines,  covering  a 
period  of  three  and  one-half  years,  the  notable  feature  shown  is  the  decline  this 
year  from  the  high  point  of  January,  1920. 

Prices  of  September,  1920,  and  since  would  have  shown  a  greater  decline' 
had  It  not  been  necessary  to  Include  In  our  net  cost  from  $3  to  $7  per  thousand 
added  because  of  the  advance  In  freight  rates. 

These  five  items  usually  include  a  large  part  of  the  lumber  cost  of  a  home. 
Absorbing  the  freight  advance,  the  average  decline  on  these  Items  since  January, 
1920,  is  30.2  per  cent. 

Mr.  Faxon.  Tell  when  the  peak  load  was  reached,  etc.,  and  the  five 
staple  products  you  have  taken. 

Mr.  Englebeck.  I  have  taken  No.  1  dimension  lumber.  That  is 
the  common  lumber,  2  by  4  and  2  by  6,  and  I  give  our  retail  price 
based  on  the  2  by  6  as  of  May,  1917.  to  be  $40  per  thousand  feet. 

The  Chairman.  May,  1917?  Tnat  is  just  about  the  time  we  en- 
tered the  war. 

Mr.  Englebeck.  That  is  before  we  started  in  the  cantonment  con- 
struction. 

The  Chairman.  That  was  about  the  price  level  of  the  preceding 
year? 

Mr.  Englebeck.  Possibly  a  little  bit  higher  than  the  preceding 
year,  but  a  very  small  amount.  The  next  change  I  have  is  of  Decem- 
ber of  the  same  year,  showing  the  price  $41  on  the  same  item ;  April 
of  1918,  $44 ;  July  of  1918,  $49 ;  May  of  1919,  $56 ;  June  of  1919,  $60 ; 
December  of  1919,  $70 ;  January  of  1920,  $77.  From  that  point  we 
have  made  six  changes  to  date.  I  can  give  you  the  dates  if  you  wish 
them. 

The  Chairman.  No  ;  tell  us. 

Mr.  Englebeck.  It  drops  from  $77  to  $75,  $70,  $62,  $60,  and  $54. 
It  is  now  $54. 

The  Chairman.  As  of  to-day? 

Mr.  Englebeck.  As  of  to-day,  against  $40  in  May,  1917. 

The  Chairman.  So  that  the  price  to-day  is  about  40  per  cent  higher 
than  what  it  was  in  May,  1917  f 

Mr.  Englebeck.  Not  quite  40  per  cent;  and  of  course  we  have  ab- 
sorbed an  additional  cost  in  freight.  The  freight  rate  on  the  com- 
mon lumber  from  the  Pacific  coast  to  Des  Moines  is  80  cents  a  hun- 
dred, the  former  rate  was  60  cents,  and  further  back  it  was  55  cents. 

The  Chairman.  That  would  be  $2  a  thousand  more  ? 
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Mr.  Englebeck.  More  than  that;  five  and  a  half  to  six  dollars  a 
thousand  difference. 

The  Chairman.  So  that  if  that  was  taken  off  the  increase  should  be 
only  $8  over  May,  1917  ? 

Mr.  Englebeck.  Yes,  sir. 

The  Chairman.  That  wouldn't  be  very  much  of  a  raise  when  you 
come  to  consider  that  lumber  is  becoming  scarcer  and  wages  higher? 

Mr.  Englebeck.  Yes,  sir. 

The  Chairman.  What  other  commodities  have  you  there,  please? 

Mr.  Englebeck.  Common  fencing  lumber,  posts,  etc.,  from  $37  in 
May,  1917,  to  $73  in  January,  19^,  which  was  the  high  point  of 
that  period. 

The  Chairman.  And  back  now  to 

Mr.  Englebeck.  $52. 

The  Chairman.  Have  you  any  other  commodity  there  besides  lum- 
ber? 

Mr.  Englebeck.  No,  sir ;  that  is  all  we  handle. 

The  Chairman.  Do  you  anticipate  any  further  reduction  in  the 
price  of  lumber? 

Mr.  Englebeck.  Not  at  the  present  time. 

The  Chairman.  You  think  we  have  got  down  to  bedrock? 

Mr.  Englebeck.  I  do.  Manufacturers  claim  that  a  good  many  of 
them  aren't  operating  to-day. 

The  Chairman,  "iou  are  selling  as  much  lumber  at  the  present 
figures  as  you  were  last  spring? 

Mr.  Englebeck.  By  no  means. 

The  Chairman.  Do  you  anticipate  any  immediate  revival  of  build- 
ing construction  ? 

Mr.  Englebeck.  No,  sir. 

The  Chairman.  Do  you  have  any  suggestions  to  make  to  the  com- 
mittee which  it  might  put  into  practice  to  stimulate  construction  in 
any  way  ? 

Mr.  Engijebeck.  On  account  of  inability  to  finance,  the  building 
program  is  holding  back.    The  price  alone  is  not  holding  us  back. 

The  Chairman.  You  think  the  lack  of  sufficient  financing  has  more 
than  anvthing  else  damaged 

Mr.  Sngi^beck  (interrupting).  It  has  had  a  very  distinct  part; 
it  is  probably  one  of  the  greatest  in  holding  us  back. 

The  Chairman.  Have  you  thought  of  any  method  of  remedying 
that? 

Mr.  Englebeck.  I  would  rather  think  the  finance  men,  the  bankers, 
should  answer  you  on  that. 

Mr.  Miller. 'Of  the  average  price  of  $54  for  No.  1  dimension  lum- 
ber, how  much  is  transportation  ? 

Mr.  Englebeck.  On  a  Pacific  coast  shipment  it  would  be  about  $20 
per  thousand. 

Mr.  Miller.  Then  it  would  be  $34  without  transportation? 

Mr.  Englebeck.  Yes,  sir. 

Mr.  Miller.  You  lay  out  $20  in  cash  for  transportation? 

Mr.  Englebeck.  Yes,  sir. 

Mr.  Miller.  That  same  item  in  May,  1917,  was  $40.  How  much  of 
that  was  transportation  then  ? 

Mr.  Englebeck.  About  $13  or  $14 ;  probably  $14  would  be  nearer 
the  comparative  basis. 
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Mr.  MiLioER.  Have  you  had  any  difficulty  in  conducting  your  busi- 
ness because  of  the  irregularity  of  delivery  of  material  ? 

Mr.  Englebeck.  Yes,  sir. 

Mr.  Miller.  Through  transportation? 

Mr.  Englebeck.  Yes,  sir. 

Mr.  Miller.  Has  that  cost  you  any  more  money  to  do  business? 

Mr.  Englebeck.  It  costs  more  because  we  are  obliged  to  buy  more 
than  once  to  secure  the  one  supply  of  the  material. 

Mr.  Miliar.  Will  vou  tell  the  committee  in  a  few  words  what  your 
transportation  troubles  have  been  ? 

Mr.  Englebeck.  The  lack  or  shortage  of  cars  that  would  delay 
shioments. 

Mr.  Miller.  How  long  would  you  say  you  had  to  wait  for  lumber 
after  you  had  ordered  it  ? 

Mr.  Englebeck.  That  would  depend  upon  the  manufacturer's 
ability  to  ship  the  items  ordered,  or  upon  the  ability  to  get  cars,  and 
many  times  it  was  very  hard  for  us  to  separate  the  two. 

Mr.  Miller.  Did  it  take  you  six  months  ? 

Mr.  Englebeck.  We  have  had  orders  more  than  six  months  late; 
yes,  sir ;  unfilled  orders. 

Mr.  Miller.  How  much  more,  eight  months  ? 

Mr.  Englebeck.  About  eight  months,  one  or  two  items;  yes,  sir. 
One  or  two  instances  longer  than  that,  but  just  exceptional  conditions 
of  travel  prevented  making  delivery. 

Mr.  Miller.  What  became  of  the  price  if  you  bought  eight  months 
ago — who  stands  the  difference  ? 

Mr.  Englebeck.  We  have  to  take  the  loss,  unless  we  have  been  able 
to  cancel  the  order.  I  should  like  to  also  put  into  the  record  the 
freight  rates  on  the  following  items  : 

Yellow  pine,  freight  rates  to  Des  Moines  per  hundred  pounds :        Cents. 

Prior  to  .Tune,  1918 26i 

June,  1918 31^ 

August.    1920 42i 

Fir,  freight  rates  to  Des  Moines  per  hundred  pounds : 

Prior  to  June,  1918 55 

June,  1918 60 

August,    1920 ..^ 80 

Average  of  25  cents  per  thousand  feet  for  each  1  cent  per  hundred  of  freight 
rate. 

The  Chairman.  Thank  you  very  much. 

Mr.  Faxon.  Mr.  Chairman,  I  think  we  will  call  now  Mr.  F.  C. 
Hubbell.  Mr.  Hubbell,  among  his  other  duties  and  interests,  is 
president  of  the  Equitable  Life  Insurance  Co.  of  Iowa,  and  he  may 
speak  somewhat 'with  reference  to  the  utilization  of  those  funds  gen- 
erally in  connection  with  business  investments,  building,  etc.,  or  he 
may  discuss  other  matters  which  to  him  seem  of  importance. 

STATEMENT  OF  MR.  FRED  G.  HUBBELL,  PRESIDENT,  EQUITABLE 

LIFE  INSURANCE  CO.  OF  IOWA. 

The  Chairman.  The  committee  is  very  glad  you  are  here  and 
would  be  pleased  for  you  to  make  any  statements  you  wish  to  make 
on  the  subject  which  we  have  under  investigation. 

You  are  president  of  the  Equitable  Life  Insurance  Co.  ? 
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Mr.  HuBBELL.  Yes,  sir. 

The  Chairman.  Is  that  a  subsidiary  of  the  Equitable  Life  of  Xew 
York,  or  related  to  it? 

Mr.  HuBBELL.  No,  sir;  it  is  very  distinct. 

Senator  Kenyox.  It  is  really  a  greater  company. 

Mr.  HuBBELL.  In  one  sense. 

Senator  Kenyon.  Does  your  company  loan  money  on  bonded 
mortgages  ? 

Mr.  HuBBEix.  Yes. 

Senator  Kenyon.  Are  you  compelled  by  law  to  loan  some  specified 
portion  of  your  assets  in  bonded  mortgage? 

Mr.  HuBBELL.  We  are  confined  to  the  Iowa  law  in  making  our 
loans,  and  it  is  a  very  stringent  law :  and  it  confines  us  to  real  estate 
mortgages  and  municipal,  State,  and  Government  bonds. 

Ibenator  Kenyon.  IVlust  your  investments  be  entirely  within  this 
State? 

Mr.  HuBBELL.  Xo,  sir;  within  any  State  that  we  do  business. 

Senator  Kenyon.  What  is  the  sum  total  of  your  assets  to-day? 

Mr.  HuBBELL.  Thirty-three  million. 

Senator  Kenyon.  How  much  do  you  have  in  bonded  mortgages? 

Mr.  Hubbell.  About  $25,000,000  of  it. 

Senator  Kenyon.  What  portion  of  that  is  invested  in  the  State? 

Mr.  Hubbell.  All  but  about  $1,000,000. 

Senator  Kenyon.  So  that  your  company  has  invested  in  mortgaged 
real  estate  in  this  State  substantially  $24,000,000? 

Mr.  Hubbell.  At  least  that  much. 

Senator  Kenyon.  What  interest  do  you  charge? 

Mr.  Hubbell.  At  the  present  time  we  are  getting  6  per  cent. 

Senator  Kenyon.  Is  this  money  invested  in  farm  mortgages? 

Mr.  Hubbell.  Both  farm  and  city. 

Se^nator  Kenyon.  Are  you  loaning  much  money  now? 

Mr.  Hubbell.  Yes ;  we  keep  our  money  well  loaned ;  we  don't  keep 
much  money  in  the  bank;  we  only  use  the  bank  for  borrowing 
purposes. 

Senator  Kenyon.  So  you  are  constantly  receiving  money  from 
people  who  have  your  policies? 

Mr.  Hubbell.  Yes. 

Senator  Kenyon.  And  turning  it  over? 

Mr.  Hubbell.  Yes ;  turning  it  over,  and  then  when  the  loans  are 
paid  off  we  loan  it  to  some  one  else. 

Senator  Kenyon.  Did  you  hear  the  testimony  this  morning? 

Mr.  Hubbell.  Yes ;  I  came  a  little  late. 
f    Senator  Kenyon.  And  the  statements  that  there  was  a  house  short- 
age in  this  State.    What  is  your  opinion  of  that  ? 

Mr.  Hubbell.  We  have  an  estimated  shortage  in  Des  Moines  of 
about  3,000  houses,  but  I  think  that  is  excessive.  I  think  if  we  had 
1,000  houses  in  Des  Moines  that  would  take  care  of  our  needs  very 
well.  They  made  a  survey  of  Des  Moines  and  reported  3,000  houses 
shy. 

Senator  Kenyon.  Who  was  that  made  by,  Mr.  Hubbell  ? 

Mr.  Hubbell.  It  was  made  by  getting  the  mail  carriers  to  do  it, 
and  a  commutation  made  from  that  showed  3,000  short. 

The  Chairman.  You  think  1,000  would  be  nearer? 
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Mr.  HuBBELL.  I  think  so;  yes. 

The  Chairman.  Can  you  sup^rest  any  way  by  which  building  can 
be  stimulated  here  i 

Mr.  HuBBELL.  I  think  every  community  should  take  care  of  their 

own  troubles. 

Senator  Kenton.  It  is  not  a  national  problem? 

Mr.  HuBBELL.  Not  at  all;  it  will  be  just  as  bad  as  some  of  the 
other  Federal  activities;  just  as  bad. 

The  Chairman.  You  say  it  is  not  a  national  problem.  You  mean 
you  advise  against  the  Government  in  any  way 

Mr.  HuBBELL,  (interrupting).  In  any  way. 

The  Chairman  (continuing).  Helping,  either  by  encouraging 
building  through  the  establishment  of  home  loan  banxing  system  or 
exempting  for  a  limited  period  the  income  from  real  estate  mortgages 
from  taxation? 

Mr.  HuBBELL.  I  think  it  is  all  very  bad;  I  think  every  community 
should  take  care  of  itself;  I  think  our  community  can  take  care  of 
itself  as  soon  as  we  get  over  this  stringency,  which  will  be  about 
another  vear. 

The  Chairman.  You  thing  the  Federal  tax  system  has  tended  ta 
discoura^re  lo^ninff  of  monev? 

Mr.  Hi'BBELL.  Very  much;  I  think  if  the  Government  practiced 
economy  as  well  as  trying  to  teach  the  country  economy  it  would 
help  a  lot.  We  have  all  gone  mad  in  our  own  expense,  and  the  Gov- 
ernment is  as  great  an  offender. 

The  Chairman.  It  is 

Mr.  HiTBBELi.  (interrupting).  This  (Jovernment  ought  not  to  spend 
$4,(K)0,0()0,000  a  year. 

The  Chairman.  Of  course,  you  know 

Mr.  HuBBELL  (interrupting).  If  you  were  running  your  business 
and  running  it  as  you  run  the  Government,  you  would  not  last  any 
time. 

The  (^HAiRMAN.  During  the  13  months  ending  June  5  last.  Con- 
gress reduced  the  estimates  of  the  (iovernment  something  like 
$2,400,000,000,  and  some  of  those  estimates  w^ere  cut  to  the  very 
bone. 

Mr.  Hi^BBEix.  Yes;  but  I  understand  now  you  are  going  to  raise 
this  question  again. 

The  Chairman.  You  read  a  good  many  things  in  the  papers,  I 
sunpose  ? 

Mr.  HrBBELL.  I  don't  read  any  papers  particularly. 

The  Chairman.  You  would  urge  as  a  first  step  a  radical  reduction 
in  the  cost  of  Government  ? 

Mr.  HuBBELL.  Yes. 

The  Chairman.  I  think  those  of  us  w^ho  have  been  in  Washington 
a  long  time  are  heartily  in  sympathy  with  those  things  that  have  been 
done  to  that  end. 

Mr.  HrBBELL.  Yes ;  that  is  whv  we  had  an  election  the  other  day. 

The  Chairman.  The  cost  of  Orovernment  previous  to  the  war  was 
about  $1,000,000,000  a  year. 

Mr.  HuBBELL.  Yes. 

The  Chairman.  It  is  going  to  cost  next  year  a  billion  dollars  to 
pay  the  interest  upon  the  Government's  obligations.    We  ought  to 
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at  least  pay  three-quarters  of  a  billion  dollars  toward  the  amortiza- 
tion of  the  bonds. 

Mr.  HuBBELL.  Do  you  think  we  should  do  this  in  times  like  this? 
I  am  a  believer  in  paying  our  debts  now. 

The  Chairman.  We  owe  about  $22,000,000,000,  and  three-quarters 
of  a  billion  a  year  would  be  paying  it  off  in  about  30  years,  and  aside 
from  that  we  ought  to  spend  two  or  three  billion  dollars  a  year  now 
to  take  care  of  the  wounded  soldiers. 

Mr.  HuBBELL.  When  it  comes  to  taking  care  of  the  wounded  sol- 
diers I  am  for  giving  them  everything  they  ask,  but  the  boys  who  went 
over  there  and  came  back  unharmed  had  a  wonderful  adventure,  and 
they  are  not  entitled  to  a  cent. 

The  Chairman.  We  have  had  to  double  the  pay  of  the  men  in  the 
Army  and  Navy,  and  everj^thing  that  the  Government  buys  is  double 
in  cost  what  it  used  to  be,  and  upon  my  word  I  can  not  see  how  under 
present  conditions  we  can  reduce  the  cost  below  three  or  three  and 
one-half  billion  dollars.  You  are  a  business  man  of  experience,  and 
we  need  suggestions.  I  wish  you  would  study  out  the  situation  and 
write  me  fully  what  you  think  ought  to  be  done,  saying,  "  Mr.  Calder, 
when  vou  were  in  Des  Moines  I  talked  pretty  straight  to  you  and  you 
talkecf  pretty  straight  back  to  me,  and  I  want  to  point  out  to  you 
here  and  here  and  here  and  here." 

Mr.  HuBBELL.  How  can  I  do  that  ? 

Senator  Kenton.  I  can  help  you. 

Mr.  HuBBEix..  I  bet  both  oi  you  gentlemen  have  useless  clerks  in 
your  employ. 

Senator  Kenton.  There  is  no  doubt  there  are  many  departmental 
clerks  who  could  be  discharged. 

The  Chairman.  How  much  clerk  hire  do  you  suppose  the  Gov- 
ernment gives  to  each  Senator? 

Mr.  HuBBELL.  I  haven't  any  idea  ? 

The  Chairman.  Guess.    Fifteen  thousand  dollars  a  year? 

Mr.  HuBBELL.  I  haven't  anj  idea. 

The  Chairman.  Do  you  think  it  is  that  much  ? 

Mr.  HuBBELL.  I  should  hope  not  that  much. 

The  Chairman.  How  much  is  the  office  expense  of  your  chamber  of 

commerce  here? 

Mr.  Faxon.  Speaking  of  the  salary  list,  approximately  $15,000  a 

year. 

The  Chairman.  Would  jrou  say  that  a  Senator  of  the  United  States 
ought  to  have  as  much  clerical  assistance  in  the  tremendous  things  he 
has  to  keep  in  mind  as  the  Chamber  of  Commerce  of  Des  Moines? 

Mr.  HuBBELL.  No,  sir ;  I  would  hardly  think  so. 

The  Chairman.  1  represent  15,000,000  people,  and  they  pay  into 
the  Federal  Treasury  each  year  a  billion  and  a  half  dollars ;  and  the 
Federal  Government  only  allows  me  $8,200  for  clerk  hire  to  k^ep  track 
of  the  tremendous  interests  of  my  State  and  of  all  the  diflPerent  com- 
mittee work  I  have,  which  is  just  half  the  amount  of  money  that  the 
city  of  Des  Moines,  with  125,000  people,  has  to  spend  through  the 
chamber  of  commerce  to  look  after  the  interests  of  Des  Moines.  I 
pay  out  of  my  own  pocket  $1,800  a  year  for  clerical  help  to  assist  in 
answering  the  mail.  I  have  a  thousand  letters  a  day  to  answer. 
People  from  all  over  the  country  write  me.    I  think  this — ^I  think  the 
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Nation  would  be  immeasurably  better  served  if  they  provided  us 
with  $30,000,  $40,000,  or  $50,000  a  year  for  the  necessary  expenses  of 
maintaining  my  office.  I  don't  think  Senator  Kenyon  needs  all  of  his 
help.  But  if  the  Government  gave  me  two  men  at  $10,000  a  year  to 
be  constantly  inquiring  into  the  great  problems  of  government,  I 
would  be  much  better  aole  to  properly  represent  my  State.  I  assume 
your  company  gives  you  $25,000  a  year.    1  hope  they  do. 

Mr.  HuBBELL.  This  company  is  run  on  a  business  basis. 

The  Chairman.  I  ought  to  have  a  man  as  good  as  you  helping  me. 

Mr.  HuBBELL.  I  get  aBout  as  much  as  you  do. 

The  Chairman.  I  ought  to  have  a  man  as  good  as  you  to  help  me. 
I  ought  to  be  able  to  say  to  you,  "  Here  is  a  project;  go  out  ancf  look 
it  up  and  tell  me  about  it."  As  it  is,  I  try  to  get  some  information,  and 
then  I  go  on  the  floor  of  the  Senate  without  sufficient  information 
and  enlightenment  and  do  the  best  I  can.  They  give  me  $8,200  a  year 
for  help,  and  I  am  paying  part  of  the  salary  of  my  assistants  my- 
self. I  think,  in  regard  to  tne  help  given  Senators  and  Representa^ 
tives,  we  do  not  get  one-tenth  enougn  help  to  make  us  worth  while 
to  our  people.    We  are  spending  your  money  and  delving  into  your 

Eroblems,  and  we  don't  know  one-tenth  of  the  things  we  ought  to 
now.    That's  the  trouble. 

Senator  Kenton.  If  Mr.  Hubbell  will  come  down  to  Washington 
and  follow  us  for  two  or  three  days  maybe  he  will  think  we  don't  have 
too  much  help. 

Mr.  Hubbell.  I  don't  take  much  interest  in  politics. 

The  Chairman.  Mr.  Hubbell,  you  think,  after  all,  that  this  prob- 
lem will  right  itself? 

Mr.  Hubbell.  Yes;  we  are  going  through  the  sweat  now;  every- 
body is  saving  money  now;  just  as  soon  as  this  great  Nation  com- 
mences to  save  money,  then  they  will  wake  up. 

Senator  Kenyon.  Do  you  think  the  farmers  are  saving  much 
money  ? 

Mr.  Hubbell.  Oh,  if  you  call  their  $200  land  worth  $400  an  acre, 
and  thereby  raise  the  cost  of  producing  com  to  $1  a  bushel,  of  course 
they  are  not  making  money ;  but  you  have  got  to  remember — you  and 
I  are  about  the  same  age — I  remember  when  I  handled  land  up  near 
Fort  Dodge  at  $70  an  acre  and  thought  that  was  about  all  that  it  was 
worth,  and  they  call  it  worth  $400  now. 

Senator  Kenyon.  You  would  not  want  it  to  go  back  to  $70? 

Mr.  Hubbell.  No  ;  but  it  will  have  to  go  back  a  little. 

Senator  Kenyon.  Do  you  think  there  is  going  to  be  a  shrinkage  in 
land  values? 

Mr.  Hubbell.  I  think  there  is  a  shrinkage  in  view. 

The  Chairman.  I  think  that  is  all.  Thank  you,  Mr.  Hubbell,  very 
much. 

Mr.  Faxon.  Mr.  Chairman,  I  would  like  to  introduce  at  this  time 
very,  very  briefly  three  men  who  have  a  message  that  is  of  State- 
wide importance,  confining  them  to  just  a  few  moments  each,  being 
the  secretaries  of  three  State-wide  organizations.  First  I  would 
like  to  present  Mr.  H.  W.  Raymond,  secretary  of  the  Iowa  State 
Chamber  of  Commerce,  for  a  very  brief  statement. 
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STATEMENT  OF  MR.  H.  W.  RAYMOND,  SECRETARY,  IOWA  STATE 
CHAMBER  OF  COMMERCE,  DES  MOINES,  IOWA. 

Mr.  Kaymond.  The  principal  thing  I  have  in  a  specific  way  is  a 
letter  from  Mason  City,  a  manufacturing  town  of  from  20,000  to 
25,000  people,  in  which  there  appears  the  statement  that  they  need 
500  houses,  and,  realizing  that  this  need  is  among  families  of  very 
limited  means,  they  have  no  assistance  in  building  [reading]  : 

It  has  been  determined  here  in  Mason  City  tliat  the  liouslng  situation  has  a 
profound  influence  on  labor  conditions.  Inadequate  housing,  Improper  ventila- 
tion in  rooms,  insufficient  light,  poor  plumbing,  and  cramped  quarters  create  a 
feeling  of  unrest  and  dissatisfaction  among  the  laboring  people,  f  ♦  ♦  An 
ideal  method  would  be  that  whereby  a  housing  commission  composed  of  respon- 
sible and  capable  men  might  be  appointed  as  a  department  of  our  city  govern- 
ment and  vested  with  authority  and  means  for  building  houses  for  the  city. 

That  is  his  report,  in  short,  and  there  are  other  features,  but  we 
have  no  definite  features  other  than  this  statement.  I  ask  that  the 
complete  letter  may  be  printed  in  the  record. 

The  Chairman.  That  will  be  done.    Thank  you,  Mr.  Raymond. 

(The  letter  referred  to  by  Mr.  Raj^mond  is  here  printed  in  full,  as 
follows:) 

Mason  City  Chamber  of  Commerce, 
Mason  Gityj  loica,  November  9,  1920. 
H.  W.  Raymond, 

Acting  Secretary  Iowa  Chamber  of  Commerce, 

Davidson  Building^  Des  Moines,  Iowa, 

Deab  Harry:  We  would  like  to  have  you  represent  us  at  the  hearing  to  be 
beld  in  Des  Moines  on  November  12  by  the  Special  Committee  of  the  Senate  on 
Reconstruction  and  Production. 

Mason  City  needs  to-day  500  new  houses.  These  houses  are  needed  to  accom- 
modate families  of  limited  means.  At  the  present  time  and  under  the  existing 
circumstances  the  banks  are  reluctant  to  make  a  fair  loan  on  houses,  and  there 
is  no  other  organization  here  to  assist  in  financing  any  amount  above  that 
which  the  banks  might  furnish.  Therefore  the  first  thing  that  is  needed  is 
financial  assistance  to  help  these  people  to  build  the  homes  which  they  would 
like  to  build.  It  has  been  determined  here  in  Mason  City  that  the  housing 
situation  has  a  profound  influence  on  labor  conditions.  Inadequate  housing, 
improper  ventilation  in  rooms,  insuflicient  light,  poor  plumbing,  and  cramped 
quarters  create  a  feeling  of  unrest  and  dissatisfaction  among  the  laboring 
people. 

<;)ur  State  housing  law  provides  for  certain  facilities  and  conveniences  in 
houses,  it  stipulates  that  there  shall  be  a  certain  amount  of  light  and  ventila- 
tion per  room  and  a  certain  amount  of  floor  space  per  occupant  of  a  room. 
It  also  provides  that  there  shall  be  certain  sanitary  facilities.  It  is,  however, 
impossible  to  enforce  th  s  law  because  the  people  who  are  living  under  im- 
proper conditions  have  not  the  money  to  put  in  the  conveniences  necessary  and 
the  city  has  no  means  of  financing  these  people.  The  only  alternative  would  be 
to  put  these  people  out  of  these  dwellings  which  are  improperly  equipped  and 
that  can  not  be  done  because  there  is  no  other  place  for  them  to  go. 

Our  housing  problem  In  Mason  City  Is  a  serious  one.  The  first  thing  needed 
is  financial  assistance.  We  believe  that  the  city,  the  State,  or  the  Nation  should 
provide  some  means  whereby  money  might  be  loaned  to  responsible  Individuals 
who  wish  to  build.  An  ideal  method  would  be  that  whereby  a  housing  com- 
mission, composed  of  responsible  and  capable  men  might  be  appointed  as  a  de- 
partment of  our  city  government  and  vested  with  authority  and  means  for  build- 
ing houses  for  a  city.  These  houses  would  be  sold  by  the  commission  to 
responsible  parties,  they  would  be  financed  by  the  city,  at  least  partially,  and 
the  parties  who  made  the  purchase  would  make  their  payments  to  the  city. 

Very  truly,  yours, 

H.  M.  Van  Auken,  Secretary, 
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Mr.  Faxon.  Now,  Mr.  Chairman,  I  want  to  present  Mr.  E.  A. 
Kimball,  secretary  of  the  Iowa  State  Manufacturers"  Association. 

STATEMENT  OF  MB.  EMUE  A.  KIMBALL,  SECBETABT,  IOWA 
STATE  MAinrFACTUBEBS'  ASSOCIATION. 

Mr.  Kimball.  Senators  and  gentlemen,  I  have  no  particular  state- 
ment to  make  with  reference  to  the  housing  situation.  I  rather 
thought  the  committee  would  take  up  general  business  conditions  as 
a  whole.  I  just  issued  a  questionnaire  a  short  time  j>go  to  the  manu- 
facturers of  Iowa  with  reference  to  business  conditions  in  the  State, 
and  the  replies  received  to  date  indicate  that  there  has  been  about 
a  15  per  cent  lay-off  of  manufacturers  all  over  the  State,  running 
from  one  or  two  factories  interested  in  the  manufacture  of  railroad 
equipment  who  have  increased  their  employees  slightly,  to  quite  a 
number  of  factories  that  have  shut  down  entirely.  There  has  been 
no  reduction  in  wages  to  any  extent.  A  few  places  where  they  have 
reduced  wages  slightly  are  still  in  operation.  I  asked  the  manufac- 
turers for  suggestions  as  to  improving  conditions,  and  they  made 
the  general  statement — a  great  many  of  them  at  least — in  regard  to 
taxation,  excess  profits  taxes,  and  other  methods  of  taxation  that 
might  be  reduced.  They  have  likewise  urged  more  production  per 
man.  They  think  that  is  one  of  the  solutions  of  the  qiiestion,  and 
one  man  cited  the  case  in  his  plant  where  he  employed  78  men  until 
recently  when  he  reduced  the  force  to  48,  and  yet  in  spite  of  that  he 
increased  his  production  41  per  cent,  and  any  number  cited  similar 
cases;  but  that  was  the  suggestion  that  struck  out  more  than  any 
thing  else — increased  production. 

Senator  Kenyon.  That  would  seem  to  indicate  more  efficiency  in 
labor  now? 

Mr.  KiifBAix.  It  seems  that  wheil  any  large  number  of  men  seem 
to  think  they  are  going  to  be  laid  off  they  work  harder  and  their 
efficiency  is  increased.  The  labor  situation  is  not  alarming  at  all; 
there  is  more  or  less  stagnation  in  business,  but  everybody  is  opti- 
mistic of  the  future. 

The  Chairman.  Prices  have  gone  down  generally  in  finished 
products  ? 

Mr.  Ki!irT?ALL.  They  are  reducing  prices  quite  generally.  Of 
course,  right  at  this  time  it  is  hard  for  them  to  make  any  material 
1  eduction,  for  the  reason  that  they  are  manufacturing  their  output 
now  out  of  raw  materials  for  which  they  paid  very  high  prices, 
but  think  that  the  greater  efficiency  of  labor  will  tend  to  reduce 
prices  in  a  number  of  lines  of  industry. 

The  Chairman.  Do  the  manufacturers  here  expect  to  go  back  to 
prewar  prices? 

Mr.  Kimball.  No,  sir ;  they  do  not. 

The  Chairman.  The  cost  of  their  raw  material  has  not  gone  back 
that  far? 

Mr.  Kimball.  No,  sir. 

The  Chairman.  Nor  has  labor? 

Mr.  Kimball.  Nor  has  labor ;  no,  sir. 
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The  Chairman.  Is  there  any  e\adence  of  an  effort  being  made  to 
increase  or  improve  the  character  of  their  plants,  so  as  to  cheapen 
costs  ? 

Mr.  Kimball.  Yes;  I  presume  I  have  25  or  30  out  of  500  or  600 
replies  stating  that  they  were  doin;^  by  machinery  at  a  much  less 
cost  Tvork  that  was  formerly  done  by  hand  labor,  and  that  has  a 
bearing  on  the  situation,  too. 

The  Chairman.  The  Civil  War  brought  to  this  country  that  very 
thought.  Before  the  Civil  War  we  had  everything  in  the  way  of 
hand  production.  We  went  from  pound  to  ton  production^  and  we 
bought  the  same  article  of  merchandise  years  atter  the  Civil  War 
at  a  much  cheaper  cost,  even  though  the  standard  of  living  and 
wages  had  increased. 

Mr.  Kimball.  Yes,  sir;  that  has  a  very  large  bearing,  and  in  the 
large  corporations,  where  they  employ  specialists  along  that  line, 
they  are  accomplishing  very  satisfactory  results  in  many  cases. 

'rhe  Chairman.  Your  organization  has  not  made  a  study  of  hous- 
ing particularly  ? 

Mr.  Kimball.  No,  sir;  because  so  many  of  our  employers  in  Iowa 
are  different  from  those  in  eastern  localities.  There  thev  loan 
money  to  their  employees  and  assist  them  in  building,  but  tliere  is 
no  specific  or  "general  housing  program  among  the  manufacturers 
as  a  whole. 

Mr.  Faxon.  We  will  hear  next  from  Mr.  C.  B.  Piatt,  secretary  of 
the  Iowa  Permanent  Home  Building  Association. 

STATEMENT  OF  ME.  CHATJNCET  B.  PLATT,  SECKETAET,  IOWA 
PEEMANENT  HOME  BTJILDIltO  ASSOCIATION. 

The  Chairman.  The  committ^  would  be  glad  to  have  a  statement 
from  you  on  the  subject  of  building  construction,  if  you  desire  to 
make  one. 

Mr.  Platt.  My  work  is  largely  with  the  farm  people  and  farm 
work.  The  building  situation  in  the  State,  of  course,  is  very  bad; 
there  is  no  building  going  on  to  speak  of.  In  spite  of  the  need  of 
buildings  throughout  the  State,  they  are  not  so  insistent  anywhere 
as  they  are  in  the  East.  In  fact,  I  believe  we  have  housing  facilities 
for  people  who  are  pretty  good  in  this  section.  I  think  probably  the 
reason  why  building  operations  are  so  light  is  due  or  traceable  to  the 
fact  that  lor  a  long  period  of  time,  extending  over  two  years  now, 
the  builder  has  had  a  hard  time  to  get  material  and  labor,  and  that 
has  sort  of  established  an  apathy  that  I  don't  see  why  they  could 
expect  to  show  very  much  enthusiasm.  Now,  the  cause  of  that, 
outside  of  the  general  state  of  mind,  as  I  look  at  it,  is  the  curtailment 
of  credits  which,  of  course,  is  the  basic  reason  for  not  building,  as 
I  think,  now.  The  low  prices  of  grain,  of  course,  cause  the  curtail- 
ment of  credit  very  largely  in  this  State.  I  think  that  we  could  go 
ahead  and  build  if  the  farmers  could  get  a  price  for  their  grain  that 
would  ffive  them  purchasing  power  up  to  the  cost  of  producing  the 
stuff.  Now,  we  are  not  in  a  position  to  supply  the  farmer  at  his 
purchasing  power  to-day,  because  of  our  cost  of  production. 

The  Chairman.  You  are  engaged  in  the  profession  of  secretary  of 
the  Iowa  Permanent  Building  Association.  What  do  vou  mean  bv 
that? 
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Mr.  Platt.  It  is  just  a  name  for  the  clay  industry.  Our  idea  is  to 
impress  the  farmer  with  the  economic  idea  of  permanent  construc- 
tion as  against  temporary  construction. 

The  Chairman.  Are  you  a  manufacturer  of  building  material? 

Mr.  Platt.  Yes,  sir. 

The  Chairman.  What  particular  line? 

Mr.  Platt.  Building  and  drain  tile. 

The  Chairman.  Oh,  building  and  drain  tile  ? 

Mr.  Platt.  Yes,  sir. 

Mr.  Miller.  What  does  drain  tile  sell  for  here  at  Des  Moines? 

Mr.  Platt.  Why,  the  local  price  here  ranges — how  do  you  mean ; 
in  sizes? 

Mr.  Miller.  Any  standard  size. 

Mr.  Platt.  The  standard  4-inch  drain  tile  sells  for,  I  think,  $50  a 
thousand  feet. 

Mr.  Miller.  How  much  coal  does  it  take  to  make  that  1,000  feet? 

Mr.  Platt.  A  thousand  feet  ? 

Mr.  Miller.  Yes. 

Mr.  Platt.  Well,  it  takes  about — let's  see.  there  would  be  six  tons 
and  a  half  a  thousand,  and  it  takes  about  $2.3^  of  coal  to  burn  a  ton 
of  ware. 

Mr.  Miller.  $2.33  of  coal? 

Mr.  Pi^TT.  Yes. 

Mr.  Miller.  How  many  tons  is  that? 

Mr.  Platt.  It  is  about — we  figure  a  ton  of  ware  requires  about 
500  pounds  of  coal. 

Mr.  Miller.  A  quarter  ton  of  coal  ? 

Mr.  Platt.  Yes,  sir. 

Mr.  Miller.  And  you  are  paying  then  for  coal  about  $9.32  ? 

Mr.  Platt.  Eight  dollars  and  something.    We  are  using  Indiana 
coal.    That  is,  in  my  own  factory.    I  don't  know  about  the  others. 
•    Mr.  Miller.  How  many  feet  of  this  4-inch  tile  can  you  make  with 
a  quarter  of  a  ton  of  coal? 

Mr.  Platt.  That  is  1,000  feet.  One  ton  of  that  ware  would  be 
about  335  feet. 

Mr.  Miller.  One  ton  is  335  feet? 

Mr.  Platt.  Yes,  sir. 

Mr.  Miller.  Then  you  use  about  $6 — $7  worth  of  coal  for  this 
$50  of  tile  ? 

Mr.  Platt.  Yes,  sir. 

Mr.  Miller.  How  much  is  for  transportation  in  that  $50? 

Mr.  Platt.  Let's  see.  Our  average  ireight  rate  runs  about  8  cents 
a  hundred;  that  would  be  $1.60  a  ton. 

Mr.  MiixER.  $1.60  a  ton  for  transportation? 

Mr.  Platt.  Yes,  sir.  You  see,  we  ship  generally  only  small  dis- 
tances. 

Mr.  Miller.  $4.80,  then,  for  transportation  and  $7  for  the  coal? 

Mr.  Platt.  Yes. 

Mr.  Miller.  Out  of  the  $50? 

Mr.  Platt.  Yes. 

Mr.  Miller.  How  much  has  that  coal  increased  since  a  year  ago 
in  cost? 

Mr.  Platt.  Well,  a  year  ago,  I  think,  it  was  sold  at  the  mines  for 
about  $2.75. 
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.Mr.  Miller.  And  you  are  paying  now  $8  for  it? 

Mr.  Platt.  Yes,  sir. 

Mr.  Miller.  It  has  gone  up  300  per  cent? 

Mr.  Pi^TT.  Yes. 

The  Chairman.  $2.75  at  the  mine? 

Mr.  Platt.  $2.75  at  the  mine,  yes;  and  we  are  paying  $2.75  for 
freight,  something  like  that.  We  paid  $2.55,  and  it  cost  us  $5.25  laid 
down  here. 

The  Chairman.  And  no\v  it  costs  you  over  $8? 

Mr.  Platt.  Yes,  sir. 

The  Chahoian.  How  much  has  transpoitation  gone  up  since  June, 
1918? 

Mr,  Platt.  1918?    Let's  see,  that 

The  Chairman.  There  was  a  raise  made  then,  and  another  one  in 
August,  1920.  How  much  have  both  of  those  increases  affected  this 
$4.80  item? 

Mr.  Platt.  I  don't  know;  oniv  this  last  year  one  was  20  per  cent. 
Our  rates  were  increased  unjustly,  really,  at  the  time  because  of  the 
distance  that  the  stuff  was  hauled  on  an  average;  in  other  words, 
the  advance  hit  the  low  rates  harder  than  it  did  the  long  hauls;  the 
.short  hauls  more  than  it  did  the  long  hauls. 

The  Chairman.  And  since  then  there  has  been  a  35  per  cent 
increase  ? 

Mr.  Pi.\TT.  Yes.  sir. 

The  Chairman.  What  was  the  price  before  June,  1918,  that  you 
are  charging  $50  for  now? 

Mr.  PLATr.  Why,  I  couldn't  tell  you  right  offhand. 

The  Chairman.  Could  vou  let  us  havcthat  for  the  record  at  some 
time  during  the  day? 

Mr.  Platt.  Yes. 

Mr.  Faxon.  Get  it  before  6  o'clock,  Mr.  Platt,  and  bring  it  here. 

(The  prices  referred  to  by  Mr.  Platt  were  subsequently  furnished^ 
and  are  here  printed  in  full  as  follows:) 

Price  of  4-inch  drain  tile  in  1918,  $28,  as  teleplioned  in  by  the  Platt  Co.,  Van 
Meter,  Iowa,  on  November  12,  in  answer  to  question  asked  of  C.  B.  Platt  by  the 
Senate  committee. 

Senator  Kenyon.  Mr.  Platt,  judging  from  the  assessment  notice  I 
received  a  few  days  ago  for  drainage  tax  on  my  farm,  the  manu- 
facture of  drainage  tile  must  be  pretty  profitable,  isn't  it? 

Mr.  Pi^TT.  Mr.  Kenvon,  I  want  to  sav  this  about  it:  This  last 
year  or  the  hist  two  years  has  been  the  only  ones  it  has  been  profit- 
able, except  that  somebody  could  go  into  it  on  a  very  large  scale. 
Now,  really,  as  a  matter  of  fact,  six  years  ago  it  was  true  that  only 
2  per  cent  of  the  money  that  was  invested  in  clay-products  manu- 
facturing business  paid  dividends. 

>Senator  Kenyon.  Two  per  cent? 

Mr.  Platt.  Two  per  cent;  and  you  can  go  all  over  the  country 
and  see  the  remains  of  failures  in  this  business;  and  it  has  been  due 
to  the  fact  that  it  was  sold  entirely  too  low.  People  had  an  idea 
that  they  made  it  out  of  the  raw  material  that  didn  t  cost  anything^ 
and  that,  by  the  way,  is  one  of  the  strong,  heavy  costs  of  our  industry, 
is  winning  that  clay. 
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Senator  Kenton.  I  don't  share  that  impression  myself  that  it  is 
:any  too  low  now:  mavbe  it  is. 

Mr.  Platt.  Well,  of  course,  when  a  farmer  tiles  out  his  land  and 
compares  his  prices  with  the  cost  when  we  weren't  making  any- 
thing in  the  way  of  money,  and  failing  right  along,  he  notices  that, 
and  it  is  true. 

Senator  Kenyon.  We  are  much  obliged  to  you  for  this  statement. 

Mr.  Faxon.  I  think  Senator  Kenyon  has  two  representatives  from 
his  home  city  who  have  to  leave  for  home  soon  and  they  ought  to  be 
heard. 

Senator  Kenyon.  Mr.  Kich,  we  will  hear  you  next. 

STATEMENT  OF  ME.  WILLIS  F.  EICH,  ASSISTANT  CASHIEE,  FIEST 

NATIONAL  BANK,  FOET  DODOE,  IOWA. 

Senator  Kenyon.  Mr.  Rich  is  assistant  cashier  of  the  First  Na- 
tional Bank  of  Fort  Dodge.  I  apprehend  you  desire  to  present  your 
A'iews  in  your  own  way,  Mr.  Rich  ? 

Mr.  Rich.  If  you  please.  I  am  not  conversant  with  the  general 
State  conditions,  but  I  am  chairman  of  the  local  committee  up  there, 
and  we  find  that  there  is  a  real  need  for  about  500  houses  in  Fort 
Dodge  to  bring  things  up  to  normal.  Last  summer  we  had  a  com- 
mittee there  that  had  a  plan  for  building.  Just  at  the  start  we  were 
to  get  TjO  business  men  to  each  take  a  house,  finance  it,  and  sell  it  to 
some  strictly  laboring  man,  some  person  that  couldn't  atford  to  pay 
full  cash  for  their  house,  couldn't  afford  to  finance  it,  but  when  this 
financial  stringency  came  on  that  scheme  had  to  be  dropped.  If  I 
might  presume  to  offer  whaf  suggestion  we  might  have 

Senator  Kenyon.  Go  ahead. 

Mr.  Rich.  In  view  of  the  fact  that  we  are  not  able  to  finance  it, 
none  of  the  Fort  Dodge  banks  are  able  to  loan  the  money,  and  other 
Iowa  banks  are  in  the  same  situation.  If  there  was  some  sort  of  Gov- 
ernment help,  that  would  be  up  to  Congress  to  form  that  plan  of 
loaning,  of  course,  but  if  there  was  some  sort  of  (Government  help 
to  give  in  such  a  situation  as  this,  why,  things  would  go  ahead  and  be 
restored  to  normal,  in  our  opinion.  I  would  like  to  take  exception, 
if  I  might,  to  a  statement  made  here  this  morning  that  the  normal 
laboring  man  was  not  good  credit.  It  seems  to  me  that  the  laboring 
man  with  the  family  is  as  good  credit  as  anyone.  In  the  banking 
business  we  find  where  a  man  settles  down  with  his  family  that  he  is 
a  pretty  solid  citizen.  Of  course,  a  floater,  in  that  case  is  not  so  good, 
but  they  have  not  either  family  or  wife,  and  the  need  of  the  laboring 
man  for  a  home  is  the  object  ot  the  local  committee  up  there,  in  which 
I  am  interested. 

Senator  Kenyon.  Paying  for  a  home  is  something  like  paying  for 
an  insurance  policy. 

Mr.  Rich.  Yes. 

Senator  Kenyon.  It  is  the  last  thing  he  gives  up. 

The  Chairman.  I  quite  agree  with  you  that  the  workingman  with 
a  family  is  a  splendid  risk. 

I  thank  you  very  much. 

Mr.  Faxon.  We  will  now  introduce  to  the  committee  Mr.  L.  M. 
O'Leary,  of  Fort  Do<lge. 
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STATEMENT  OF  MR.  I.  M.  O'LEABY,  TRAFFIC  MANAGER,  COM- 
MERCIAL CLXTB,  FORT  DODGE,  IOWA. 

Senator  Kenton.  What  is  your  business,  Mr.  O'Leary? 

Mr.  O'Leary.  Traffic  manager  of  the  Fort  Dodge  CtHnmercial 
Club. 

Senator  Kekyon.  Can  you  give  us  any  suggestions  as  to  how  the 
transportation  question  has  entered  into  this  problem  ? 

Mr.  O'Leary.  At  first,  prior  to  the  issuance  of  General  Order  No. 
28,  that  is  the  increase  in  all  rates  in  the  country  on  June  24,  the 
traffic  managers  always  made  the  rates.  Since  that  time  the  operat- 
ing department  has  made  them,  and  they  forgot  the  fact  that  rate 
making  is  a  science  and  put  on  all  that  traffic  will  bear.  They  have 
got  rates  on  the  low-grade  traffic  that  won't  stand  the  cost  of  trans- 
portation, and  I  believe  the  Interstate  Commerce  Commission,  if  it 
had  the  power,  should  get  together  with  the  different  roads  and  go 
into  the  matter  and  trade  off,  not  reduce  their  revenues  anj^,  but 
change  the  rates  on  the  building  materials  and  the  products  of  our 
mines  and  mills  so  that  they  would  not  cost  so  much,  and  put  the 
burden  on  luxuries. 

Senator  Kenton.  What  about  rates  on  farm  products  ? 

Mr.  O'Leart.  The  rates  on  farm  products  were  taken  care  of  a  lit- 
tle by  General  Order  No.  28,  and  so  was  our  building  material,  but 
in  the  last  increase  which  was  about  35  per  cent  all  over  the  keeping 
the  differential  on  coal,  and  some  of  them  are  so  high  since  the  24tn 
of  June,  1918,  we  have  had  an  increase  of  100  per  cent  in  transporta- 
tion costs. 

Senator  Kenyon.  Have  the  traffic  managers  of  the  different  com- 
mercial clubs  taken  that  matter  up  with  the  Interstate  Commerce 
Commission  ? 

Mr.  O'Leary.  They  have  not,  that  I  know  of;  but  the  National 
Industrial  Traffic  League  has  taken  it  up. 

Senator  Kenyon.  You  think  the  rates  are  too  high  ? 

Mr.  O'Leary.  They  are  too  high  to  move  our  low-grade  commodi- 
ties, such  as  sand,  gravel,  cement,  and  stone. 

Senator  Kenyon.  Do  you  think  there  is  any  chance  of  developing 
water  transportation  ? 

Mr.  O'Leary.  I  think  60  per  cent  of  the  commodities  we  ship 
never  have  borne  the  cost  of  transporting  them,  and  they  never  will 
bear  the  cost  of  transporting  them  by  rail.  All  of  our  ores,  iron  and 
coal,  and  even  gypsum,  like  at  Fort  Dodge,  we  ship  a  thousand  cars 
of  raw  material  to  La  Salle,  111.,  every  year,  and  they  could  go  down 
the  Des  Moines  River. 

Senator  Kenyon.  Will  the  motor  truck  bear  any  relation  to  that 
cost  of  transportation  ? 

Mr.  O'Leary.  It  is  a  matter  of  good  roads,  but  it  will  naturally 
be  too  extensive  to  handle  our  low-grade  commodities  that  way  except 
by  water.  That  is  the  only  way  we  can  keep  the  cost  of  low  CTades 
down,  is  to  have  the  water  transportation,  and  that  wouldnT  take 
any  revenue  from  the  carriers  because  for  years  the  carriers  have 
transported  60  per  cent  of  the  commodities  at  less  than  cost. 

Senator  Kenyon.  There  has  been  a  good  deal  of  discussion  along 
that  line,  but  you  can  not  make  the  Des  Moines  River  navigable  by 
statute.    How  can  you  make  it  navigable  up  to  Fort  Dodge? 
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Mr.  O'Leary.  The  Government  should  take  care  of  that.  It  is 
different  with  our  railroads;  they  are  a  private  institution.  The 
men  that  build  them  operate  them,  and  have  everything  to  say 
about  them ;  but  if  we  have  a  navigable  body  of  water  the  Govern- 
ment is  the  boss,  and  will  say  what  shall  travel  on  that  water,  and 
that  is  our  only  means  of  getting  cheap  transportation  in  this  coun- 
try, is  to  move  our  commodities  by  water. 

Senator  Ken  yon.  Is  there  any  commerce  being  moved  on  the 
Mississippi  River  by  water  now  ? 

Mr.  O'Leary.  There  is ;  from  St.  Louis  down. 

Senator  Kenyon.  Is  there  any  reason  why  the  Mississippi 
shouldn't  be  navigated  ? 

Mr.  O'Leary.  1  remember  years  ago  that  the  Diamond  Joe  line 
run  to  St.  Paul  auite  often,  and  there  is  no  reason  why  they  shouldn't 
have  it  now.  There  is  no  reason  whv  the  Mississippi  and  the  Mis- 
souri and  the  Ohio  Rivers  couldn't  be  made  to  handle  half  of  the 
low-grade  commodities  of  the  country.  I  think  there  is  a  river  in 
the  east  that  I  have  seen  figures  on  that  has  proven  very  satisfactory 
for  moving  coal  to  the  Pittsburgh  district  from  the  West  Virginia 
coal  districts. 

Senator  Kenyon.  The  difficulty  we  find  from  a  practical  stand- 
point in  developing  these  rivers  is  that  you  have  to  tack  on  Smith's 
Creek  and  Banana  Creek  and  Fish  (Jreek  in  South  Carolina  in 
order  to  get  anywhere  with  the  real  streams  where  commerce  might 
flow. 

Mr.  O'Leary.  I  believe  that  one  man — the  Secretary  of  Commerce, 
for  instance,  or  any  official  that  has  the  power — should  designate 
what  rivers  should  receive  appropriations.  I  don't  think  that 
each  man  should  pick  out  a  creek  in  his  district  and  trade,  but 
there  should  be  a  one-man  power  as  to  that. 

Senator  Kenyon.  There  should  be  a  board  of  public  works  to 
determine  what  rivers  should  be  improved — something  of  that  char- 
acter.   You  have  got  to  get  it  away  from  Congress. 

Mr.  O'Leary.  I  understand  that  it  has  been  turned  over  by  Con- 
gress to  the  War  Department,  and  that  it  is  written  into  the  law 
for  the  War  Department  to  investigate  and  make  surveys;  but  it  is 
not  necessary  to  assume  that  because  they  don't  fix  the  Des  Moines 
River  that  every  little  creek  in  the  country  should  get  money  with 
which  to  dig  the  bottom.  The  railroads  have  never  Daid  for  the 
transportation  of  the  low-grade  commodities;  the  higher  class  of 
freight  has  borne  the  burden,  and  it  always  will. 

Senator  Kenyon.  Before  the  hearing  you  spoke  of  water  trans- 
portation in  other  countries.  Have  you  made  any  investigation  of 
that  subject? 

Mr.  O'Leary.  I  have  not;  I  have  read  considerable  about  it, 
about  the  system  that  they  have  over  in  Germany  and  in  the  other 
European  countries.  I  think  every  civilized  country,  before  it  can 
amount  to  much  in  the  world  or  ao  much  export  business,  has  got 
to  have  water  transportation.  We  have  manufactories  that  manu- 
facture plaster  board,  which  is  a  material  that  shouldn't  be  very 
expensive,  and  yet  it  costs  $30  a  ton  to  ship  it  to  the  coast  before 
we  get  it  on  the  boat. 
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The  Chairman.  Mr.  O'Leary,  this  committee  has  written  the  In- 
terstate Commerce  Commisison  showing?  the  injustice  done  to  the 
low-f^rade  commodities  and  asking  for  a  revision  of  these  rates. 

Mr.  O'Leary.  I  see. 

Mr.  Faxon.  We  shall,  with  your  permission,  be  more  brief  now. 
and  we  shall  call  some  supply  men,  and  then  there  are  two  or  three 
farmers  here  who  wish  to  be  heard.  We  shall  first  call  some  supply 
men  and  go  through  as  rapidly  as  possible. 

STATEMENT  OF  ME.  WILLIAM  J.  GOODWIN,  PRESIDENT,  OOODWU 

TILE  &  BBICK  CO. 

The  Chairman.  The  committee  would  be  very  glad  to  have  you 
make  your  statement  as  fast  as  you  can,  please. 

Mr.  Goodwin.  Well,  to  be  brief  about  it,  I  suppose  you  want — I 
w  ill  give  you  just  as  briefly  as  I  can  the  situation  here  in  Des  Moines. 
Business  building  started  in  1919  with  a  very  brisk  demand,  and  the 
business  in  1919  was  about  twice  our  normal  building.  In  1920  it 
continued  so  until  July,  when  it  dropped  off ;  it  dropped  off  from  this 
rate  that  it  was  going  to  about  25  per  cent.  A  great  many  people  in 
the  early  spring  said  that  they  were  not  going  to  build  any  more  on 
account  of,  first,  the  high  cost  of  materials,  the  difficulty  of  securing 
labor,  and  the  inefficiency  of  labor,  and  some  things  like  that,  though 
I  don't  know  of  anyone  who  did  quit  on  that  account,  but  we  know 
they  did  quit,  and  it  was  on  account  of  the  money.  In  Iowa  there 
are  about  2()0  schoolhouses  on  which  bonds  have  been  voted,  but 
which  are  not  going  ahead,  because  they  can  not  sell  those  bonds  at 
par,  as  our  law  requires  that  they  be  sold  at  par,  and  to-day  they  are 
waiting  construction. 

I  also  manufacture  draintile,  too,  and  the  recession  of  building 
didn't  affect  farm  building  as  much  as  city  building  in  July.  Farm 
building  continued  pretty  well  up  to  the  break  in  the  price  of  cereals, 
and  that  broke  in  October,  and  since  that  time  farm  building  and 
farm  construction  and  farm  drainage  has  practically  ceased.  In 
fact,  it  has  almost  completely  stopped  at  this  time.  Up  until  these 
prices  broke,  our  materials  moved  freely  at  the  prices  asked,  and  we 
had  no  difficult  in  doing  business.    I  think  that  is  all. 

The  Chairman.  Mr.  Goodwin,  do  you  handle  the  brick  and  cement 
line? 

Mr.  Goodwin.  Draintile  and  building  blocks. 

The  Chairman.  Building  tile,  do  you  mean — these  8-inch  tile? 

Mr.  Goodwin.  Eight-inch  and  5  by  8  by  12  and  4  by  8  by  12. 

The  Chairman.  How  is  the  price  of  building  tile  now  as  against 
last  spring?    The  1st  of  April,  1920,  as  against  the  price  to-day? 

Mr.  Goodwin.  Our  price  has  not  changed  since  April  8,  1920. 

The  Chairman.  How  is  the  price  to-day  as  compared  to  1916? 

Mr.  Goodwin.  It  is  about — I  would  rather  go  back  of  1914. 

The  Chairman.  Well,  1914. 

Mr.  Goodwin.  It  is  about  double. 

The  Chairman.  To  what  do  you  attribute  the  -cause  of  this  in- 
crease? 

Mr.  Goodwin.  Ninety  per  cent  of  the  cost  of  building  tile  is  in — in 
clay  products  is  made  up  of  freight,  coal,  and  supplies. 
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The  Chairman.  What  is  the  coal  price  to-day  as  against  1914? 

Mr.  G(H)DwiN.  We  are  paying  at  the  present  time  $4.50  for  Iowa 
himp.  We  are  also  payinjj;  $5  a  ton  for  Iowa  lump.  We  are  unable 
at  present — we  burn  this  tile  with  steam  coal.  We  are  unable  at  pres- 
ent to  get  a  supply  of  steam  coal  only  at  $4  or  $4.50  a  ton  for  steam 
coal.  That  is  the  present  price,  with  the  freight  rate  on  that.  I'he 
price  in  1914  on  lump  was  $2  20— $2  to  $2.20. 

The  Chairman.  Delivered  to  you? 

Mr.  (t(X)dwin.  No,  sir;  at  the  mines.  Now,  our  freight  in  1914 
was  34  cents  on  lump,  28  cents  on  steam,  and  15  cents  from  still 
another  mine,  in  1914.  A  special  rate  on  that  was  given.  The  present 
rate  on  that  is  85  cents  to  $1.50  a  ton. 

The  Chairman.  So  that  the  coal  vou  are  using  to-dav  costs  vou 
125  per  cent  more  than  in  1914? 

Mr.  (toodwin.  I  think  considerably  more  than  125  per  cent.  I 
think  our  freight  rates  have  been  advanced  on  the  short-haul  com- 
modity on  the  first  movement  and  the  others  we  have  been  getting 
from  250  per  cent  to  300  per  cent  on  our  coal.  Now,  the  same  thing 
applies  on  the  delivery  of  clay  products,  only  not  quite  to  the  extent 
that  it  does  on  short-haul  coal.  For  instance,  our  average  freight 
rate  on  clay  products  in  1914  was  5  cents.  After  the  25  per  cent 
advance  our  freight  rate  averaged  7|  cents,  which  made  an  average 
advance  of  50  per  cent.  Then  after  the  35  per  cent  was  added,  it  was 
sufficient  to  make  our  average  approximately  112  per  cent  over  1914. 

The  Chairman.  So  with  additional  supplies  charges  additional 
freight  charges  and  your  additional  labor  charges  you  don't  see  very 
much  hope  of  reduction  in  the  price  of  your  commodity  to  the 
consumer,  do  you? 

Mr.  Goodwin.  Not  very  much.  I  want  to  say,  with  regard  to  labor 
costs,  our  labor  costs  in  1914  were  $1  per  ton  from  the  face  of  the 
clay  bank  to  the  road  ready  to  be  delivered.    To-day  it  is  $4  a  ton. 

The  Chair3ian.  Do  you  see  any  prospect  of  lowering  that  rate? 

Mr.  Goodwin.  Yes ;  1  do  see  a  pmspect  of  lowering  that  cost. 

The  Chairman.  But  not  back  to  the  1914  prices? 

Mr.  Goodwin.  No  ;  I  don't ;  not  right  away ;  no.  With  us,  of  course, 
at  present  we  are  confronted  with  the  proposition  of  getting  any 
business  at  all.  It  is  not  a  matter  of  what  we  are  going  to  make 
out  of  it,  but  of  getting  any  business.  We  have  piled  up  consider- 
able stuff  at  quite  a  high  cost.  We  can  not  see  much  prospect  of  56- 
cent  corn  bringing  us  much  business  when  the  stuff  we  sell  costs 
three  times  as  much  now  as  it  cost  him  in  1914  when  he  got  GO-cent 
corn.  You  see,  the  purchasing  power  of  the  farmer  has  been  cur- 
tailed, and  unless  something  can  be  done  by  the  Government  to  stimu- 
late the  sale  of  farm  products  at  a  better  price,  we  have  no  prospect 
much  of  business  opening  or  money  getting  more  plentiiul,  and 
this  particularly  because  it  comes  to  us  through  the  farmer  selling 
his  products.  Our  business  depends  upon  the  farmer  in  this  com- 
munity ;  unless  he  can  get  a  price  for  his  com  and  his  products  some- 
where near  the  price  that  he  has  to  pay  for  what  he  is  going  to  buy, 
there  can  not  be  much  opening. 

Mr.  Meyer.  Isn't  the  way  to  get  a  fair  price  to  get  a  fair  market? 
You  can  not  get  the  price  until  you  get  the  buyer,  can  you  ? 

Mr.  Goodwin.  You  have  to  open  up  a  market  for  our  surplus  stuff. 
I  think  that  Mr.  Wallace  said  something  that  fairly  expresses  our 
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condition  here  this  morning  when  he  said  that  when  we  bear  in 
mind  that  only  20  per  cent  of  our  corn  goes  out  of  the  State,  and 
the  remainder  is  fed  here,  and  when  we  have  a  big  surplus  of  com 
it  is  not  a  40  per  cent  surplus,  but  two  or  three  or  four  times  what 
they  want  immediately,  and  if  Europe  needs  this  stuff  and  we  can 
get  any  kind  of  credit  extended  to  Europe  to  move  this  stuff  to 
bring  the  farmers'  price  up  even  to  90  cents,  you  are  going  to  re- 
establish prosperity  in  the  Mississippi  Valley.  I  say  that  because 
I  am  the  owner  oi  farm  land  myself  and  can  look  at  it  from  the 
farmer's  standpoint. 

Mr.  Meyer.  What  did  you  say  that  the  retail  price  of  4-inch  tile 
is  now? 

Mr.  Goodwin.  The  wholesale  price  is  $50. 

Mr.  Meyer.  What  was  it  in  1914? 

Mr.  Goodwin.  $18  to  $21. 

Mr.  Meyer.  Then  it  has  gone  up  about  two  and  a  half  times— 
250  per  cent? 

Mr.  Goodwin.  Yes. 

Mr.  Meyer.  And  you  testified  that  your  coal  had  gone  up  250  per 
*cent? 

Mr.  Goodwin.  Yes. 

Mr.  Meyer.  And  your  freight  112  per  cent? 

Mr.  Goodwin.  Yes. 

Mr.  Meyer.  But  you  didn't  mention  how  much  your  labor  went  up. 

Mr.  Goodwin.  I  said  in  1914  it  cost  $1  a  ton  and  to-day  it  is  costing 
$4  a  ton. 

Mr.  Meyer.  400  per  cent. 

Mr.  Goodwin.  Yes,  sir. 

Mr.  Faxon.  I  will  call  Mr.  T.  W.  Carpenter,  of  the  Keystone  Coal 
.Mining  Co.,  as  the  next  witness. 

STATEMENT  OF  HB.  THOMAS  W.  CABPENTER.  EEPRESEKTINO 
EET8T0NE  COAL  MINING  CO.,  DES  MOINES,  IOWA. 

The  Chairman.  Mr.  Carpenter,  do  you  wish  to  make  a  statement 
-of  fuel  conditions  here,  or  would  you  prefer  to  have  us  ask  questions! 

Mr.  Carpenter.  I  would  prefer  to  have  you  ask  the  questions. 

The  Chairman.  You  are  engaged  in  the  mining  of  coal  ? 

Mr.  Carpenter.  Yes,  sir. 

The  Chairman.  In  this  State? 

Mr.  Carpenter,  In  Des  Moines — near  Des  Moines. 

The  Chairman.  The  mines  are  near  Des  Moines? 

Mr.  Carpenter.  Yes. 

The  Chairman.  And  do  your  mines  supply  this  market? 

Mr.  Carpenter.  Largely;  yes,  sir. 

The  Chairman.  What  is  the  output  of  your  mine  ? 

Mr.  Carpenter.-  I  have  two ;  the  combined  output  is  about  900 
ions  a  day. 

The  Chairman.  Yours  is  a  soft,  bituminous  coal? 

Mr.  Carpenter.  Yes,  sir. 

The  Chairman.  What  price  do  you  get  for  the  coal  at  the  mines? 

Mr.  Carpenter.  At  wholesale  it  runs  from  $3  for  the  screenings  to 
$5.50  for  the  8-inch  lump  or  domestic  lump.  The  railroads  pay  us 
$4.15  for  the  range  coal  that  they  use  for  locomotive  purposes. 


I 

RECONSTRUCTION   AND  PRODUCTION.  1135 

The  Chairman.  What  price  did  you  receive  for  this  same  coal 
in  1916? 

Mr.  Carpenter.  The  price  on  steam  coal  at  that  time  varied  very 
materially — all  the  way  from  50  cents  to  $1.25  per  ton.  The  rail- 
road coal,  my  recollection  is,  we  got  of  them  $2.60.  I  am  not  quite 
sure  that  is  exact,  but  that  is  my  recollection. 

The  Chairman.  So  that  the  price  paid  to  you  for  coal  at  the  mine 
has  increased  about  2(K)  per  cent? 

Mr.  Carpenter.  Yes;  I  think  so. 

The  Chairman.  What  elements  have  entered  into  that  increase? 

Mr.  Carpenter.  Labor  increases  and  the  cost  of  material. 

The  Chairman.  Just  tell  the  committee  how  much  the  cost  of  labor 
has  increased? 

Mr.  Carpenter.  There  have  been  three  advances  in  labor  since 
1916:  The  first  in  November,  1917,  when  Dr.  Garfield  set  the  price, 
and  then  in  April  of  this  year — I  beg  pardon,  in  December  of  last 
year  at  the  end  of  the  big  strike — and  then  April  of  this  year,  again 
on  the  1st  of  August,  retroactive  to  March  15.  There  have  been 
four  advances  instead  of  three. 

The  Chairman.  To  what  degree  have  wages  increased  in  your 
mines  ? 

Mr.  Carpenter.  We  paid  day  men  $2.90  a  day  in  1916;  we  are 
now  paying  them  $7.50  a  day.  Forty-seven  per  cent  of  our  force 
are  day  men ;  the  remaining  53  per  cent  are  diggers. 

The  Chairman.  You  are  paying  the  day  men  $7.50? 

Mr.  Carpenter.  Yes,  sir. 

The  Chairman.  Does  that  require  any  unusual  skill? 

Mr.  Carpenter.  Some  of  it  does — experienced  men. 

The  Chairman.  What  sort  of  help  do  you  have  at  the  mine  besides 
day  men? 

Mr.  Carpenter.  The  regular  diggers — the  men  who  shoot  the  coal 
down  and  lower  it  into  the  cars. 

The  Chairman.  What  wages  do  they  receive  per  day? 

Mr.  Carpenter.  We  paid  them  69  cents,  if  I  remember  right,  in 
1914-1916.  and  now  98^  cents. 

The  Chairman.  An  hour? 

Mr.  Carpenter.  Per  ton.  That  is  mine  run.  That  is  loading  after 
machines.  If  they  did  solid  shooting,  as  a  great  many  mines  do, 
without  undercutting  machines,  that  rate  would  be  $1.23^  now  per  ton. 
That  is  where  the  miner  shoots  it  from  the  face  without  the  aid  of 
a  mining  machine. 

The  Chairman.  Is  your  mine  operated  by  union  men? 

Mr.  Carpenter.  Yes,  sir;  entirely. 

The  Chairman.  Union  men? 

Mr.  Carpenter.  Yes,  sir. 

The  Chairman.  These  scales  were  fixed  after  consultation  with 
the  (lovernment  or  Government  representatives? 

Mr.  Carpenter.  The  last  one  not,  nor  the  April,  but  the  two  prior 
scales  were  fixed  by  the  Fuel  Administrator. 

The  Chairman.  Of  course,  these  high  rates  paid  have  tended,  as 
you  indicate,  almost  entirely  toward  the  increasing  of  the  cost  of 
your  products? 
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Mr.  Carpenter.  Yes ;  the  greater  part  of  it.    Of  course,  there  has  . 
been  a  very  large  increase  in  the  cost  of  supplies.    We  have  a  supply 
cost  at  our  mines  that  averages  about  60  cents  a  ton.    I  think  I  am 
safe  in  saying  that  that  didn't  exceed  25  or  30  cents  a  ton  four 
years  ago. 

The  Chairman.  Did  you  have  plenty  of  cars  this  summer  for  coal? 

Mr.  Carpenter.  The  Iowa  field  has  had  no  reason  to  complain  of 
our  supply  during  the  past  four  years.  There  are  isolated  cases 
when  wo  were  idle,  but  not  very  often,  and  that  is  because  we  are 
right  here  in  the  nearest  supply  of  coal  to  this  market  and  the  rail- 
roads  

The  Chairman  (interrupting).  What  is  a  fair  profit  to-day  for 
mining  a  ton  of  coal  ? 

Mr.  Carpenter.  What  is  a  fair  profit  for  mining  a  ton  of  coal? 

The  Chairman.  Yes. 

Mr.  Carpenter.  Net  profit  after  the  excess-profits  tax  has  been 
deducted  ? 

The  Chairman.  That  way,  if  you  wish. 

Mr.  Carpenter.  Well,  it  has  a  tax — it  has  a  cost — I  would  say  that, 
depending  upon  the  property  very  largely  how  much  a  man  comd  get,, 
to  from  25  to  50  cents  a  ton.  I  have  never  realized  25  cents  up  to 
date,  but  I  would  be  glad  to  get  that. 

The  Chairman.  You  would  be  glad  to  get  25  cents  per  ton  ? 

Mr.  Carpenter.  Net  profit  per  ton. 

The  Chair3ian.  After  paying  taxes  and  everything  else? 

Mr.  Carpenter.  Yes,  sir. 

The  Chairman.  To  operate  your  mines  at  a  profit? 

Mr.  Cari*enter.  AVhen  I  say  profit  I  mean  profit.  I  mean  that  is 
after  the  excess  and  income  taxes  are  paid  and  after  depreciation 
on  the  property — depreciation  for  taking  care  of  the  investment ;  but 
as  a  profit  alone  I  should  say  that  25  cents  would  be 'ample,  one 
year  after  another  and  one  day  after  another. 

The  Chairman.  The  prices  that  you  are  charging  now,  don't  they 
net  to  your  concern  more  than  25  cents  per  ton  ? 

Mr.  Carpenter.  I  made  up  a  statement  I  would  be  very  clad  to 
furnish  you  if  you  would  like  it  as  of  September  1,  covering  the  first 
eight  months  operation,  that  show  me  a  net  profit  of  19  cents. 

The  Chairman.  For  this  year's  business? 

Mr.  Carpenter.  For  this  year's  business ;  yes,  sir. 

The  Chairman.  At  the  prices  you  have  indicated? 

Mr.  Carpenter.  At  the  prices  1  have  told  you ;  yes,  sir. 

The  Chairman.  That  is  not  an  extortionate  profit. 

Mr.  Carpenter.  I  would  hate  to  stake  my  head  on  that  profit.  As 
an  illustration,  last  year  we  ran  fairly  steady  until  the  1st  of  Novem- 
ber. At  that  time  our  company  had  a  reasonable  profit  on  the  year's 
business.  Beginning  November  1  and  continuing  until  the  16th  of 
December,  we  had  a  strike,  and  we  wound  up  the  year's  business* 
1919,  with  a  deficit  of  $3,700,  showing  what  a  six-weeks'  interruption 
in  business  would  do,  and  that  is  something  that  a  coal  operator 
always  carries  in  his  mind. 

The  Chairman.  Were  you  able  to  sell  any  coal  at  what  we  in  the 
East  call  "spot-price"  during  the  recent  year? 

Mr.  Carpenter.  I  don't  know  that  I  quite  understand  the  ques- 
tion, Senator  Calder. 
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The  Chairman.  In  the  East  most  of  the  consumers  of  coal  con- 
tract for  a  year's  supply,  but  in  many  cases  during  the  past  summer 
they  were  unable  to  get  more  than  half  of  their  immediate  needs,, 
which  required  them  to  go  out  and  buy  in  the  market.  There  was 
apparently  a  great  shortage  of  coal.  These  men  had  contracts  for 
coal  at  $4  or  $5  a  ton  at  the  mine,  but  were  required  to  pay  $10  and 
$12  a  ton  for  spot  coal. 

Mr.  Carpenter.  The  highest  price  we  have  received,  and  that 
doesn't  exceed  a  half  dozen  cars,  was  $5.75,  and  those  cases  were 
where  men  came  in  who  were  not  customers  of  ours.  For  illustra- 
tion, a  dredger  came  in  and  said, "  If  I  can  not  get  a  load  of  coal  im- 
mediately I  will  have  to  shut  that  dredge  down  at  great  loss  to  me 
and  I  want  a  carload  of  coal."  I  had  plenty  of  orders  on  the  book 
at  the  time,  but  I  said  "All  right,  I  will  accommodate  you ;  I  will  ask 
you  $5.75  for  it,"  and  that  was  25  cents  above  the  price  my  customers 
were  paying  that  were  entitled  to  the  coal.  About  half  a  dozen  such 
cases  have  occurred  and  I  have  got  $5.75,  but  in  all  other  cases  it  is 
$5.50. 

The  Chairman.  That  is  the  highest  price  for  coal  you  have  re- 
ceived at  the  mine,  $5.50? 

Mr.  Carpenter.  Yes,  sir ;  in  carload  lots. 

Mr.  Faxon.  Mr.  Chairman,  we  will  call  now  Mr.  George  A.  Smith, 
manager  of  the  Pittsburgh-Des  Moines  Steel  Co. 

STATEMENT  OF  HK.  OEOKOE  A.  SMITH,  MANAGES,  PITTSBUEOH- 

DES  MQINES  STEEL  CO. 

The  Chairman.  Mr.  Smith,  have  you  a  statement  that  you  would 
like  to  make  to  the  committee,  or  would  you  prefer  to  have  us  ask  you 
questions  ? 

Mr.  Smith.  There  is  only  one  statement  that  I  would  merely  offer 
as  indicating  fundamentally  something  that  is  wrong  with  the  build- 
ing industry  in  this  country,  and  that  is  it  is  largely  seasonal  busi- 
ness. If  there  was  some  way  in  which  the  building  industry  could 
be  spread  out  and  make  it  a  yearljr  business,  instead  of  seasonal  busi- 
ness, I  believe  it  would  greatly  improve  efficiency  all  around  and 
lower  prices  and  make  it  more  satisfactory  to  all  concerned.  With 
the  laboring  man  that  is  particularly  true.  Ix>ts  of  them  work  only 
six  or  seven  months  a  year  and  then  take  up  other  work  to  carry  them 
through  the  winter. 

The  Chairman.  The  reason  that  it  is  seasonal  is  because  of  the  fact 
that  the  weather  interferes. 

Mr.  Smith.  That  is  true. 

The  Chairman.  How  can  we  change  that? 

Mr.  Smith.  The  building  is 

Senator  Kenton.  Didn't  we  change  the  time? 

Mr.  Smith  (continuing).  Building  is  carried  on  to  some  extent 
through  the  winter  season,  and  it  is  a  practice  in  the  business  which  is 
fundamentally  wTong  and  I  think  eventually  could  be  changed. 

The  Chairman.  I  quite  agree  with  you  that  if  we  could  arrange 
to  keep  the  bricklayer  employed — who  usually,  I  venture  the  state- 
ment, doesn't  work*  more  than  20  hours  a  week  the  year  around — it 
would  be  a  splendid  thing;  but  I  wonder  how  we  could  do  that. 
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Senator  Kenyon  has  spoken  of  the  saving  of  daylight.  We  passed 
a  bill  in  Congress  to  conserve  our  daylight.  I  was  sponsor  for  that 
bill  and  thought  it  would  revolutionize  things  generally,  and  after  it 
was  passed  Senator  Kenyon  came  home  to  Iowa,  and  on  his  return 
to  Washington  said  if  that  bill  wasn't  repealed  he  wouldn't  be  allowed 
to  go  home  again  the  following  winter. 

Senator  Kenyon.  And  then  we  repealed  it. 

Mr.  Smfth.  I  was  just  stating  this  is  a  condition  which  has  a  lot 
to  do  with  the  building-trades  industry — the  high  costs.  It  is  in 
the  manufacturing  of  the  lines  affecting  building  materials,  and  it  is 
in  the  final  production  of  the  building  itself,  wnere  you  work  from 
six  to  eight  months  a  year  and  call  it  a  year's  Dusiness. 

The  Chairman.  I  am  sure  that  is  true,  but  I  don't  know  how  it 
<can  be  changed. 

Mr.  Smith.  That  is  something  I  am  not  here  to  suggest,  but  that 
is  something  that  makes  the  building  trades,  as  well  as  the  manu- 
facturer of  other  lines  which  aren't  necessarily  used  in  building,  an 
identical  proposition. 

The  Chairman.  You  fabricate  steel,  do  I  understand  ? 

Mr.  Smith.  We  fabricate  the  frame  of  buildings,  and  sometimes 
«rect.    We  don't  always  erect  the  frame  ourselves. 

The  Chairman.  Do  you  contract  to  do  that  here  ? 

Mr.  Smith.  Yes. 

The  Chairman.  What  is  the  cost  of  steel  construction  to-day  as 
compared  to  what  it  was  four  or  five  years  ago? 

Mr.  Smith.  Well,  it  is,  I  should  say,  about  125  per  cent  higher, 
depending  upon  the  class — different  classes  of  work. 

The  Chairman.  Do  you  see  any  evidence  of  reduction  in  the  cost 
of  steel  ? 

Mr.  Smith.  In  certain  lines ;  yes.  In  the  general  line  of  building 
steel  I  don't  think  there  will  be  any  great  reduction  for  some  time. 

The  Chairman.  You  see  no  prospect  for  any  considerable  reduc- 
tion in  the  near  future? 

Mr.  Smith.  Not  over  the  prices  which  are  fundamental  prices 
which  we  now  have.  There  has  been  during  the  past  two  years — 
the  United  States  Steel  Corporation,  for  instance,  has  maintained 
the  same  price  since  the  reduction  they  made  following  the  war; 
thev  have  not  changed  it. 

'the  Chairman.  And  there  is  no  notice  out  to  you  that  prices  will 
be  lower? 

Mr.  Smith.  Except  from  the  manufacturers  who  have  been  getting 
premiums  for  their  product ;  they  are  settling  back  to  the  corporation 
price.    That  is  about  the  only  change. 

Mr.  Miller.  Has  the  price  of  finished  product  been  increased  by 
the  irregularities  of  the  receipt  of  your  material  from  the  mills 
through  difficulties  of  transportation  during  the  last  spring  and 
summer? 

Mr.  Smith.  Oh,  yes ;  very  materially. 

Mr.  Miller.  In  other  words,  you  could  produce  the  finished  prod- 
uct cheaper  had  you  had  your  materials  delivered  to  you  with  ideal 
transportation? 

Mr.  Smith.  It  would  have  had  this  effect,  to  permit  more  regular 
working  conditions  instead  of  being  broken  up  and  changing  xrom 
one  piece  of  work  to  another. 
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Mr.  Mtlljjr.  It  might  make  a  difference  of  20  per  cent  in  the  cost 
of  your  finished  product,  possibly  ? 

Mr.  Smith.  It  depends  upon  the  conditions  surrounding  it  at  the 
time. 

Mr.  Miller.  Still,  you  have  to  allow  for  that  in  making  your  bid? 

Mr.  Smith.  We  have  to  take  the  result  of  our  experience  over  a 
year's  business  in  figuring  up.  and  to  anticipate,  too,  as  to  the  next 
year,  and  it  all  affects  nearlv  all  phases  of  it. 

Mr.  Miller.  You  never  had  poor  transportation  during  the  past 
season  ? 

Mr.  Smith.  Up  to  the  past  six  or  eight  weeks. 

1  XT  C 

Mr.  Miller.  More  than  vou  have  had  before  ? 

Mr.  Smith.  At  times  it  is  worse  than  we  have  had,  and  other  times^ 
we  seem  to  have  good  service. 

Mr.  Miller.  Where  do  you  get  your  material  from,  the  Chicago 
district  or  Pittsburgh  ? 

Mr.  Smith.  The  Chicago  district  largely. 

Mr.  MrLLER.  How  long  does  it  take  at  the  most  to  get  a  carload  of 
material  from  Chicago? 

Mr.  Smith.  We  have  had  some  on  the  road  for  three  months  and 
others  on  the  road  three  weeks.  It  is  very  irregular.  It  never  has 
been 

Mr.  Miller  (interrupting).  How  much  has  the  freight  rate  in- 
creased on  that  since  June,  1918  ? 

Mr.  Smith.  On  steel? 

Mr.  Miller.  Yes.  How  much  does  it  cost  vou  to  bring  a  carload 
of  steel  to  Des  Moines  now  and  how  much  did  it  cost  you  before  ? 

Mr.  Smith.  Taking  the  Pittsburgh  rate,  which  is  figured  in  there^ 
I  believe  it  was  around  40  to  43  cents,  and  now  it  is  65  cents.  It  is 
about  50  per  cent,  I  should  say. 

Mr.  Miller.  That  includes  both  raises  of  June,  1918,  and  that  of 
August,  1920? 

Mr.  Smith.  Yes. 

The  Chairman.  Thank  you,  Mr.  Smith. 

Mr.  Faxon.  In  the  absence  of  Mr.  C.  B.  Condon,  secretary  of  the 
Hawkeye  Portland  Cement  Co.,  I  will  call  in  his  stead  Mr.  A.  C. 
Rankin. 

TESTIMONY  OF  MR.  ALEX  C.  EANKIN,  REPRESENTINa  THE 
HAWKEYE  PORTLAND  CEMENT  CO.,  DES  MOINES,  IOWA. 

The  Chairman.  Mr.  Kankin^  you  are  engaged  in  the  manufacture 
of  cement  in  Des  Moines,  I  beheve  ? 

Mr.  Rankin.  Yes,  sir ;  within  4  miles  of  here. 

The  Chairman.  Your,  concern  sells  most  of  the  cement  here  in  this 
market  ? 

Mr.  Rankin.  The  bulk  of  it. 

The  Chairman.  How  is  it  sold  ?  Do  you  sell  to  the  local  material 
men  or  to  the  builder  ? 

Mr.  Rankin.  In  some  cases  we  sell  direct  ^o  the  consumer,  as  well 
as  to  the  dealer  and  jobber;  it  depends  on  circumstances  and  condi- 
tions. 

The  Chairman.  What  is  the  output  of  your  plant,  Mr.  Rankin  ? 
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Mr.  Rankin.  The  capacity  is  a  million  and  a  quarter  barrels  a 
year.  The  output  sometimes  varies  from  that,  according  to  condi- 
tions. 

The  Chairman.  During  the  past  year  have  you  manufactured  up 
to  full  capacity? 

Mr.  Rankin.  In  1919  we  were  about  30  per  cent  below  capacity 
on  account  of  the  coal  strike  beginning  the  fore  part  of  November. 

X<7l<7. 

The  Chairman.  How  about  the  year  1920? 

Mr.  Rankin.  1920  will  be  up  within  10  per  cent  of  our  capacity. 

The  Chairman.  What  do  you  charge  for  cement  at  your  plant  out 
there,  Mr.  Rankin? 

Mr.  Rankin.  At  our  plant  to-day?  Well,  that  is  a  pretty  hard 
matter  to  tell.  Take  it  for  the  period,  say,  for  the  10  months  period, 
it  will  average  about  $2  a  barrel — perhaps  a  few  cents  along  $2  a 
barrel. 

The  Chairman.  Is  that  the  price  to  the  retailer  or  the  wholesaler 
or  the  jobber? 

Mr.  Rankin.  That  is  the  price  to  the  purchaser,  whoever  it 
may  be. 

The  Chairman.  Anyone  can  come 

Mr.  Rankin.  Well,  no;  there  are  people  sometimes  who  are  not 
desirable,  whose  credit  may  not  be  right,  and  we  sell  to  the  jobber  or 
dealer;  but  if  the  contractor  stands  all  right,  why,  we  sell  him 
direct. 

The  Chairman.  Xow,  that  is  the  price  at  the  plant  ? 

Mr.  Rankin.  That  is  the  manufacturers'  price. 

The  Chairman.  Then  the  price  delivered  in  the  city  of  Des  Moines 
on  the  job? 

Mr.  Kankin.  Well,  that  I  don't  know ;  that  is  handled  by  the  deal- 
ers, and  what  their  cost  is  of  hauling  and  distributing  and  disposing 
of  it  we  don't  know ;  we  have  no  jurisdiction  of  that ;  that  is  outside 

of  us. 

The  Chairman.  Didn't  you  say  a  moment  ago  that  you  sold  direct 

to  the  builder? 

Mr.  Rankin.  That  is,  on  board  cars,  and  he  handles  them  him- 
self ;  but  that  is  right  around  $2. 

The  Chairman.  Ton  will  sell  to  anybody  that  comes  along  that  is 

reputable  ? 

Mr.  Rankin.  Yes.  sir. 

The  Chairman.  But  you  don't  deliver  on  the  job? 

Mr.  Rankin.  No  ;  he  loads  it  on  cars. 

The  Chairman.  Did  I  understand  you  to  say  that  for  the  10  months 
of  this  year  the  price  averaged  a  little  less  than  $2  at  the  mill  ? 

Mr.  Kankin.  Yes,  sir. 

The  Chairman.  That  cement  is  sold  in  bags,  isn't  it? 

Mr.  Rankin.  Four  bags  to  the  barrel. 

The  Chairman.  And  when  you  said  a  little  less  than  $2  you  mean 

net? 

Mr.  Rankin.  Net  f ok.  the  cement,  not  mcludmg  the  bag. 

The  Chairman.  You  charge  $3  and  then  $1  for  the  bags? 

Mr.  Rankin.  Yes,  sir ;  25  cents  a  bag. 

The  Chairman.  When  the  bag  is  returned  it  is  redeemable  at  25 

•cents  ? 
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Mr.  Rankin.  Yes,  sir. 

The  Chairman.  What  was  the  prewar  price  of  cement — say,  1916? 

Mr.  Rankin.  1916  was  $1.32,  I  think. 

The  Chairman.  What  was  the  price  last  year? 

Mr.  Rankin.  $1.60  to  $1.85. 

The  Chairman.  From  $1.60  to  $1.85? 

Mr.  Rankin.  Yes,  sir. 

The  Chairman.  What  particular  items  enter  into  the  increased 
cost  from  $1.30  to  $2  ? 

Mr.  Rankin.  Coal  and  labor. 

The  Chairman.  What  increase  has  there  been  in  jour  coal  costs  ? 

Mr.  Rankin.  I  can  not  tell  exactly,  but  I  will  cite  an  illustration. 
We  are  paying  for  coal  purchased  from  outside  points  from  $4.50  to 
$5,  plus  freight,  varying  from  77  cents  to  $1.35,  as  against  an  average 
in  previous  years  or  about  $3  a  ton,  and  a  ton  of  coal  will  produce 
six  barrels  of  cement,  so  that  it  is  very  easily  calculated,  for  that  is 
one  element  that  materially  increased  the  cost. 

The  Chairman.  So  that  the  increased  cost  of  coal  has  been  $2.50 
a  ton,  and  a  ton  will  manufacture  six  barrels  of  cement,  which  means 
you  have  an  expenditure  of  40  cents  a  barrel  for  fuel  alone  ? 

Mr.  Rankin.  Yes,  sir. 

The  Chairman.  The  quantitv  of  fuel  required  in  your  plant  is 
greater  than  other  plants  we  have  investigated.  They  figured  at 
the  Universal  plant  about  20  cents  a  barrel  ^tween  prewar  days  and 
the  present  time. 

Mr.  Rankin.  It  may  have  had  some  particularly  advantageous  coal 
contracts. 

The  Chairman.  The  labor  costs  how  much  of  that  increase? 

Mr.  Rankin.  I  don't  know ;  but  I  would  imagine  20  per  cent. 

The  Chairman.  Twenty  per  cent? 

Mr.  Rankin.  Do  you  mean  1920  or  1919? 

The  Chairman.  1916. 

Mr.  Rankin.  Oh,  more  than  that.    At  least  40  per  cent. 

The  Chairman.  Are  cement  prices  hereabout  or  at  your  mill  fixed 
by  any  organization — any  cement  association  ? 

Mr.  Rankin.  We  fix  our  own  prices;  I  don't  know  what  others  do, 
but  we  make  our  own  prices. 

The  Chairman.  Is  there  any  other  cement  manufacturers  that  sup- 
ply this  market  besides  yourselves? 

Mr.  Rankin.  Yes,  sir;  mills  at  Mason  City,  Iowa;  La  Salle  and 
Dixon,  111.,  and  Hannibal,  Mo. 

The  Chairman.  Isn't  the  price  uniform  in  all  these  plants? 

Mr.  Rankin.  I  understand  not;  I  understand  that  the  plant  at 
Hannibal  is  getting  27  cents  more  a  barrel  to-day  than  we  are  get- 
ting here. 

The  Chairman.  There  is  some  understanding  between  these  dif- 
ferent plants  as  to  price  ? 

Mr.  Rankin.  Not  that  I  know  of.  If  there  was,  there  wouldn't 
be  a  variation  of  27  cents  a  barrel  between  two  competing  companies. 

The  Chairman.  But  the  consumer  insists  if  you  are  closer  to  the 
source  of  supply  thoy  should  get  the  advantage  of  the  price. 

Mr.  Rankin.  You  should  get  the  advantage  of  your  geographical 
location. 
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The  Chairman.  You  want  the  committee  to  understand,  Mr.  Ran- 
kin, that  there  is  no  agreement  or  understanding  or  trade  arrange- 
ment between  the  cement  manufacturers  hereabouts? 

Mr.  Rankin.  I  do  not  say  that  is  not  so  in  the  East,  but  so  far  as 
I  imow  our  company  is  in  no  combination  in  restraint  of  trade,  if 
that  is  w^hat  you  mean. 

The  Chairman.  I  don't  want  to  quite  call  it  that,  but  among  men 
who  construct  buildings  there  is  a  feeling  that  material  men — manu- 
facturers and  material  men  generally — have  an  arrangement  in  which 
the  price  is  being  held  up.  In  New  York  we  are  having  an  investi- 
gation which  is  disclosing  the  fact  that  there  has  been  such  an 
understanding. 

Mr.  Rankin.  That  is  why  I  say  I  don't  know  about  New  York, 
but  I  do  know  about  ourselves,  and  ourselves  onlv: 

The  Chairman.  And  you  are  sure  that  there  is  no  such  thing  here  ? 

Mr.  Rankin.  No;  the  proof  is  as  I  illustrate  it,  that  the  concern 
competing  with  us  is  selling  its  product  27  cents  higher  per  barrel 
than  we  are  getting. 

The  Chairman.  Do  you  see  any  prospect  of  a  reduction  in  the 
price  of  cement  to  the  consumer? 

Mr.  Rankin.  Not  untess  labor  and  fuel  go  down. 

The  Chairman.  Do  you  see  any  evidence  on  the  part  of  labor  to 
agree  to  a  reduction  in  wages? 

Mr.  Rankin.  Not  without  a  corresponding  decrease  in  the  cost  of 
living. 

Mr.  Miller.  Has  the  shortage  of  transportation  handicapped  your 
business  during  the  past  year? 

Mr.  Rankin.  Yes,  sir;  it  has. 

Mr.  Miller.  You  found  it  difficult  in  delivering  your  goods  to 
customers  on  account  of  the  shortage  of  transportation  ? 

Mr.  Rankin.  Yes,  sir. 

Mr.  Miller.  Did  you  experience  any  difficulty  in  getting  lime- 
stone on  account  of  the  shortage  of  transportation  ? 

Mr.  Rankin.  On  two  or  three  occasions  only. 

Mr.  Miller.  Any  difficulty  in  getting  coal? 

Mr.  Rankin.  Yes. 

Mr.  Miller.  If  you  had  free  and  ideal  transportation,  you  coul<l 
produce  cement  for  a  little  less,  possibly  ? 

Mr.  Rankin.  Yes. 

The  Chairman.  Thank  you,  Mr.  Rankin. 

Mr.  P'axon.  We  wdll  now  call  Mr.  I.  T.  Stelle,  manager  of  the 
Granette  Products  Co. 

STATEMENT  OF  ME.  IRA  T.  STELLE,  MANAGER,  ORANETTE 

PRODUCTS  CO.,  DES  MOINES,  IOWA. 

The  Chairman.  The  committee  is  pleased  to  have  you  appear  here 
and  will  hear  your  statement  at  this  time. 

Mr.  Stelle.  My  evidence  would  be  more  largely  in  the  interest  of 
the  Iowa  Concrete  Products  Association.  We  have  about  300  manu- 
facturing plants  in  the  State  manufacturing  concrete  products.  That 
is  divided  into  the  silo  stave  manufacturers,  brick  and  hollow  tile 
and  block  manufacturers,  and  tile  and  pipe  manufacturers.     Now, 
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the  reports  that  come  to  my  office  indicate  that  the  manufacturers 
of  concrete  proflucts  are  rather  between  the  devil  and  the  deep  sea. 
On  the  one  hand,  building  has  been  cut  off  because  of  the  shortage  of 
finances.  There  has  been  80  per  cent  of  the  consolidated  high-school 
projects  abandoned  this  year  because  of  their  inability  to  raise  fin- 
ances— to  sell  their  bonds.  On  the  other  hand,  there  has  been  a  ma- 
terial shortage  in  the  supply  of  cement.  That  is  the  reports  that 
come  to  my  desk,  so  that  is  the  condition  we  find  ourselves  in.  The 
smaller  producers  of  concrete  products  do  not  seem  to  be  as  able  to 
get  cement  as  some  of  the  larger  producers.  As  to  the  transporta- 
tion, it  seems  to  me  there  has  been  some  favoritism  shown  in  some 
of  the  industries,  and  a  lack  of  supply  to  other  industries.  Cement, 
I  believe,  has  been  supplied  to  highway  construction  in  preference 
to  building  construction.  That  is  the  best  data  we  can  gather  from 
the  different  manufacturers  of  concrete  products. 

The  Chairman.  Have  you  any  reason  to  believe  that  a  combina- 
tion exists  between  cement  manufacturers  to  fix  prices? 

Mr.  Stelle.  I  couldn't  give  an  intelligent  answer  on  that,  because 
I  couldn't  back  it  up ;  but  I  am  inclined  to  believe  so,  but  I  can  not 
say  that  it  is  so. 

Senator  Kenton.  What  indications'are  there  that  lead  you  to  that 
belief? 

Mr.  Stelle.  Well,  the  fact  that  I  am  not  sure  that  their  prices  are 
all  the  same  to  all  the  producers.  I  am  a  manufacturer  of  concrete 
products  mjself  and  we  have  paid  as  high  as  $4  a  barrel  for  gray 
cement,  while  we  are  now  paying  $12.20  for  white  cement.  We  use 
considerable  white  cement  in  the  manufacture  of  our  products.  I 
don't  know  if  there  are  others  paying  any  less  than  that,  but  reports 
coming  in  to  this  committee  indicate  that  they  are  selling  for  less 
than  that.  I  don't  know  that  there  is  a  combine,  Senator;  I  can 
not  answer  that  question  at  all. 

The  Chairman.  You  know  we  are  out  here  to  help  the  construction 
industry  if  we  can. 

Mr.  Stelle.  Exactly;  I  would  be  glad  to  give  you  any  informa- 
tion if  I  had  it. 

The  Chairman.  And  I  know  how  diffident  you  men  are  to  tell 
those  things,  if  you  know  them;  but  you  are  amply  protected  here 
by  the  fact  that  you  are  a  witness  before  a  Senate  committee,  and 
we  want  only  information  based  upon  facts. 

Mr.  Stelle.  If  we  call  up  one  concern  and  ask  for  the  price  of  ce- 
ment, why,  we  are  given  a  certain  quotation,  and  if  we  call  the  com- 
petitive concerns  we  are  given  the  same  figures. 

Senator  Kenyon.  That  might  be  only  a  happenstance. 

Mr.  Stelle.  Possibly. 

Senator  Kenyon.  And  if  you  call  up  three  or  four,  do  you  get  the 
same  prices? 

Mr.  Stelle.  Yes,  sir. 

Senator  Kenyon.  How  long  has  that  been  true  ? 

Mr.  Stelle.  That  has  been  true  during  my  experience  in  the  con- 
crete business. 

Senator  Kenyon.  How  long  has  that  been  ? 

Mr.  Stelle.  Which  only  extends  over  a  couple  of  years. 
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The  Chairman.  Has  there  been  any  suggestion  on  the  part  of  any- 
one who  uses  your  product  that  the  same  complaint  could  be  made 
against  you? 

Mr.  Stelle.  We  are  the  only  manufacturers  of  our  particular  prod- 
uct in  the  country,  so  that  if  there  is  a  combination  it  rests  with  us. 

The  Chairman.  That  lets  you  out? 

Mr.  Stelle.  That  lets  us  out.  We  are  making  a  special  trim  prod- 
uct, architectural  trim,  that  goes  into  the  coping  and  cornice  of 
buildings. 

The  Chairman.  You  had  a  pretty  busy  year? 

Mr.  Stelle.  We  have  had  thousands  of  dollars  of  business  offered 
to  us  that  we  couldn't  take  care  of,  because  we  were  not  yet  equipped 
to  take  care  of  it ;  we  are  a  new  concern. 

The  Chairman.  You  see  some  evidence  now  of  possible  business 
falling  off — demands  on  you  for  your  product — a  lessening? 

Mr.  Stelle.  Yes ;  yes.  There  are  only  two  projects  under  way  now 
in  the  State  in  the  way  of  school  buildmg.  There  is  a  material  fall- 
ing off. 

Senator  Kenyon.  There  has  been  a  great  many  high-school  build- 
ings voted  in  the  State? 

Mr.  Stelle.  Yes. 

Senator  Kenyon.  And  they  are  being  delayed  on  account  of  prices! 

Mr.  Stelle.  Yes,  sir. 

Senator  Kenyon.  Well,  during  those  two  years  has  there  been  a 
time  that  you  could- call  up  different  distributors  of  cement  and  get 
-any  different  prices  for  the  same  thing? 

Mr.  Stelle.  No,  sir. 

Senator  Kenyon.  That  is  why  you  smiled  when  you  were  asked 
about  a  combination,  isn't  it? 

Mr.  Stelle.  Yes,  sir. 

The  Chairman.  That  is  all. 

Mr.  Faxon.  Mr.  Chairman,  we  will  hear  from  Mr.  R.  C.  Fletcher, 
of  the  Iowa  Sand  and  Gravel  Dealers'  Association,  and  what  he  will 
say  will  have  some  reference  to  highway  construction  as  well  as  other 
matters. 

STATEICENT  OF  MR.  KAND  C.  FLETCHER,  SECRETABT,  IOWA  SAND 

&  GRAVEL  DEALERS'  ASSOCIATION. 

Mr.  Faxon.  I  wish  to  call  your  attention  to  a  letter  which  came 
in  my  care  this  morning,  evidently  from  some  of  your  fraternity, 
which  I  would  like  to  have  you  look  over  before  you  testify. 

Mr.  Fletcher.  That  is  in  reference  to  a  matter  that  we  will 
speak  on. 

The  sand  and  gravel  man  heretofore  has  been  looked  upon  as  not 
very  much  of  a  business :  a  great  many  people  havp  the  idea  that  all 
they  have  to  do  is  dig  a  little  sand  out  of  the  ground  and  put  it  into 
a  building,  while  the  facts  of  the  case  are  that  sand  is  the  foundation 
of  all  building  construction.  The  sand  and  gravel  people  of  Iowa 
have  suffered,  I  presume,  more  than  any  other  industry  on  account 
of  car  shortage.  I  think  you  gentlemen  know  that  we  have  been  be- 
fore the  Interstate  Commerce  Commission  with  evidence  to  prove 
that  the  shortage  of  cars  was  one  of  the  great  hindrances  of  the  build- 
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in^  industry  and  the  closing  down  of  many  projects,  both  roads  and 
buildings. 

Mr.  Faxon.  This  committee  arranged  that  hearing,  and  they 
wouldn't  hear  you,  but  we  will. 

Mr.  Fletcher.  I  personally  made  three  trips  to  Washington  in 
that  matter. 

Senator  Kenton.  Did  you  get  the  hearing? 

Mr.  Fletcher.  Yes ;  but  we  could  get  no  results  from  any  appeal 
to  the  Interstate  Conmierce  Commission,  and  without  a  doubt  we 
prove  that  we  were  suffering,  building  was  suffering — homes  and 
schoolhouses  and  all  classes  of  building. 

Senator  Kenton.  Did  they  take  the  cars  and  use  them  for  other 
purposes? 

Mr.  Fletcher.  Y^  sir. 

Senator  Kenton.  Coal? 

Mr.  Fletcher.  Coal  and  other  things. 

Senator  Kenton.  Do  you  believe  the  Interstate  Commerce  Com- 
mission should  have  that  power? 

Mr.  Fletcher.  I  do  not. 

Senator  Kenton.  Do  you  favor  leaving  that  to  the  railroads  them- 
selves? 

Mr.  Fletcher.  I  believe  the  railroads  are  better  capable  of  han- 
dling it ;  that  is  my  personal  opinion. 

Senator  Kenton.  Do  you  think  there  has  been  discrimination  of 
the  Interstate  Commerce  Commission  against  your  business? 

Mr.  Fletcher.  I  personally  couldn't  say,  but  we  feel  that  we 
haven't  had  our  share  of  the  equipment. 

Senator  Kenton.  Where  has  that  equipment  gone  that  you  felt 
vou  should  have  had? 

Mr.  Fletcher.  Well,  in  the  first  place,  we  feel  that  this  equipment 
has  not  moved  as  it  should ;  we  feel  that  a  lot  of  this  equipment  was 
loaded  and  standing  on  sidetracks.  I  think  we  produced  evidence  to 
that  effect. 

The  Chairman.  The  coal  speculators  of  the  country  took  advan- 
tage of  the  coal  priorities  of  the  Government  to  utilize  facilities  to 
store  coal,  and  then  when  the  chance  came  sold  the  coal  at  higher 
prices  than  they  were  entitled  to  ? 

Mr.  Fletcher.  I  think  they  sent  coal  cars  east  faster  than  they 
were  capable  of  unloading  them.  I  think  in  some  cases  the  terminals 
were  blocked  with  empty  equipment.  For  instance,  when  we  got  an 
order  here  to  ship  so  many  thousand  cars  east,  they  shipped  those 
cars  empty  as  quickly  as  they  could  produce  them,  as  many  as  sev- 
eral hundred  cars  per  day,  and  we  made  an  appeal  to  only  ship  the 
cars  east  as  fast  as  thev  could  use  them,  but  were  refused. 

Senator  Kenton.  We  found  that  Baltimore  had  about  5,000  cars 
loaded  with  coal  waiting  for  shipment  abroad. 

Mr.  Fletcher.  Yes ;  I  think  that  condition  existed  extensively. 

The  Chairman.  Are  you  getting  more  cars  to-day? 

Mr.  Fletcher.  Well,  there  are  more  cars  to-day,  but  there  is  no 
place  to  put  them ;  in  this  locality  the  gravel  and  sand  is  loaded  and 
washed.    We  use  a  great  deal  of  water;  we  elevate  it  up  and  separate  " 
it  and  treat  it,  and  naturally  when  it  freezes  our  plants  are  out  of 
commission.    My  plant  to-day  is  out  of  commission  for  the  season. 
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You  can  run  only  six  or  seven  months  a  year,  and  in  the  winter  we 
have  no  use  for  cars.  Building,  of  course,  has  fallen  off  to  such  an 
extent  that  there  is  practically  no  business,  anyhow.  Even  the  high- 
way work,  as  I  understand  it,  has  suffered.  Where  they  had  projects 
for  150  miles,  about  50  miles  are  completed,  largely  because  of  the 
want  of  material.  Of  course,  the  building  industry  has  been  crippled 
by  financial  conditions. 

The  Chairman.  Mr.  Fletcher,  you,  of  course,  furnish  sand  and 
gravel  for  road  building? 

Mr.  Fletcher.  Yes,  sir. 

The  Chairman.  Several  witnesses  to-day  have  referred  to  the  fact 
that  public  works  have  ceased  because  of  the  inability  to  float  bonds^ 
as  I  understand  it ;  to  float  school-bond  issues  and  road-bond  issues. 
Are  you  familiar  at  all  with  these  flotations  of  bonds  by  the  States 
or  localities? 

Mr.  Fletcher.  I  think  that  is  true  in  city  work.  However,  the 
State  highway  commission,  as  I  understand  it,  has  plenty  of  money 
to  go  ahead — Government  money — but,  as  I  understand  it,  the  city 
work  and  such  as  that  has  been  a  matter  we  have  to  face  because  of 
shortage  of  finances. 

The  Chairman.  I  thought  there  was  a  very  ready  market  for  city 
or  State  or  municipal  bonds,  because  that  sort  of  security  is  free  from 
anv  Government  taxation. 

Mr.  Fletcher.  As  I  understand  it,  there  is  no  ready  market  for 
that. 

The  Chairman.  The  secretary  suggests  it  is  because  the  State  has 
fixed  a  very  low  rate  of  interest. 

Mr.  Faxon.  The  limitation  is  6  per  cent,  and  it  cripples  municipal- 
ities in  disposing  of  their  securities. 

The  Chairman.  And  it  must  be  sold  for  not  less  than  par,  and  it 
must  draw  only  5  per  cent.  These  increased  freight  rates  hit  your  in- 
dustry very  hard? 

Mr.  Fletcher.  Very  hard. 

The  Chairman.  As  I  understand  it,  the  freight  rates  since  June* 
1916,  have  been  increased  150  per  cent? 

Mr.  Fi^TCHER.  In  some  cases  it  has. 

The  Chairman.  Sand  and  gravel  men  in  Chicago  yesterday  testi- 
fied that  the  rates  there  had  increased  from  65  cents  before  the  war 
to  $1.80  to-day  for  carrying  cement  into  the  Chicago  market. 

Mr.  Fletcher.  It  perhaps  did  in  some  commodity  rates.  I  have 
a  little  blue  print  here  that  illustrates  the  increase.  This  solid  line 
here  indicates  the  rate  prior  to  the  war,  and  this  broken  line  shows 
it  to-day.  This  represents  cents  per  mile,  and  this  represents  miles. 
This  is  on  a  300-mile  haul  that  it  has  increased,  and  you  will  also 
see  the  increases  on  the  short  haul.  This  is  the  line  that  we  draw 
showing  the  40  cents  a  ton  flat  increase,  and  it  about  divides  the 
difference  between  the  greater  increase  for  the  short  haul  and  the 
loss  on  the  long  haul.  Unfortunately,  southwestern  Iowa  hasn*t 
sand  or  gravel,  and  perhaps  Des  Moines  is  the  nearest  point  to  south- 
western Iowa  for  that  material. 

The  Chairman.  You  people  have  an  organization  of  sand  and 
gravel  men,  Mr.  Fletcher? 

Mr.  Fletcher.  Yes,  sir. 
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The  Chairman.  Has  your  association  an  arranfrement  by  Avhich 
prices  are  fixed? 

Cr.  Fletcher.  No,  sir. 

The  Chairman.  Or  the  supply  fixed,  either  by  limitation  or  other- 
Tvise? 

Mr.  Fletcher.  No,  sir. 

The  Chairman.  Has  there  been  an  arran^rement  between  the  sand 
and  irravel  men  of  any  association  of  which  you  are  a  member,  or 
have  you  ever  heard  oi  any  association  doinp  business  in  this  part  of 
the  country  whei^e  there  is  a  price  fixed  or  supply  fixed  here  in  Des 
Moines  ? 

Mr.  Fletcher.  Not  to  my  knowledge. 

The  Chairman.  No  such  situation  exists  in  this  market? 

Mr.  Fletcher.  No,  sir. 

Senator  Kenyon.  I  am  interested  in  what  you  say  about  taking 
from  the  Interstate  Commerce  Commission  the  power  to  make  the^e 
orders.  Might  there  not  be  times  when  it  was  essential  that  the 
<*ommission  have  some  such  power? 

Mr.  Fletcher.  I  think  in  extreme  cases  such  as  suffering  for  the 
want  of  fuel.  I  don't  believe  that  there  is  any  sand  or  gravel  men 
would  have  a  word  to  say  if  others  were  suffering. 

Senator  Kenyon.  You  favor  changing  the  law  in  that  respect  ? 

Mr.  Fletcher.  I  would.  Some  of  our  gravel  plants  have  received 
as  much  as  20  per  cent  of  their  requirements  of  cars  this  year,  and 
they  have  large  investments  in  the  gravel  business.  There  is  a  great 
deal  of  money  in  Iowa  invested  in  the  sand  and  gravel  business — 
several  millions  of  dollars. 

Senator  Kenyon.  And  a  great  deal  of  that  is  borrowed  capital, 
4ind  they  must  meet  their  obligations? 

Mr.  Fletcher.  Yes,  sir. 

Senator  Kenyon.  And  if  they  can  not  get  the  cars  they  can  not 
carry  on  the  work? 

M^r.  Fletcher.  Yes,  sir.  I  understand  that  a  great  many  of  the 
«and  and  gravel  men  are  in  very  difficult  straits  on  account  of  no  cars 
being  on  nand  and  being  unable  to  meet  their  obligations  and  not 
being  able  to  market  their  stuff. 

Senator  Kenyon.  Your  question  is  a  transportation  question  ? 

Mr.  Fletcher.  Yes,  sir. 

The  Chairman.  How  far  are  your  pits  from  Des  Moines  ? 

Mr.  Fletcher.  My  pit  is  about  16  miles. 

The  Chairman.  What  do  you  sell  sand  for  here  in  this  market  ? 

Mr.  Fletcher.  We  get  75  cents  a  ton  at  the  plant. 

The  Chamman.  Seventy-five  cents  a  ton  at  the  plant? 

Mr.  Fletcher.  Yes,  sir. 

The  Chairman.  Just  how  much  is  that  bulk — a  yard  ? 

Mr.  Fletcher.  It  takes  a  ton  and  a  half  for  a  yard. 

The  Chairman.  Seventy-five  cents? 

Mr.  Fletcher.  For  sand,  and  we  get  $1.50  for  the  gravel. 

The  Chairman.  A  ton  ? 

Mr.  Fletcher.  A  ton ;  yes,  sir. 

The  Chairman.  And  this  sale  of  75  cents  a  ton,  it  would  take- 

Mr.  Fletcher.  It  takes  a  ton  and  a  half  for  a  yard. 

The  Chairman.  About  $1.13  a  yard? 
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Mr.  Fletcher.  Yes. 

The  Chairman.  What  would  that  cost  delivered  in  the  cars  in  Des 
Moines,  do  you  know  ?    What  is  the  freight  rate  to  Des  Moines  ? 

Mr.  Fletcher.  Our  present  freight  rate  is  42J  cents  per  ton.  We 
are  located  on  an  interurban  line,  and  our 

The  Chairai AN.  What  did  that  cost  before  June,  1918  ? 

Mr.  Fletcher.  Forty  cents  was  our  price  at  the  plant ;  40  cents  for 
sand  and  $1  for  the  gravel. 

The  Chairman.  Forty  cents  a  ton? 

Mr.  Fletcher.  Yes,  sir. 

The  Chairman.  That  would  be  60  cents  a  yard? 

Mr.  Fletcher.  Yes,  sir. 

The  Chairman.  What  was  your  freight  rate  a  ton  into  Des  Moines 
before  the  war,  and  what  is  it  now  ? 

Mr.  Fo:tcher.  We  had  a  rate  at  that  time  of  25  cents  a  ton.  That 
is  a  special  commodity  rate  given  by  the  electric  line  that  we  are 
located  on. 

The  Chairman.  And  you  still  have  that  special  rate  ? 

Mr.  Fletcher.  We  have  42J  cents  a  ton  now. 

The  Chairman.  So  that  it  increased.  Is  that  the  rate  previous  to- 
June,  1918? 

Mr.  Fletcher.  Twenty-five  cents  previous  to  1918 ;  previous  to  the 
General  Order  No.  28. 

The  Chairman.  So  that  the  rate  has  only  increased  17  cents  be- 
tween your  plant  and  Des  Moines  ? 

Mr.  Fletcher.  Yes. 

The  Chairman.  Well,  how  about  this  statement  that  the  rate,  the 
freight  rate  on  sand  and  gravel  generally  has  increased? 

mr.  Fletcher.  That  is  not  a  rate  basis ;  that  is  a  special  rate.  We 
are  located,  as  I  said,  on  a  small  electric  line.  The  rates  are  con- 
siderably different.  For  instance,  prior  to  General  Order  No.  28,  for 
a  5-mile  haul  the  charge  was  25  cents  a  ton ;  now  it  is  42^  cents,  that 
is  for  5  miles,  and  for  a  20-mile  haul  it  was  34  cents  and  it  is  now 
57i^  cents. 

Senator  Kenton.  What  about  your  interstate  rates  ? 

Mr.  Fletcher.  I  haven't  the  interstate  rates.  Now,  for  a  two-line 
haul  the  freight  rate  is  greater  than  that. 

Senator  Kenton.  Do  you  have  the  figures  on  the  two-line  haul? 

Mr.  Fletcher.  I  haven't  the  figures  on  a  two-line  haul.  These 
figures  are  increased  prior  to  (leneral  Order  No.  28,  25  per  cent  and 
35  per  cent ;  for  a  joint  haul  they  take  80  per  cent  of  the  two  locals, 
add  20  cents  per  ton  flat,  and  then  35  per  cent  was  applied,  so  it  makes 
the  two-line  haul  much  greater  than  the  one-line  haul.  In  fact^ 
some  of  our  producers  who  are  on  a  two-line  haul  claim  it  puts  them 
out  of  business,  the  differential  is  so  great. 

Mr.  Miller.  Do  you  know  what  price  sand  is  selling  for  per  yard 
here  in  Des  Moines  now  ? 

Mr.  Fletcher.  No,  I  don't;  I  don't  have  anything  to  do  with  the 
retail  price  of  it.  We  handle  it  only  in  car  lots.  That  would  depend 
upon  delivery — the  distance  it  was  hauled.  I  suppose  different 
prices. 

The  Chairman.  That  is  all. 

Mr.  Faxon.  We  will  call  Mr.  Fred  W.  Weitz,  of  Chas.  Weitz 
Sons.,  general  contractors,  builders,  etc.,  of  Des  Moines. 
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STATEHEITT   OF  HB.   FBEB  W.  WEITZ,   BEPBESEiniNa   CHAS. 
WEITZ  SONS,  OENEBAL  CONTRACTORS,  DES  HOINES,  IOWA. 

The  Chairman.  Mr.  Weitz,  have  you  any  statement  prepared  that 
you  would  like  to  make  to  the  committee? 

Mr.  Weitz.  Senator,  there  has  been  a  great  deal  said  here  to-day 
on  the  subiect  of  the  shortage  of  houses.  The  statement  was  made 
that  Des  Moines  is  shoit  some  3,000  homes;  and  I  should  say  if 
that  is  true,  why,  we  are  also  short  an  enormous  number  of  indus- 
trial buildings  and  office  buildings  and  schoolhouses,  and  the  thought 
has  come  to  me  while  I  have  been  listening  to  this  evidence  that 
there  is  one  phase  of  this  situation  that  has  not  been  brought  up  at 
all.  For  instance,  if  this  investigation  is  going  to  result  in  any  good 
for  this  community,  and  it  is  possible  to  build  these  houses  and  inci- 
dentally build  these  schoolhouses  that  have  been  held  up,  store  build- 
ings, and  industrial  buildings,  I  am  beginning  to  wonder  where 
vou  are  going  to  get  the  mecnanics  to  build  them.  I  think  I  could 
leave  it  to  men  here  in  the  room  who  are  affiliated  with  the  building 
trades  to  corroborate  this  statement,  that  to-day  there  is  an  under- 
supply  of  painters,  an  imdersupply  of  plasterers,  an  undersupply  of 
bricklaj^ers. 

It  js  true  that  there  are  some  idle  carpenters,  also  a  large  number 
of  idle  laborers,  but  we  have  had  a  condition  in  Des  Moines  and  all 
through  Iowa  for  the  past  year,  and  that  condition  still  exists,  of 
a  terrific  shortage  of  at  least  three  classes  or  trades — ^bricklayers^ 
plasterers,  and  painters.  Now,  then,  if  this  work  is — if  it  is  possible 
to  go  on  this  next  spring,  why  I  can  not  see  how  it  is  .going  to  be 
done,  and  it  appears  we  are  going  to  have  a  tremendous  shortage  of 
labor.  Wc  are  going  along  fairly  well  now,  you  might  say.  If 
the  business  agent  or  the  bricklayers  were  here  to  give  testimony, 
he  would  tell  you  that  he  has  now  applications  for  20  or  30  brick- 
layers that  he  can  not  supply.  Last  evening  I  procured  some  in- 
formation as  to  the  number  of  mechanics  in  at  least  these  three 
trades  in  which  we  have  always  been  very,  very  short,  with  this 
result:  Now,  as  to  the  bricklayers  there  are  approximately  188 
bricklayers  in  the  local  union,  of  which  there  are  about  160  actively 
engaged,  and  they  are  all  employed;  25  per  cent,  however,  are  usually 
employed  out  of  the  city.  Xext,  as  to  plasterers  there  are  110  men  in 
the  local  union,  and  about  one-half  of  these  men  are  cement  workers, 
leaving  only  55  actually  engaged  as  plasterers;  only  about  55  of 
these  men  aie  at  work  in  Des  Moines,  the  others  being  employed  in 
smaller  towns.  As  to  painters,  there  are  200  men  in  the  local  union, 
35  per  cent  of  which  are  paper  hangers.  Of  the  130  painters  remain- 
ing all  are  actively  employed.    Here  is  a  table  showing  the  list. 

(The  table  referred  to  by  Mr.  Weitz  is  here  printed  in  full,  as 
follows:) 

B rickln per 8.— Thero  are  188  briokinyors  in  the  local  union,  of  which  there 
are  about  100  actively  engajied,  and  they  are  all  employed.  Twenty-five  per 
cent,  however,  are  usually  employed  out  of  the  city. 

Plasterers. — There  are  110  men  in  the  local  union,  and  about  one- half  of 
these  men  are  cement  tiT-ishers,  lenving  only  TuT  actual  plasterers.  Only  about 
35  of  these  men  are  at  work  in  Des  Afoines.  the  others  being  employed  in  the 
smaller  towns  nearby. 

Painters. — There  are  200  m^en  In  the  local  union,  35  per  cent  of  which  are 
paiwr  hangers ;  of  the  13()  painters  all  are  actively  emi>loyed. 
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Cfirpentei's. — There  are  1.006  men  In  the  local  carpenters'  union.  There  are 
possibly  25  iier  cent  of  these  men  idle  at  this  time.  There  are  possibly  20  per 
cent  enii>io.\e(l  in  the  snniller  towns  nearby,  and  the  balance,  around  500,  are  at 
work  in  Des  Moines. 

With  the  exception  of  carpenters  and  connnon  lnborei*s,  all  building  trades  are 
well  supplied,  and  will  be  throughout  the  winter. 

Now,  I  am  not  bringing  up  this  subject  for  the  purpose  of  indicat- 
ing any  reflection  on  the  building  trades,  but  the  thought  will  im- 
mediately come  up,  well,  is  there  anything  wrong  with  the  appren- 
tice system  ?  I  would  say,  not  vitally,  because  I  have  not  yet  met 
any  opposition  from  the  building  trades  in  bringing  on  apprentices. 
It  is  true  they  are  limited,  and  when  the  subject  is  brought  up  of  the 
building  trades  they  will  meet  us  halfway  or  even  all  way  on  the 
subject  of  apprentices,  but  the  sad  feature  of  the  matter  is  this,  that 
I  have  no  applications  for  apprentices.  There  are  no  young  men 
caring  to  learn  these  trades.  The  old  bricklayers  are  dying  off.  I 
can  mention  10  or  12  bricklayers  who  are  not  working  at  the  trade 
who  worked  at  the  trade  in  1917.  I  refer  to  young  men  who  went 
overseas  and  did  not  go  into  the  trade  on  their  return,  and  to-day 
there  aren't  enough  men  to  do  the  work.  Keep  in  mind  this  is  a  town 
of  125,000  people,  and  it  is  just  terrible  to  think  of  that  few  men 
trying  to  do  the  work  in  this  town. 

The  Chairman.  IVhat  is  the  situation  with  respect  to  carpenters  ? 

Mr.  Weitz.  There  is  now  a  surplus  of  carpenters.  They  have  been 
Avell  employed  up  to  the  last  30  days. 

The  Chairman.  Do  I  disturb  you  in  asking  these  questions? 

Mr.  Weitz.  No  ;  not  at  all. 

The  Chairman.  I  want  to  find  out  also  if  it  is  as  difficult  to  get 
carpenters'  apprentices  as  it  is  to  get  other  apprentices? 

Mr.  Weitz.  It  is  not  difficult  to  get  them,  but  I  will  say  that  the 
applications  are  not  of  such  a  number  as  to  cause  us  any  difficulty  in 
placing  them  at  work.  We  have  a  rule  here  that  there  shall  be  one 
apprentice  to  so  many  journeymen;  but,  as  I  mentioned  before,  the 
sad  thing  is  we  have  no  applicants,  and  I  may  be  a  little  bit  caustic 
in  my  remarks,  but  still  I  would  have  to  say  to  get  this  off  my  chest, 
every  parent  feels  that  his  son  is  ordained  to  become  an  efficiency  ex- 
pert or  a  professor  or  lawyer  or  a  banker,  and  it  is  for  that  reason 
that  these  young  men,  even  though  they  should  care  to  learn  the  trade, 
do  not  go  at  it.  Furthermore,  and  I  do  not  wish  to  be  understood  as 
condemning  our  high-school  system,  bvit  it  is  a  fact  that  you  can  go 
over  the  entire  membership  of  the  5,000  men  in  Des  Moines  who  are 
working  at  the  trades,  and  I  doubt  if  you  would  find  10  or,  I  might 
say,  none  who  have  graduated  from  high  school.  Now,  furthermore, 
if  you  were  to  inquire  from  our  superintendents  of  our  high  schools — 
and  we  have  three  of  them  here  in  Des  Moines — to  know  if  they  have 
any  record  as  to  the  number  of  their  boys  who  learned  one  of  the 
building  trades  after  having  spent  a  year  or  more  in  the  manual - 
training  department,  and  I  think  you  will  find  none.  And  vice  versa, 
if  you  were  to  go  into  the  trades  and  ask  any  of  the  men  if  they  ever 
took  any  time  in  the  manual-training  department  of  our  schools,  it 
is  possible  you  would  find  some  who  had  had  a  little  training  in  the 
seventh  and  eighth  grades,  but  possibly  none  in  the*  hi^rh  schools. 

AVell,  something  ought  to  be  done.  I  don't  think  it  is  right  for 
one  to  condemn  a  situation  unless  they  have  some  suggestion,  and 
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the  only  suggestion  that  I  have  is  to  utterly  condemn  the  present 
method  of  manual  training  in  our  schools.  1  think  it  is  outrageous 
that  we  should  asse^-s  all  the  taxpayers  for  schools  and  then  waste 
their  money  in  teaching  the  boys  to  make  bird  cages  or  whisk-broom 
holders,  or  things  that  are  positively  of  no  value;  and  in  lieu  of 
that — I  may  be  ahead  of  the  times,  but  it  is  important  that  some- 
thing ought  to  be  done.  And  in  lieu  of  that  I  think  that  we  might 
keep  in  mind  and  copy  some  of  the  methods  in  the  old  country 
where  when  the  boy  is  14  years  old  he,  with  the  help  of  his  parents, 
must  elect  what  he  is  going  to  do,  and  if  he  is  going  to  learn  one 
of  the  trades,  then  he  is  placed  in  that  particular  high  school — if 
you  are  to  use  that  term,  or  industrial  school — where  he  will  be 
privileged  to  perfect  himself  in  that  trade  and  get  a  great  deal  of 
the  benefit  of,  also,  the  high-school  course,  or  as  much  as  is  possible. 
Now,  then,  when  the  time  arrives  I  have  confidence  in  the  building 
trades  that  they  will  get  together  and  give  proper  consideration  to 
those  boys  who  graduate  from  this  school  in  giving  them  credit  for 
either  one  or  two  or  at  least  two  years  of  their  apprenticeship  time. 
I  am  so  optimistic  in  this  idea,  and  do  believe  that  some  of  our 
smaller  school  buildings  could  be  built  entirely  by  high-school  boys 
and  thereby  cut  down  some  taxes. 

I  am  ready  for  you.  Senator,  if  you  have  questions  to  ask. 
The  Chairman.  Are  you  a  mechanic  yourself? 
Mr.  Weitz.  Yes,  sir;  I  learned  the  trade. 
The  Chairman.  ^Vhat  trade? 
Mr.  Weitz.  Carpenter's  trade. 
The  Chairman.  I  am  a  carpenter  myself. 

Mr.  Weitz.  I  have  a  college  boy  who  goes  to  work  in  the  summer 
time  as  a  bricklayer  and  works  at  it  throughout  the  summer. 

The  Chairman.  My  boy  also  works  at  the  trade  during  his  sum- 
mer vacation. 

Mr.  Weitz.  I  found  that  was  necessary  to  give  him  the  proper 
instruction. 

The  Chairman.  I  quite  agree  with  you  that  the  proposition  you 
have  raised  is  one  of  the  most  important  in  the  country.  I  have  some 
carpenters  in  my  employ,  and  upon  investigation  I  found  that  of  the 
26  carpenters  I  employ  only  1  is  under  50  years  of  age,  indicating 
that  the  young  men  for  years  have  not  been  getting  into  that  trade 
in  Xew  l^ork  City,  and  your  testimony  rather  corroborates  the  same 
thing  as  existing  in  Des  Moines. 
Mr.  Weitz.  Yes,  sir. 

The  Chairman.  Something  has  to  be  done  to  induce  the  young 
American  boy  to  learn  a  trade,  and  it  may  be  that  technical  schools 
to  teach  the  trades  may  be  the  solution.  We  have  many  good  work- 
men to-day,  but  the  trend  toward  the  trades  is  not  as  great  as  it 
was  a  few  years  ago.    Do  you  find  that  condition  exists  here? 

Mr.  Weitz.  Some  four  years  ago,  I  think  it  was,  we  had  a  strike 
of  the  millmen.  The  millmen  in  Des  Moines  at  that  time  were  i*e- 
ceiving  from  25  per  cent  to  35  per  cent  less  than  those  on  the  outside, 
and  it  didn't  seem  right  to  me,  and  I  made  the  statement  at  the  time 
that  those  same  millmen  should  be  getting  as  much  again  as  the  men 
on  the  outside,  because  they  were  all  skiUed  mechanics,  and  they 
shouldn't  be  asked  to  work  for  a  lesser  scale,  and  so  on. 
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I  feel  I  should  say  something,  though,  on  the  subject  of  the  loss  of 
time  among  all  the  trades.  We  are  now  entering  into  the  winter, 
and  during  the  next  three  months  there  will  be  very  little  work  done. 
It  does  occur  to  me  that  the  men  ought  to  get  the  greatest  possible 
number  of  man-hours  that  it  is  possible  to  produce,  because  of  the 
great  number  of  buildings  that  are  being  constructed  soon.  The 
average  artisan  is  getting  $1  an  hour.  If  he  works  16  hours  he  has 
$16.  If  a  gigantic  effort  were  made  by  people  in  this  community  and 
other  communities  to  see  that  there  is  work  prepared  for  these  men 
to  work  throughout  the  year,  we  would  get  more  work  done  and  re- 
duce the  cost  of  construction,  and  I  say  that  not  that  I  am  an  advo- 
cate if  that  condition  goes  on  that  these  men  should  work  for  a  lesser 
scale,  but  the  main  point  I  am  making  is  that  the  more  days  these 
men  do  work,  the  more  work  there  is  going  to  be  accomplished  and 
the  more  houses  there  will  be  built,  ana  eventually  rents  will  become 
lower. 

The  Chairman.  What  are  the  w^age  scales  of  the  leading  trades  in 
town  to-day? 

Mr.  Weitz.  The  universal  rate  for  all  building  mechanics  is  $1  an 
hour,  with  the  exception  of  plasterers  and  bricklayers,  they  are  get- 
ting $1.25,  and  electricians  $1,12;  and  there  are  some  few  increases 
over  a  dollar,  but  not  many.    Common  labor  is  being  paid  65  cents. 

The  Chairman.  The  bricklayers'  and  plasterers'  helpers,  do  you 
class  them  as  common  labor? 

Mr.  AVeitz.  No  ;  they  get  75  cents. 

The  Chairman.  The  labor  rates  now  in  the  building  trades  are 
about  how  much — double  what  they  were  5  years  ago  ? 

Mr.  Weitz.  I  have  a  chart  starting  in  1910  giving  the  wages  of 
every  trade  and  the  price  of  practically  every  line  of  material  that 
goes  into  the  building,  showing  that  the  price  on  July  1 — it  is  rather 
difficult  for  me  to  keep  in  mind  what  these  are,  but  I  could  get  you 
that  if  you  care  for  it. 

The  Thatrman.  IIow  about  the  efficiency  of  building  labor  to-day? 

Mr.  Weitz.  I  think  the  efficiency  of  building  labor  to-day  is  as 
good  as  those  days  we  referred  to  as  "  before  the  war."  The  men  are 
taking  a  different  attitude  in  the  work  now  from  that  shown  for- 
merly. It  is  natural  when  a  condition  exists  as  I  have  just  mentioned 
where  the  business  agent  will  have  to  go  from  job  to  job  to  beg  men 
to  leave  it  and  tell  them  that  the  owner  on  the  other  job  will  pay  a 
bonus  to  get  them  off,  and  they  have  come  out  of  that  situation  very 
nicely  and  are  now  doing  efficient  work. 

The  Chairman.  Are  the  building  labor  trades  in  this  city  union- 
ized? 

Mr.  Weitz.  Completely. 

The  Chairman.  Completely?  ,     . 

Mr.  Weitz.  There  is  no  place  where  they  are  unionized  com- 
pletely, but  I  would  say  80  per  cent  or  90  per  cent. 

The  Chairman.  Have  you  any  automobile  manufacturing  con- 
cerns hereabouts? 

Mr.  Weitz.  No,  sir.  ,        ,  .  i. 

The  Chairman.  I  have  been  wondering  whether  this  sort  of  con- 
cerns  have  attracted  building  labor  away  from  here? 

Mr.  Weitz.  No;  they  have  not.  Senator;  it  is  merely  a  matter  of 
shortage.    Eight  or  ten  years  ago  when  a  contractor  entered  a  small 
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town  of  from  three  to  four  thousand  to  build  a  public  building  he 
could  get  his  building  labor  in  the  town,  but  to-day  he  must  get 
them  from  the  larger  cities  and  take  them  and  p^y  their  car  fare 
and  board  bills  there.  Conditions  are  just  so  bad. 
Mr.  Miller.  What  is  the  price  of  cement  now  per  barrel? 
Mr.  Weitz.  I  am  not  familiar  with  the  retail  price.  I  have  the 
f.  o.  b.  price  per  car. 

Mr.  Miller.  What  would  you  pay  for  a  job? 
Mr.  Weitz.  I  think  the  f .  o.  b.  price  to  Des  Moines,  the  man  that 
sells  that  material,  is  right  around  $3  net,  keeping  in  mind,  Senator, 
that  you  add  $1  to  that  for  sacks. 
Mr.  Miller.  And  for  dimension  lumber? 

Mr.  Weitz.  I  anticipated  that  you  would  possibly  ask  that,  and 
I  brought  with  me  these  price  lists.  These  price  lists  are  what  Mr. 
Engelbeck  referred  to  this  morning. 

Mr.  Miller.  You  would  agree  with  his  price  on  that? 
Mr.  Weitz.  Yes,  sir;  I  agree  with  him  on  that. 
Mr.  Miller.  How  about  sand  per  yard? 

Mr.  Weitz.  I  followed  the  evidence  of  Mr.  Fletcher.  In  fact,  I 
am  buying  sand  from  Mr.  Fletcher  at  this  time,  and  the  prices  he 
quoted  are  the  prices  he  is  charging  me. 

The  Chairman.  Have  vou  observed  any  combination  of  interests 
on  the  part  of  material  men  m  this  market  to  fix  prices? 

Mr.  Weitz.  I  don't  know  whether  you  would  call  it  a  price  fixing 
or  not,  but  the  builders  of  Des  Moines,  and  possibly  elsewhere,  have 
become  so  callous  to  this  one-price  basis  of  everything  that  if  that 
does  exist  we  hardly  know  it.  I  merely  explain  myself  in  this  way: 
For  years  we  paid  the  same  price  for  white  lead  and  boiled  oil  and 
for  turpentine  and  for  gasoline  and  for  steel,  and  incidentally.  Sena- 
tor, I  would  like  to  ask  you  why  is  it  that  Iowa  must  pay — for  in- 
stance, why  is  it  when  consumers  of  steel  bars  or  structural  steel  in 
Iowa  wish  structural  steel  and  steel  bars  that  they  must  pay  the 
Pittsburgh  base.  Let's  assume  that  the  price  of  reinforcing  steel — 
the  quotation  is  $3  per  hundred  f.  o.  b.  I^ittsburgh.  This  steel  will 
be  shipped  to  me  from  Chicago,  and  yet  we  must  pay  the  freight 
from  I^ittsburgh  to  D^s  Moines  in  addition  to  the  $3.  It  is  a  ques- 
tion you  have  all  heard  much  of  before,  but  I  think  it  needs  investi- 
gation, or  at  least  explanation. 

The  Chairman.  You  have  one  of  the  hardest-working  and  most 
efficient  Senators  in  the  United  States  from  this  State  on  this  com- 
mittee, and  I  am  sure  that  he  will  give  this  matter  his  attention. 

Mr.  Weitz.  There  has  been  an  investigation  committee  on  that 
very  (]fuestion,  but  it  has  not  made  any  report;  it  would  be  postponed 
or  ignored  or  dropped  with  the  suggestion  that  it  costs  more  to  roll 
steel  in  Chicago,  but  every  reason  except  the  right  reason  has  been 
given  that  we  want  here  in  Iowa. 

Senator  Kenyok.  This  is  steel  made  in  Gary,  Ind.? 

Mr.  Weitz.  Yes,  sir. 

The  Chairman.  Will  you  remember  to  put  that  in  the  form  of  a 
letter  and  send  it  to  us  for  our  guidance? 

Mr.  Weitz.  Yes,  sir. 

The  Chairman.  Thank  you,  Mr.  Weitz. 

Mr.  Faxon.  Mr.  Chairman,  we  will  now  call  as  a  witness  before 
this  committee  Mr.  F.  H.  Luthe,  of  the  Luthe  Hardware  Co. 
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STATEMENT  OF  MB.  FBEDEBICE  H.  LTTTHE,  FBESIDENT,  LTTTHE 

HABDWABE  CO.,  DES  MOINES,  IOWA. 

• 

The  Chairman.  The  committee  is  very  glad  to  have  you  here,  and 
will  be  glad  if  you  can  enlirfiten  us  on  anything  we  have  been  dis- 
cussing nere  in  relation  to  ousiness  and  industrial  conditions,  and 
if  you  know  of  anything  that  we  can  do  as  a  branch  of  the  National 
Government  to  stimulate  business  here. 

Mr.  LuTHE.  I  will  make  a  short  statement.  There  are  two  ques- 
tions which  I  understand  this  committee  has  under  investigation — 
the  (juestion  of  reconstruction  and  of  production.  Of  course,  we  all 
realize  that  the  committee  realizes  that  the  city  and  the  State  have 
outgrown  their  garments.  Industry  requires  new  facilities;  com- 
mercial enterprise  reouires  new  facilities  and  new  homes  are  re- 
quired. The  increased  population  comes  in,  and  the  man  with  the 
old  home  has  outgrown  it  within  the  past  15  or  20  years.  I  am  not 
satisfied  in  my  own  mind  how  this  can  be  carried  out.  We  will  say 
that  the  man  who  goes  in  on  a  capital  investment — the  construction 
of  factory  sites  and  business  houses — ^has  a  long  pull,  and  that  class 
feel  that  it  is  not  the  time,  perhaps,  for  making  such  investments, 
and  they  feel  that  we  are  on  tne  other  side  of  the  price  peak. 

Now,  carry  that  same  thought  through  and  it  would  prevail  with 
reference  to  homes.  Whether  those  people  should  supply  those 
things  or  whether  the  Government,  which  is  ourselves  m  the  end, 
should  supply  the  money  to  obtain  these  facilities  and  in  some  way 
construct  these  homes  which  we  will  say  that  the  business  man  him- 
self is  not  prepared  to  put  into  his  own  entefprise.  I  can  see  that 
it  is  wealth  well  spent  as  a  national  proposition  to  make  better  citi- 
zens and  have  a  man  interested  in  owning  a  home,  because  then  he  is 
like  the  rest  of  us  when  we  owned  our  first  thousand  dollars.  So 
that  I  think  the  purpose  is  worthy.  Then,  take  the  question  of  pro- 
duction; we  find  that  is  a  very  difficult  proposition.  We  have  been 
up  against  that  for  three  or  four  years — underproduction  and  over- 
selling of  the  production  by  the  mills.  They  will  take  yonr  orders 
and  let  you  wait  for  a  long  time  before  delivery  is  made.  Now,  then, 
beginning  with  the  panics  of  1907  and  1913^  and  continu  ng,  our 
experience  has  been  that  manufacturers  decided  that  perhaps  the 
safe  way  for  them  to  operate  would  be  to  have  very  little  accumulated 
stuff  on  hand,  so  that  when  prices  began  to  decline  we  got  notices 
right  away  that  this  line  of  hatchets  are  discontinued,  and  that  line 
is  exhausted,  and  that  other  lines  were  very  far  behind,  and  if  it 
was  a  line  of  tinware  we  would  get  notice  that  they  did  not  care 
to  carry  it  in  stock,  and  that  situation  has  continued  right  through, 
and  as  a  consequence  they  have  really  restricted  production  very 
greatly.  We  now  hear  that  the  steel  mills,  we  will  say,  are  operating 
at  90  per  cent  production.  That  is  caused  by  the  fact  that  their 
prices  are  held  low,  and  have  been  for  two  years.  They  are  still 
maintaining  their  1917  price  level. 

Of  course,  they  receive  more  than  their  share  of  the  business. 
Other  mills  are  operating  from  45  to  60  per  cent — independents  out- 
side of  the  corporation.  Then,  at  the  same  time,  if  you  have  given 
your  order  to  these  independent  concerns,  they  will  still  tell  you  that 
they  are  12,  14,  or  16  weeks  behind,  so  that  in  talking  about  produc- 
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tion,  and  that  is  what  I  am  gettmg  at,  the  laboring  man  is  supposed 
to  increase  his  efficiency,  but  industry  does  not  seem  to  do  that,  they 
slack  down  and  hold  back — and  perhaps  they  can  hold  up  prices  in 
that  way,  and  it  might  be  well  to  do  it,  but  I  doubt  it;  I  don't  know. 
I  think  you  will  find«in  a  great  many  lines  of  industry  that  there  is 
no  production  of  stocks,  whereas  if  they  were  working  full  tilt  there 
would  be  some  laying  aside  of  production. 

Senator  Kenton.  The  only  averproduction  seems  to  be  on  the 
farms.  ^ 

Mr.  LuTHE.  Yes,  sir. 

The  Chairman.  I  think. that  is  so.  I  think  that  is  the  way  things 
stand  in  the  country.  I  have  been  a  little  concerned,  as  I  indicated 
at  the  chamber  of  commerce  luncheon,  at  the  popular  clamor  on  the 
part  of  people  living  particularly  in  the  crowded  cneters.  Perhaps 
the  situation  is  not  so  difficult  here.  In  New  York  City  and  State 
conditions  became  so  bad  that  laws  were  enacted  giving  the  right  to 
the  municipal  court  judge  to  order  the  landlord  to  reduce  or  not  to 
increase  rents.  That  very  act  restricts  building,  because  this  gentle- 
man who  is  a  judge  says  now  much  I  shall  charge  you,  and  then  I  on 
my  part  can  say  "  I  guess  I  won't  build  any  more  houses/' 

On  the  other  hand,  we  find  that  in  France  and  England,  where  the 
shortage  of  homes  is  very  great,  the  popular  demand  became  so  great 
that  the  Government  build  homes  that  it  carried  the  Government  off 
its  feet,  and  in  England  they  have  laid  out  a  program  for  the  build- 
ing of  500,000  homes,  and  when  that  started  the  mitiative  for  build- 
ing ceased.  In  France  a  man  can  borrow  money  at  2^  per  cent,  while 
the  Government  has  tp  pay  7  per  cent,  and  the  people  themselves  in- 
sist upon  the  nation  doing  this.  The  thought  of  this  committee  is 
whether  or  not  we  ought  to  stimulate  the  production  of  homes  by  en- 
couraging people  to  build  their  own  houses  through  a  home-loan  sys- 
tem of  some  kind. 

Mr.  LuTHE.  How  far  can  we  go?  We  have  artificial  restraint  and 
artificial  regulation,  and  we  must  eventually  come  down  to  the  nat- 
ural law  of  supply  and  demand,  and  that  is  the  .same  in  farm  prod- 
ucts, the  same  in  lumber,  and  the  same  in  houses  and  everything  else. 

The  Chairman.  Now.  then,  we  discussed  the  advisabilitj'  of  reopen- 
ing the  activities  of  the  War  Finance  Corporation  to  stimulate  credits 
for  our  farm  products.  That  is  an  excellent  proposition.  I  think 
that  can  be  done  without  the  risk  of  losing  a  single  dollar. 

Mr.  LuTHE.  Yes. 

The  Chairman.  If  that  can  be  done,  ought  it  to  be  done? 

Mr.  LuTHE.  Yes. 

The  Chairman.  Ought  we  to  pass  a  home-banking  bill  that  would 
afford  additional  money  for  building?  Ought  we  to  pass  a  law  in 
the  State  legislature  here  exempting  from  local  taxation  new  dwell- 
ings erectecT  during  this  year  and  next — during  the  period  of  five 
years?  Is  the  situation  in  your  State  bad  enough  to  warrant  that? 
We  have  done  that  in  New  Jersey  and  in  New  York  of  late.  The 
profit  on  the  sale  of  dwellings  shall  also  be  exempted  from  Federal 
taxation,  provided  you  mvest  all  of  these  profits  in  new  dwellings  at 
once.    Those  are  the  things  I  am  thinking  about. 

Mr.  LuTHE.  I  think  so  far  as  tax-exemption  goes,  I  think  that  is 
very  unpopular. 
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The  Chairman.  Of  course,  it  is  among  those  who  own  old  houses. 
Mr.  LuTHE.  Yes. 

The  Chairman.  But  is  there  an  excuse  for  such  an  exemption  by 
reason  of  the  fact  that  it  costs  from  two  or  three  times  more  now  to 
build  a  new  house  as  the  old  ones  cost,  or  shalf  we  leave  those  things 
to  be  worked  out  in  the  course  of  thin^? 

Mr.  LuTHE.  No;  I  think  not.  I  thmk  it  would  be  just  as  wise  to 
finance  the  farms  with  Federal  loans.  I  think  this  proposition  is 
worthy ;  I  think  it  is  very  much  so ;  if  we  want  to  restore  or  maintain 
a  high  class  of  citizenship  in  the  country.  I  think  the  home  is  the 
first  thing  that  the  man  should  be  interested  in,  and  if  the  Govern- 
ment can  help  him,  I  think  it  would  be  worth  while. 

The  Chairman.  You  would  be  opposed  to  having  the  Government 
go  into  the  business  of  building  homes,  wouldn't  you  ? 

Mr.  Luthe.  Yes. 

The  Chairman.  If  that  can  be  avoided. 

Mr.  LuTHE.  But  the  financing,  I  think,  is  all  right. 

Mr.  Miller.  Do  you  deal  in  nails? 

Mr.  LuTHE.  Yes,  sir. 

Mr.  Miller.  Can  you  tell  us  what  nails  sell  for,  or  what  they  cost 
at  the  manufacturers  per  keg  now? 

Mr.  LuTHE.  What  they  cost  to  manufacture,  or  at  the  manufac- 
tory? 

Mr.  Miixer.  What  you  pay  for  them  by  the  keg. 

Mr.  Luthe.  There  is  the  corporation's  cost,  which  they  say  is  $3.50 
Pittsburgh,  and  the  independent's  cost  is  f4  Pittsburgh. 

Mr.  Miller.  That  is  the  Pittsburgh  basis? 

Mr.  Luthe.  Yes ;  but  much  higher  than  that.  One  of  the  largest 
independent  manufacturers  charges  $5.76  f.  o.  b.  Chicago. 

Mr.  Miller.  \Miat  did  they  formerly  cost  before  the  war? 

Mr.  Luthe.  All  the  way  down.  Nails  at  one  time,  the  Pittsburgh 
base,  was  $1.50. 

Mr.  Miller.  Were  they  ever  down  to  a  dollar? 

Mr.  Luthe.  Never  down  to  a  dollar,  except  when  we  were  selling 
corn  at  11  cents  a  bushel  out  here,  in  1894-95. 

Mr.  Miller.  But  they  were  $1.50  before  the  war? 

Mr.  Luthe.  Yes ;  in  1915 ;  or  1914, 1  think,  and  maybe  as  long  as 
1915;  but  the  1914  base  was  in  the  neighborhood  of  $1.50. 

Mr.  Miller.  In  getting  those  nails  from  Pittsburgh  here,  did  you 
have  to  truck  them  out  of  Pittsburgh? 

Mr.  Luthe.  We  trucked  from  Pittsburgh  to  Woodlawn. 

Mr.  Miller.  How  much  does  that  add  to  the  keg? 

Mr.  Luthe.  We  have  paid  as  high  as  $167  a  car. 

Mr.  Miller.  How  many  kegs  to  the  car? 

Mr.  Luthe.  Six  hundred  kegs ;  400  is  the  minimum,  but  they  can 

put  in  600  kegs.  ,  ,      « 

Mr.  Miller.  That  would  cost  you  about  how  much  per  keg? 

Mr.  Luthe.  Well,  it  would  cost— I  think  the  freight  here  has  been 
49  or  50  cents,  and  the  trucking  would  be  40  cents  a  keg. 

Mr.  Miller.  The  trucking  of  the  load  alone  was  25  cents  a  keg? 

Mr.  Luthe.  More  than  that ;  40  cents,  according  to  the  size  of  the 

car. 

Mr.  Miller.  And  the  freight  rate  was  how  much  per  keg? 
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Mr.  LuTHE.  I  think  the  freight  prior  to  this  advance— the  present 
freight  is  65  cents.  I  can  not  remember  those  figures,  but  it  was  in 
the  50's. 

Mr.  Miller.  The  present  rate  is  60  cents  per  keg,  is  it  ? 

Mr.  LiTTHE.  65  cents. 

Mr.  Miller.  65  cents  per  keg? 

Mr.  LuTHE.  Approximately ;  I  may  be  off  a  few  cents  there. 

Mr.  Miliar.  And  the  former  rate  was  how  much  per  keg? 

Mr.  LuTHE.  My  recollection  is  48^  or  49  cents. 

Mr.  Miller.  It  costs  you  as  much  to  get  it  on  the  car  at  Pittsburgh 
as  to  haul  it  from  Pittsburgh  here? 

Mr.  LuTHE.  Yes;  but  we  have  had  cars  eight  or  nine  years  ago 
when  they  came  through  from  Pittsburgh  here  for  31^  cents. 

Mr.  Miller.  Did  you  have  any  difficulty  in  getting  them  even  at 
that  after  you  trucked  them  out  to  Woodlawn  ? 

Mr.  LuTHE.  Yes. 

Mr.  Miller.  How  did  you  get  them? 

Mr.  LuTHE.  There  was  no  uniformity;  we  might  have  a  car  laid 
up  a  month  and  others  might  get  through  in  18  days. 

Mr.  Miller.  T\Tiat  was  the  maximum  delay  that  you  would  have? 

Mr.  LrxiiE.  I  would  say  that  the  average  might  have  been  25  days 
coming  .through,  where  we  used  to  count  on  8  days.  Of  course,  we 
have  had  exceptions  to  the  rule,  where  the  car  would  lay  out  a  month 
or  two  months;  it  would  get  sidetracked  and  lost. 

The  Chairman.  I  think  that  is  all. 

Mr.  Faxon.  Before  two  very  important  witnesses  who  will  prac- 
tically close  the  testimony  are  called,  there  are  one  or  two  little 
things.  Senator  Kenyon,  we  want  to  clear  up.  In  the  first  place,  I 
want  to  ask  Mr.  Bolton  to  come  forward. 

A  Voice.  Not  here.    Mr.  (\inningham  is  here. 

Mr.  Faxon.  T  understand  he  wishes  ^Ir.  Miller  to  be  here.  It  is  a 
question  that  Mr.  Miller  wanted  some  testimony  on,  and  since  he  is 
out  of  the  room  at  this  time  we  will  let  that  pass  for  a  moment  and 
call  Mr.  N.  Frederickson,  of  Guthrie  Center,  Iowa,  chairman  of  the 
legislative  committee  of  the  United  Farm  Organizations.  Senator 
Kenyon,  I  think,  will  question  him. 

STATEMENT  OF  MB.  N.  FBEDERICESON,  CHAIRMAN  LEGISLATIVE 
COMMITTEE,  UNITED  FARM  ORGANIZATIONS,  GUTHRIE  CEN- 
TER, IOWA. 

Senator  Kenyon.  State  your  position,  Mr.  Frederickson. 

Mr.  Frederickson.  I  have  been  connected  with  the  United  Farm 
Or<;anizations  for  some  time,  which  is  an  organization  of  several 
organizations  like  the  Tax  Payers'  League  and  the  Farm  Union,  and 
for  the  past  4  or  5  years 

Senator  Kenyon.  Are  you  a  farmer? 

Mr.  Frederickson.  I  am  a  farmer ;  yes,  sir. 

Senator  Kenyon.  You  spoke  with  me  before  the  meeting.  I  would 
like  to  have  j^ou  go  ahead  in  your  own  way  and  present  anything 
to  this  committee  that  you  desire. 

Mr.  Faxon.  As  briefly  as  you  can,  Mr.  Frederickson.  please. 

Mr.  Frederickson.  V^es.  1  have  been  interested  in  the  subject  that 
has  been  before  the  committee — homes.    Of  course,  that  is  an  old 
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object,  in  getting  a  home,  and  of  course  it  has  been  rather  an  induce- 
ment for  most  people  to  become  the  owners  of  a  home,  but  it  has 
been  a  rather  discouraging  proposition  for  a  number  of  years  be- 
cause of  several  things.  .  In  the  country,  after  taxes  got  high,  interest 
got  high,  land  values  high,  why,  it  became  discouraging,  and  it 
would  become  cheaper  to  rent  and  pay  the  rent  than  to  keep  a  farm 
or  buy  a  farm  and  keep  it  up,  keep  up  the  improvements  and  im- 
prove it  according  to  tne  needs  of  the  day,  and  for  that  reason  a 
large  number  of  renters  have  refused  to  become  landowners,  and 
many  times  they  have  not  received  the  price  of  producing  farm  crops. 
It  is  not  the  large  price  that  they  receive  for  produce  that  shows 
how  little  they  make ;  it  is  the  difference  between  the  cost  of  produc- 
tion and  the  price  they  get  for  it,  that  is  profit.  Now,  the  last  few 
years  it  may  be  rather  surprising  that  the  farmers  haven't  done  as 
well  as  commonly  supposed.  In  1918  it  cost  the  farmer  about  $^ 
an  acre  to  raise  an  acre  of  wheat.  If  he  paid  $50  a  month  and  board 
and  the  keep  of  a  horse,  or  its  equivalent,  and  that  was  regardless 
of  the  amount  of  bushels  he  would  raise.  Sometimes  the  average 
for  winter  wheat  has  been  17  bushels,  and  for  a  long  term  of  years 
the  annual  yield  of  spring  wheat  was  14  bushels,  according  to  the 
Yearbooks  as  published  oy  the  agricultural  department  of  this 
State.  Corn,  which  cost  between  $56  and  $60  an  acre,  being  the 
same  rate  of  wages,  $50  a  month  and  board,  and  the  keep  of  a 

horse 

Senator  Kenyon.  What  elements  do  you  consider  in  the  cost  of  rais- 
ing an  acre  of  corn  ? 

mr.  Frederickson.  Of  course,  we  take  the  $150  land  and  figure  5i 
per  cent  interest  on  the  value  of  1  acre;  that  makes  it  $8.87.  The 
average  annual  tax  is  $1.25;  breaking  of  stalks  about  46  cents;  by 
harrowing  and  double  disking,  as  is  generally  required  to  get  a  good 
bottom  connection  so  that  we  have  the  moisture  come  up  through,  so 
that  we  can  raise  a  crop  in  dry  weather,*  and  that  will  cost  us  $3.36 ;  for 
plowing,  one  man  and  three-horse  team,  that  is  about  as  cheap  a  way 
as  any,  that  will  cost  $3.57,  and  harrowing,  one  man  and  two  teams, 
once  after,  45  cents;  seed  corn,  1  bushel  planting  7  acres,  71  cents; 
harrowing  to  follow  planter,  one  man  and  two  teams;  46  cents ;  har- 
rowing in  five  days  after  planting,  two  teams  and  one  man,  46  cents; 
hail  insurance  per  acre,  87  cents;  cultivating  first  time,  5  acres  per 
day,  $1.65;  cultivating  second  time,  6  acres,  $1.37;  cultivating  third 
time,  8  acres  a  day,  $1.03;  cutting  weeds  with  hoe  in  August— that  is, 
we  have  a  law  in  this  State  that  compels  the  farmer  to  clean  up  his 
roadsides  and  also  his  fields  from  cockleburrs  and  other  unlawfid 
weeds,  and  that  will  average  about  88  cents ;  husking  and  cribbing, 
35  bushels  has  been  the  average  yield  for  a  large. number  of  years 
in  this  State,  according  to  the  Year  Book,  as  based  upon  the  yearly 
canvass  of  the  assessors  and  published  in  the  Agricultural  Year  Book 
of  this  State,  that  would  be  $2.80 ;  board  for  man  and  team,  work  of 
team,  $3.25;  and  machine  charge,  labor,  and  board,  shelling,  $1.39; 
hauling  to  market  35  bushels  5  miles— that  hits  been  the  average  farm 
haul  between  towns  in  this  State,  $2.88;  four  loads  of  manure,  value 
$2  per  load— that  is  to  make  up  for  the  soil  fertility  contained  in 
the  corn  and  stalks  of  the  crop  raised,  that  is  in  part  onlv,  $12 ;  haul- 
ing and  spreading  four  loads,  $3.28 ;  100  pounds  of  acid  phosphate,  $2. 
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The  chemicals  mentioned  in  manure  and  phosphate  are  just  the 
amount  contained  in  the  grains  and  the  stalks  and  not  taicmg  into 
consideration  the  part  lost  in  evaporation  or  washing  of  the  soil.    Im- 

Srovements  and  maintenance  and  other  expenses,  $5.86.  If  corn  fod- 
er  is  removed  from  field,  add  to  above  cost  the  value  of  32  pounds 
of  nitrogen,  4  pounds  of  acid  phosphate.  Not  removed  from  field, 
deduct,  for  fodder  and  cobs,  $2.50.  Cost  per  bushel,  according  to  35 
bushels  to  the  acre,  $1.58. 

Senator  Kenyon.  What  year  is  that? 

Mr.  Frederickson.  That  is  in  1918.  The  Year  Book  gives  the 
average  price  per  bushel  December  1,  1912,  at  40  cents,  and  these 
figures  show  the  price  to  be — the  cost  price — to  be  94  cents,  and  the 
l^ar  Book  gives  the  average  price  per  bushel  December  1,  1917, 
■$1.08,  and  the  farm  cost  would  oe  $1.30;  and  the  Year  Book  shows 
that  the  price  that  the  farmer  got  in  1918  was  $1.40,  while  the  farm 
<»st  was  $1.58. 

Senator  Kenyon.  According  to  your  figures,  you  have  been  rais- 
ing corn  at  a  loss. 

Mr.  Frederickson.  Yes;  that  is.  if  we  figure  the  soil  fertility  of 
any  value  whatever.  Of  course,  it  we  do  not  figure  soil  fertility  of 
any  value  we  can  call  that  profit,  or  in  other  ways,  but  when  we  pay 
$300  or  $400  an  acre  for  land,  or  even  $150,  we  are  buying  soil  fer- 
tility undevelope^d ;  we  are  not  buying  territory  as  we  used  to  30  or 
40  years  ago. 

Senator  Kenyon.  Have  you  any  further  suggestions  about  the 
matter? 

Mr.  Frederickson.  And  if  the  committee  wishes  further  investi- 
gation, why,  I  have  a  description  of  the  items,  each  transaction  by 
itself. 

Mr.  Kenyon.  I  don't  suppose  we  have  time  to  go  into  all  of  those. 

Mr.  Faxon.  We  are  pretty  well  crowded,  if  we  finish  the  schedule. 

Senator  Kenyon.  Can  you  submit  a  statement  to  the  committee  in 
writing,  and  you  can  send  it  to  Senator  Calder  or  me. 

The  Chairman.  Send  it  to  Senator  Kenyon. 

Mr.  Frederickson.  Homes  in  the  cities  has  been  much  discussed 
to-day,  and  while  I  have  been  familiar  with  city  life  merelv  in  tht 
small  cities  or  towns  I  will  say  that  I  am  not-.-I  do  not  think  we 
are  so  much  in  need  of  (iovernment  help  in  getting  homes  as  we 
are  in  protecting  the  property  of  individuals  that  save  to  get  a 
home.  The  trouole  with  tne  people  that  are  trying  to  get  a  home 
in  the  past  is  that  now — for  instance,  in  our  town  we  had  a  number 
of  men  that  would  get  together  and  buy  up  all  tracts  of  land  that  are 
for  sale  in  the  outlying  districts  of  the  towns;  they  would  survey  it 
and  have  a  sale  on  it,  either  public  sale  or  otherwise — individual 
sales— and  require  them  to  put  on  certain  improvements  with  cer- 
tain payments,  and  it  would  go  along  ver>'  lovely  and  everybody  in 
the  district  was  believing  that  they  were  getting  a  home  and  having 
it  paid  for  in  just  a  few  years'  time,  but  some  day  some  city  board 
discovers  that  the  district  is  insanitary;  that  they  need  water  sys- 
tems there;  that  they  need  a  storm  sewer  and  other  facilities  that 
belong  to  a  healthy  district,  and  so  they  order  in  under  out  State 
law — what  they  call  resolutions  of  necessity — thev  order  in  such  im- 
provements as  they  see  fit  in  that  way  and  under  our  law  in  this 
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State  has  the  right  to  assess  it  up  to  the  limit  of  20  per  cent  of  the 
saleable  valuation,  and  so,  of  course,  after  they  get  that  they  have  to 
get  other  sanitary  itnprovements  in  the  house,  which  generally  cost 
them  something  like  $800  during  the  past  few  years  added  to  the 
other  expense,  and  they  have  them  generally  put  in  street  improve- 
ments, such  as  paving,  sidewalks,  and  other  improvements  that  they 
see  fit,  and  after  they  have  paid  about  60  per  cent  of  the  original 
cost  and  the  interest  up  to  date  they  find  themselves  involved  with 
an  extra  payment  that  they  can  not  meet.  When  they  come  to  the 
money  men  that  have  got  some  money  to  let  out  on  property  of  that 
kind  he  says,  "  Yes ;  I  have  got  plenty  of  money  to  let  you  have,'' 
and  when  they  come  to  look  over  the  district  as  is  required  they 
commence  to  inquire  about  the  equity  and  they  don't  see  that  they 
have  got  any  equity  in  it,  the  public  improvements  have  taken  all 
of  the  equity,  so  that  they  have  none,  and  then  they  will  offer  them 
a  certain  amount,  perhaps  about  the  same  price  that  was  offered 
for  the  property  before  the  improvements  were  put  in.  Well,  they 
couldn't  take  that  now,  but — well,  if  you  get  ready  to  take  it,  all 
riffht;  just  come  around,  and  when  they  come  around  again  and  they 
t!)en  say,  "  Take  off  the  price  of  this  improvement  that  is  taxed 
against  it  and  we  will  give  you  the  balance. 

The  Chairman.  Of  course^  those  are  matters  with  which  this 
committee  could  hardly  have  influence,  important  as  they  are  to  the 
man  who  wants  a  home ;  that  is  a  matter  with  which  this  committee 
has  no  concern. 

Mr.  Frederickson.  Isn't  it  true  that  it  is  practiced  in  other  States 
as  well  ? 

The  Chairman.  Yes;  in  every  State.  It  is  like  your  blue-sky  in- 
vestments here.  People  who  want  to  be  foolish  enough  to  get  into 
an  enterprise  of  that  kind — Ave  can  not  have  some  one  around  all 
the  time  to  protect  each  one  of  those  men. 

Mr.  Frederickson.  This  is  done  by  law  and  not  by  resolution  of 
improvements,  because  the  law  is  there  and  they  don't  ask  any- 
body. We  had  one  street — 98  per  cent  signed  a  petition  against  it 
and 

The  Chairman.  I  say  again  those  are  things  of  a  purely  local 
character. 

Senator  Kenton.  That  is  a  State  law;  it  is  not  a  Federal  law. 
You  have  to  get  at  those  things  by  changing  the  State  law. 

The  Chairman.  W^'  have  15  other  witnesses  here,  and  we  will 
have  to  ask  you  to  permit  us  to  continue  with  them. 

Mr.  Faxon.  I  would  like  to  call  very,  very  briefly — I  think  Mr. 
Miller  wishes  to  question  him — Mr.  C.  B.  Minnis,  president  of  the 
Des  Moines  Building  and  Loan  Association,  who  is  familiar  with 
the  national  association  matters  as  well. 

STATEMENT  OF  MK.  CHAELES  B.  MINNIS,  PBESIPENT,  DES 
MOINES  BTTILBINa  AND  LOAN  ASSOCIATION. 

Mr.  Miller.  Have  you  some  applications  for  loans  that  you  are 

able  to  satisfy? 

Mr.  Minnis.  We  have  been  until  recently;  within  the  last  two 
weeks  our  resources  have  increased  beyond  our  expectations.  One 
of  the  reasons,  perhaps,  for  that  is  on  account  of  the  condition  of 


RECONSTRUCTION   AND  PRODUCTION.  1161 

the  money  market;  ve  commenced  to  conserve.  Furthermore,  that 
the  banks  were  askmg  us  7  per  cent  for  borrowed  money,  we  loaning 
it  to  these  people  in  order  to  build  homes  for  the^  here  in  the  city 
of  Des  Momes  at  7  per  cent,  so  you  could  see  it  would  be  unwise  in 
us  to  expect  to  borrow  money  and  at  the  same  time  loan  it  out  at 
the  same  rate  that  we  paid  for  it.  So  the  result  was  that  on  account 
of  our  conserving  as  we  did  we  then  found  ourselves  the  last  few 
weeks  with  quite  a  large  amonnt  on  hand. 

Mr.  Miller.  You  mean  by  conserving,  that  you  wont  loan  to 
people  who  wanted  the  money? 

Mr.  MiNNis.  Well,  we  would  not  loan  for  .the  very  good  reason 
that  we  didn't  have  the  money. 

Mr.  Miller.  And  then  you  stopped  loaning  to  get  the  money? 

Mr.  MiNNis.  We  stopped  loaning  money  and  accumulated  a  fund, 
so  that  we  are  now  unable  to  make  loans  with  it. 

Mr.  Miller.  Have  the  banks  discriminated  any  against  your  loans? 

Mr.  MiNNis.  No;  I  think  not. 

Mr.  Miller.  In  this  restriction  of  credit,  have  you  found  any 
tendency  on  the  part  of  the  banks  fi*om  whom  you  Iforrow  to  crowd 
you  a  little? 

Mr.  MiNNis.  Xo;  the  banks  have  acted  very  nicely  toward  us,  and 
have  said  at  different  times  they  were  prepared  to  take  care  of  any 
obligations  that  we  might  meet  with;  but,  as  I  say,  on  account  of 
the  condition  of  things,  the  looks  of  things,  we  felt)  it  wise  to  go 
to  work  and  conserve  our  resources. 

Mr.  Miller.  Is  yours  a  mutual? 

Mr.  MiNNis.  It  IS  a  mutual. 

Mr.  Miller.  What  per  cent  do  you  loan  on  the  present  cost? 

Mr.  M1NNI8.  We  are  permitted  to  loan  as  high  as  70  per  cent  upon 
the  value  of  the  improvements  and  the  value  of  the  lot.  We  are  per- 
mitted to  do  that,  but  it  is  a  rare  thing  now  that  we  loan  under 
present  conditions  to  exceed  50  per  cent. 

Mr.  Miller.  Of  the  cost  ? 

Mr.  MiNNis.  Of  the  cost.    That  is  the  present  cost. 

Mr.  M1LI.ER.  What  character  of  buildings  do  you  loan  on  ?  What  is 
the  limit  of  valuation  on  homes?    How  low? 

Mr.  MiNNis.  We  have  to-day  162  loans  in  the  city  of  Des  Moines, 
made  on  homes  here.  There  is  none  of  them  that  exceeds  $5,000.  The 
lowest  one  is  $500,  so  that  thejr  vary  from  $500  to  $5,000. 

Mr.  Miller.  Are  you  familiar  with  Senator  Calder's  hoiiie-loan 
bill? 

Mr.  MiNNis.  Not  particularly;  I  have  read  it  over  some;  I  have  the 
bill  with  me  now. 

Mr.  Miller.  Are  you  favorably  impressed  with  it  ? 

Mr.  MiNNis.  I  am.  ^ 

Mr.  Miller.  Could  you  suggest  any  improvements  to  it? 

Mr.  MiNNia.  No ;  the  only  thing  t^at  I  might  suggest  would  be  to 
get  it  in  action  as  quickly  as  possible,,  for  the  reason  that,  as  was 
presented  by  the  building  committee  that  appeared  before  Senator 
Calder  in  the  Senate  room  at  the  time  this  bill  was  presented  bv  these 
men,  that  with  our  securities  we  have  we  were  unable  to  borrow 
tnoney  on  them,  and  we  are  taking  this  money  that  is  saved  by  the 
people  of  our  oWn  community  and  putting  it  back  into  homes  for 
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these  people  here  at  home.  In  other  words,  every  dollar  that  is  in- 
vested with  the  building  and  loan  and  savings  association  goes  back 
not  into  stock  outside  or  some  remote  place,  but  into  the  community 
in  which  these  people  live.  For  instance,  we  are  not  permitted  to 
loan  a  dollar  of  this  money  outside  of  Polk  County. 

Mr.  Miller.  Have  you  any  criticisms  of  the  bill  ? 

Mr.  MiNNis.  None  whatever. 

Senator  Kenyon.  Would  you  feel  embarrassed  to  make  them  in 
Senator  Calder's  presence? 

Mr.  MiNNis.  Not  a  bit. 

The  Chairman.  As  I  understand  it,  people  have  loaned  on  bonded 
mortgage  over  $2,000,000,000. 

Mr.  MiNNis.  Yes,  sir ;  we  have  over  $2,000,000,000. 

The  Chairman.  And  this  would  permit  them  to  borrow  at  least  a 
billion  and  a  half  more  in  an  emergency  and  loan  it  again? 

Mr.  MiNNis.  Yes,  sir. 

The  Chairman.  In  the  communities  where  the  homes  are  required? 

Mr.  MiNNis.  Yes,  sir. 

The  Chairman.  What  do  you  charge  your  depositors? 

Mr.  MiNNis.  We  pay  6  per  cent. 

The  Chairman.  How  much  do  you  charge? 

Mr.  MiNNis.  Seven  per  cent. 

The  Chairman.  How  long  does  it  take  to  pay  off  a  loan  ? 

Mr.  MiNNis.  If  he  is  paying  the  minimum  payments  of  1^  per  cent 
a  month,  he  will  pay  out  his  loan  in  10  years  and  9  months.  How- 
ever, many  of  them  take  advantage  of  paying  more.  We  find  this, 
that  perhaps  a  person  may  neglect  to  pay  some  other  indebtedness, 
but  they  will  stick  to  their  building  loan  religiously  in  paying  a  debt 
upon  the  home. 

The  Chairman.  And  if  they  make  any  payments  in  advance  of 
when  the  payments  are  due,  the  interest  is  canceled  from  the  date  of 
that  payment? 

Mr.  MiNNis.  We  allow  them  interest  on  the  payments  that  they 
make.  That  is  provided  for  by  our  statutes  on  the  1st  of  July  and 
January  of  each  year.  Now.  gentlemen,  this  is  very  dear  to  my 
heart,  and  I  am  sorry  that  I  haven't  more  time  and  you  have  no 
more  time.  One  of  the  reasons  that  it  is  not,  perhaps,  better  known 
was  said  by  a  gentleman  who  testified  here  this  morning,  the  build- 
ing loans  are  not  popular,  and  the  reason  they  are  not  popular,  per- 
haps, is  because  they  are  not  better  known,  lie  made  the  statement, 
but  he  didn't  realize  what  we  had  in  the  building  and  loan  associa- 
tion, as  I  say  we  have  made  1G2  loans  on  homes  here  in  Des  Moines ; 
we  have  never  foreclosed  a  mortgage;  our  loans  have  been  kept  up 
in  fine  shape;  payments  have  been  made  to  the  State  of  Iowa,  and 
they  are  ;still  increasing.  For  instance,  there  has  been  an  increase 
of  12  building  and  loan  associations  this  year,  and  two  of  them 
organized  in  Fort  Dodge  this  past  year,  and  I  know  they  will  be 
very  helpful  to  your  community,  and  we  encourage,  as  I  have  written 
to  Mr.  Faxon,  the  organization  of  building  and  loan  associations 
here  in  the  city  of  Des  Moines,  for  the  success  of  our  organizations 
is  influenced  by  the  success  of  the  city. 

Mr.  Faxon.  'Mr.  Chairman,  I  will  now  call  Mr.  P.  H.  Cunningham, 
a  representative  of  the  real-estate  fraternity. 
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STATEMENT  OF  ME.  P.  H.  CUNNINOHAM,  BEPBESEHTINO  DOMM- 

NEAL  CO.,  DES  MOINES,  IOWA. 

Mr.  Miller.  You  are  familiar  with  the  building  and  loan  features 
of  Senator  Calder's  home-loan  bill  ? 

Mr.  Cunningham.  No,  sir;  not  very. 

Mr.  MiixER.  Have  you  any  suggestions  to  offer  to  the  committee 
that  would  help  earn'  out  its  purpose  ? 

Mr.  CuNNiNGiiAM.*^  T  favor  the  idea  of  the  tax  exemption  for  five 
years  on  new  homes.  I  don't  believe  that  the  farmer  is  coming  to 
the  city,  unless  it  is  the  retired  farmer.  We  think  the  city  got 
the  farmer  who  was  drawn  into  the  Army;  he  didn't  care  to  go 
back,  but  the  farmer  as  a  whole  is  not  coming  to  the  city.  Loan 
money  for  the  purchase  of  material  to  build  the  home  and  it  will 
be  a  great  benefit  to  the  property  owner  and  an  encouragement  to 
the  builder  to  build  a  home.  The  five-year  exemption  from  taxation, 
which  I  heard  suggested  at  the  chamber  of  commerce  luncheon,  is  a 
verv  commendable  feature,  I  believe. 

Senator  Kenyon.  Won't  there  be  a  great  deal  of  complaint  about 
that,  if  you  relieve  some  from  taxation? 

Mr.  Cunningham.  Yes,  sir;  as  much  as  Henry  George  ever  was 
criticized. 

Senator  Kenton.  Do  you  believe  in  Henry  George's  theories? 

Mr.  Cunningham.  Oh  no,  not  at  all. 

The  Chairman.  Do  you  believe  this  is  an  emergency  that  must 
be  met? 

Mr.  Cunningham.  Yes,  sir;  I  do. 

The  Chairman.  You  think  that  anything  that  encourages  people 
to  build  a  lot  of  houses  now  will  tend  to  afford  employment  for 
workingmen  who  engage  in  the  building  industry  and  it  will  tend 
to  stabilize  things  in  a  general  way,  and  that  in  the  end  it  will  help 
materially  to  solve  the  housing  problem? 

Mr.  Cunningham.  Yes,  sir.  We  have  an  increased  standard  of 
living,  and  we  should  do  something  to  maintain  it.  We  have  the 
second  generation  coming  into  the  Eastern  States  and  we  are  now 
feeling  them  here. 

The  Chairman.  You  believe  we  should  prepare  for  the  future. 

Mr.  Cunningham.  We  have  in  addition  to  the  increased  standard 
of  living  from  cleanliness,  an  outdoor  life  which  the  Army  taught  to 
the  boys  of  the  Nation,  and  those  men  are  now  seeking  homes  for 
themselves.  For  the  good  of  our  country  we  must  meet  that  situa- 
tion. We  demand  better  homes,  and  it  is  a  fact  that  we  are  short  all 
over  the  United  States  due  primarily,  to  the  war,  the  increased  stand- 
ard of  living,  and  the  foreign  immigration  which  is  coming  back 
to  us  now  in  greater  numbers  than  before  the  war. 

The  Chairman.  The  cost  of  home  building  to-day  will  discourage 
the  building  of  houses? 

Mr.  Cunningham.  As  one  banker  told  me  the  other  day,  they 
couldn't  give  them  a  loan.  If  all  other  conditions  were  right,  the 
man  with  a  lot  couldn't  build  on  it  because  he  couldn't  get  the 
money.  I  have  some  facts  here  with  regard  to  that  matter.  The  ad- 
vanced population  according  to  the  1920  censlis  is  126,000.  The  Gov- 
ernment average  is  5  individuals  to  a  family.    That  would  make 
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30,157  families  in  Des  Moines.  Des  Moines  not  being  an  industrial 
center  we  have  4^  individuals  to  the  family.  Deducting  from  that 
10,000  who  live  in  apartments,  it  leaves  a  result  of  4,600  homes  short 
in  Des  Moines.  A  recent  postal  census  carried  on  by  our  postal  de- 
partment here  over  110  postal  routes  shows  344  unoccupied  and  va- 
cant houses  in  Des  Moines,  121  of  which  are  for  rent. 

The  Chairman.  You  stated  121  are  for  rent.  The  rest  are  for 
sale  ? 

Mr.  Cunningham.  Unoccupied  and  for  sale  344,  and  for  rent  121. 

Senator  Kenyon.  Why  aren't  they  rented?  What  is  your  theory 
as  to  that  ? 

Mr.  Cunningham.  The  average  home  that  is  not  rented  is  a  $75  to 
$125  a  month  liome,  which  is  a  most  prohibitive  figure  for  the  aver- 
age man. 

Mr.  Miller.  So  that  there  is  no  doubt  in  your  mind  as  to  the  hous- 
ing shortage  in  Des  Moines  and  Iowa? 

Mr.  Cunningham.  Xo,  sir. 

The  Chairman.  Thank  you. 

Mr.  Faxon.  Mr.  Chairman,  just  very  briefly  I  want  to  present 
Mrs.  W.  H.  McHenry,  former  president  of  the  Federation  of 
Women's  Clubs,  who  has  just  a  few  words  with  reirard  to  the  atti- 
tude of  the  women  toward  this  situation. 

STATEMENT  OF  MES.  WILLIAM  H.  McHENUY,  PAST  PRESIDENT, 

FEDERATION  OF  WOMEN^S  CLUBS. 

Mrs.  McHenrt.  Gentlemen,  I  consider  it  a  great  privilege  to  be 
here  at  a  conference  of  this  kind  that  means  so  much  to  the  welfare 
of  Iowa  and  our  Nation.  I  happen  to  represent,  and  am  here  as  a 
representative  of  the  Iowa  Federation  of  Women's  Clubs,  an  organi- 
zation that  has  800  clubs  distributed  throughout  the  State  and  con- 
stituting 80,000  or  40,000  women.  In  listening  to  this  conference — 
I  wasn't  here  at  the  morning  session,  but  this  afternoon  it  relates 
entirely  to  the  study  of  this  housing  problem,  and  our  federation 
and  the  women,  of  course,  are  vitally  interested  in  the  other  side, 
the  welfare  side  for  the  improvement  of  the. family,  and  we  hope 
that  as  a  result  of  this  conference  that  that  may  never  be  lost  signt 
of.  We  have  felt  in  Iowa  for  some  time  that  this  State  was  bound 
to  be  densely  populated  because  of  the  wonderful  productiveness  of 
the  soil,  and  we  have  been  striving  and  working  for  a  law  which 
would  safeguard  the  homes  of  Iowa,  and  in  the  carrying  out  of  that 
law  we  believe  that  it  will  not  restrict  building,  but  that  it  may 
be  carried  on.  If  the  regulations  are  right  it  will  not  restrict 
building. 

We  also  believe  that  in  going  as  you  do,  from  State  to  State,  that 
all  States  should  have  housing  laws.  There  are  only  about  11  that 
have  these  State-wide  housing  laws,  and  it  is  vital  to  the  inter- 
est of  the  home  of  our  Nation,  and  that  also  it  might  be  possible 
for  the  Government  to  give  us  Federal  aid  at  this  particular  time. 
Our  federation  was  most  active  in  helping  to  create  public  sentiment 
that  we  enact  a  law  to  protect  our  homes,  and  now  that  we  have 
that  law  we  are  also  trying  to  see  to  and  help  in  the  enforcement 
of  that  law.     In  cities  of  15,000  and  up  it  is  mandatory,  and  our 
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aim  is  to  extend  to  other  sections  where  it  dpes  not  apply  through 
ordinance  and  so  on,  and  through  our  11  districts  we  have  been 
cooperating  with  Mr.  Sands  through  educational  work  to  bring  to 
the  people  the  necessity  of  the  enforcenjent  of  this  law.  The  home 
and  the  environment  should  be  of  the  best.  It  is  not  enough  that 
we  have  simply  a  home ;  the  necessity  is  that  it  be  the  right  kind  of 
home,  the  right  essentials  for  the  right  living  and  the  right  environ- 
ment for  children,  and  that  is  the  appeal  that  the  women's  clubs 
will  bring  forward,  that  the  men  in  looking  at  the  business  side  may 
not  lose  sight  of  that  very  vital  side  of  that  question,  and  it  is  from 
the  home  side,  the  women  s  side,  that  I  wish  to  call  your  attention  to. 

The  Chairman.  Thank  you  very  much. 

Mr.  Faxon.  Capt.  Sands  testified  very  fully  this  morning  concern- 
ing the  law  and  its  administration,  and  so  on.  Mr.  Chairman,  I  wish 
to  call  Mr.  Ashton  Clemens  now,  of  the  Standard  Glass  &  Paint  Co., 
jobbei's  and  distributors. 

STATEMENT  OF  ME.  ASHTON  CLEMENS,  MANAGER,  STANDARD 

GLASS  &  FAINT  CO.,  DES  MOINES,  IOWA. 

Mr.  Clemens.  Gentlemen,  the  whole  question  of  the' housing  situa- 
tion has  been  pretty  generally  covered,  so  there  isn't  very  much  for 
me  to  say,  unless  I  take  some  other  angle  than  the  investigation  has 
followed  to-day.  Of  course,  we  all  agree — I  think  we  agree,  at  least — 
that  the  fundamental  reasons  are  the  shortage  of  money  plus  interest 
rates.  Federal  taxes,  labor  costs,  including  regulation  of  production, 
and  all  such  things  as  that,  which  include  and  enter  into  the  present 
cost  of  building,  which  make  it  practically  prohibitive.  In  addition 
to  that,  I  think  you  have  too  many  trade  organizations  and  too  many 
of  what  is  now  known  as  institutes.  Men  who  follow  this  particular 
line  of  business — the  building  trades — will  probably  know  what  is 
meant  as  institutes.  I  am  sure  that  most  of  them  do,  because  they  are 
more  or  less  affiliated  with  them.  The  trade  organizations  and  in- 
stitutes have  for  their  intent  the  betterment  of  conditions  pertaining 
to  building  interests,  but  at  the  same  time  it  affects  materially  all 
building  costs.  Time  will  not  permit  of  me  going  into  the  details  of 
each  one  or  taking  up  in  a  separate  way  the  different  lines  of  endeavor 
that  might  materially  affect  the  different  lines  of  industry. 

I  am  going  to  gather  together  to  the  committee  just  a  few  facts  con- 
cerning our  own  business  and  some  of  the  reasons  why  our  particular 
line  of  business  is  so  high  in  cost.  There  hasn't  been  enough  said 
to-day,  I  believe,  about  the  extreme  costs  of  materials.  I  don't  know 
that  our  lines  are  any  different  from  many  others.  Mr.  Kenyon  in  his 
talk  to-day  noon  said  something  about  having  arrived  at  a  time  when 
men  should  consider  each  othej  and  join  together  in  an  attempt  to 
reduce  and  minimize  costs  and  m  any  way  that  we  possibly  could  help 
the  other  fellow  to  get  what  he  is  entitled  to.  You  will  never  arrive 
at  that  station  as  long  as  the  present  attitude  of  men  is  to  make  all 
they  can  make  out  oi  a  transaction.  I  am  not  different  from  other 
men  in  that  respect.  We  make  a  profit.  We  hold,  though,  that  in 
making  that  profit  one  of  the  things  to  do  is  to  do  a  volume  in  which 
a  fair  margin  o^  profit  is  to  be  made,  and  by  doing  that  it  matters  little 
how  much  any  concern  or  individual  may  make,  if  they  will  do  suffi- 
cient volume  of  business  at  a  small  enough  rate  of  earning.  I  have 
no  criticism  if  the  concern  makes  money,  no  matter  what  they  make. 
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provided  they  will  do  it- on  that  basis.  I  suggested  to  Senator  Kenyon 
some  time  ago  that  there  were  some  abuses  in  the  interests  of  which 
we  are  connected  that  ought  to  be  investigated,  and  I  have  made  this 
same  statement  before  conventions  and  meetings  of  the  trades  in  which 
we  are  connected.  I  made  it  only  recently  in  Qiicago  before  a  meeting- 
called  of  western  men  interested  in  the  glass  industry,  together  with 
the  manufacturers.  Probably  I  am  just  a  little  bit  independent  and 
free  to  talk,  because  I  have  the  habit  of  saying  the  things  I  think  as 
long  as  I  believe  that  I  am  right. 

The  glass  industry  of  this  country,  if  no  other,  should  have  Gov- 
ernment investigation.  I  will  make  this  statement,  that  since  Jan- 
uary 1,  1916,  plate  glass  has  increased  as  an  article  450  per  cent  in 
value.  Window  glass  through  manipulation  and  withholding  of  pro- 
duction has  increased  over  300  per  cent  in  the  last  three  years.  I 
object  to  this  situation  for  this  reason,  that  we  as  middlemen  really  act 
as  a  collection  agency  for  the  funds  that  are  returned  to  the  manufac- 
turers in  excess  of  what  they  are  entitled  to.  Prior  to  the  war  there  were 
no  agreements  among  the  manufacturers.  The  Government  showed 
them  how  to  do  it.  By  telling  them  to  curtail  production  to  a  certain 
proportion  or  certain  amount  during  war  times,  they  told  them  how  it 
could  be  done.  That  brought  the  manufacturers  together;  it  brought 
the  workmen  together  in  tnese  industries.  Taking  into  consideration 
particularly  the  window-glass  industry  to-day,  the  workmen,  one  of 
the  strongest  labor  organizations  in  the  country,  operating  practi- 
cally without  any  additions  to  their  ranks  for  years,  have  an  agree- 
ment with  the  manufacturers  to  work  32  weeks  in  the  year,  for  which 
they  receive  52  weeks'  pay.  The  manufacturers  in  turn  assign  to  the 
different  interests,  the  different  factory  interests,  a  certain  propor- 
tion of  the  output  to  be  made  in  that  32  weeks.  They  control  abso- 
lutely to  a  box  the  amount  of  glass  that  will  be  manuiactured  by  the 
entire  glass  industry  within  the  period  of  two  times  of  operation  of 
16  weeks  each.  For  instance,  in  December  last,  on  the  15th,  at  closing 
time  they  were  three  months  behind  in  shipments.  That  made  no 
difference— -they  closed  just  the  same. 

The  Chairman.  They  could  have  stayed  open  without  incon- 
venience because  of  weather  or  otherwise? 

Mr.  Clemens.  Absolutely. 

Mr.  Meyer.  Do  they  give  any  explanation  for  such  closing? 

Mr.  Clemens.  I  will  tell  you  what  happened.  We  went  to  Chicago 
at  that  time,  some  50  men  from  all  over  the  country  interested  in 
the  business,  met  with  the  manufacturers  at  that  time  and  also  the 
labor  interests  were  represented.  We  asked  them  at  that  time  ta 
operate  six  weeks  longer  because  of  the  extreme  need  of  the  material 
which  they  were  manufacturing.  Thqy  heard  our  people  and  we  re- 
tired while  they  discussed  the  matter.  When  we  came  back  in  the 
room  they  offered  to  operate  at  that  time  six  weeks  longer  if  we 
would  pay  them  a  10  per  cent  advance  over  the  present  high  prices, 
which  we  refused  to  do.  The  final  concession  by  the  workmen  and 
the  manufacturers  was  that  they  would  work  two  weeks  longer, 
which  they  did.    That  is,  they  operated  a  34- week  year. 

Senator  Kenton.  They  did  that  to  curtail  production? 

Mr.  Clemens.  I  would  say  that  is  what  it  was  done  for. 

Senator  Kenyon.  I  don't  see  why  it  is  not  a  clear  violation  of  the 
Sherman  Act. 
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Mr.  Clemens.  Now,  only  within  the  last  three  weeks  a  meeting 
called  for  a  similar  purpose  in  connection  with  the  plate-glass  in- 
dustry of  the  country  which  every  one  knows  who  has  anything  to  do 
at  all  with  the  business  is  absolutely  exorbitant. 

Demand  was  made  at  that  time  tor  a  reduction  in  price.  I  made 
the  same  statements  there  that  I  have  made  here,  because  I  am  under 
no  obligations  to  any  one.  and  I  feel  that  I  have  the  right  to  make 
them.  We  were  told  plainly  that  there  would  be  no  reduction  in 
price  yet  of  plate  glass.  I  have  been  refused  to  be  supplied  with  a 
single  car  of  glass  inside  of  60  days  as  a  part  penalty,  I  imagine, 
for  some  of  the  things  I  have  said.  I  know  at  the  same  time  that  in 
this  State  alone  there  has  been  set  within  the  past  15  days  two  cars 
of  plate  glass  that  the  man  couldn't  even  use  if  he  had  it,  the  man 
it  was  shipped  to.  As  strong  a  demand  as  possible,  and  as  many 
reasons  as  could  be  given,  were  given  as  to  why  there  ought  to  be  a 
reduction  in  the  price  of  plate  glass.  The  jobbers  voluntarily 
throughout  the  country  reduced  the  price  of  glass,  even  against  the 
fact  that  the  manufacturers  did  not  reduce,  something  better  than  10 
per  cent.  The  manufacturers  refused  to  take  any  business  except 
on  the  last  months  prices,  which  are  uniform  throughout  the  United 
States.    There  is  not  a  cent  difference. 

The  Chairman.  Is  there  any  more  than  one  concern  manufac- 
uring  glass  ? 

Mr.  Clemens.  There  are  many  of  them,  but  their  price  list  is 
identically  the  same. 

The  Chairman.  How  many  are  there  ? 

Mr.  Clemens.  Of  the  big  ones,  about  seven. 

The  Chairman.  And  will  you  give  us  their  names? 

Mr.  Clemens.  I  will  give  them  to  you.  At  this  meeting,  as  I  say, 
they  refused  to  consider  any  change  in  prices,  stating  there  would 
be  none,  indicating  and  in  fact  saying  that  there  would  be  no  over- 
production. Men  bought  glass  at  that  time  at  the  quoted  price  on 
their  statement.  Day  before  yesterday  in  the  first  mail  we  received 
a  notice  of  a  reduction.  Now,  gentlemen,  that  reduction  amounts  to 
$4,000  a  car.  In  other  words,  the  equivalent  of  the  entire  value  of 
plate  glass  as  of  January  1, 1916,  per  car.  The  present  average  value 
of  the  plate  glass  per  car  is  $16,000,  off  of  whicn  they  took  $4,000  in 
one  crack. 

The  Chairman.  That  is  25  per  cent  reduction? 

Mr.  Clemens.  That  is  25  per  cent  reduction,  but  that  25  per  cent 
reduction,  on  account  of  the  400  per  cent  advance,  is  the  equivalent 
of  the  entire  cost  of  glass  in  1916,  which  was  about  $4,000  per  car. 

Senator  Kenton.  The  reduction  amounted  to  the  equivalent  of  the 
whole  cost  in  1916? 

Mr.  Clemens.  Yes,  sir.  There  isn't  any  reason  to-day  why  plate 
^lass  should  cost  three  times  what  it  cost  in  1916.  Now,  I  mav  be 
just  a  little  bit  out  of  order,  and  probablv  sounds  a  little  unusual  for 
me  to  make  this  statement,  but  1  have  this  view,  that  we  will  never 
proceed  along  the  building  line  of  construction  as  we  ought  to  until 
conditions  of  that  kind  are  adjusted.  Now,  we  make  nothing  by 
these  high  prices.  We  act  as  sort  of  middle  men.  Our  profits  remain 
in  many  instances  exactly  the  same  as  they  were  in  1916. 

We  are  simply  collecting  from  the  public  an  increase  over  what 
we  were  at  that  time,  and  turning  it  bacK  to  the  factories.    They  even 
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go  SO  far  in  some  of  these  cases  to  say  to  you  that  unless  you  secure 
a  certain  price  for  these  commodities  you  will  not  be  suppli^.  This 
instance  happened  to  me  only  yesterday  in  a  certain  commodity. 
This  condition  I  entirely  failed  and  renised  to  agree  to.  We  feel 
that  when  we  purchase  merchandise  at  whatever  cost  we  may  agree 
to  pay  the  manufacturer  that  the  merchandise  belongs  to  us  and  we 
have  the  right  to  sell  it  at  what  we  feel  fits  our  cost  plus  any  reason- 
able profit  we  feel  we  are  entitled  to,  conditions  considered.  I  don't 
want  to  throw  too  much  of  a  discordant  note  into  the  meeting  which 
has  been  hai'monious  all  through  the  day,  but  these  are  matters  which, 
if  you  can  correct,  will  materially  help  the  situation  which  you  are 
trying  to  solve.  I  am  not  saying  anything  about  other  lines  of 
•  building  materials.  We  are  not  closely  connected  with  them.  I  only 
have  got  a  suspicion  that  similar  conditions  exist  in  other  lines. 

Senator  Keijyon.  You  don't  think  that  all  of  the  profiteers  are  in 
the  glass  business? 

Mr.  Clemens.  I  do  not. 

The  Chairman.  You  haven't  thrown  a  discordant  note  into  the 
meeting  at  all,  my  friend ;  you  are  giving  us  some  of  the  information 
we  want. 

Mr.  Clemens.  I  have  been  asked,  and  without  my  solicitation,  two 
or  three  times,  possibly  because  I  am  known  as  a  scrapper,  to  file 
charges  similar  to  these.  I  have  never  seen  fit  to  do  it;  it  would 
not  be  policy  for  me  to  do  it;  it  is  a  bigger  problem  than  anj'  one 
man  or  any  one  set  of  men  without  authority  could  handle. 

I  think  no  better  evidence  of  an  understanding  could  possibly  be 
needed  than  the  fact  that  their  printed  lists  of  eveiy  one  of  these 
manufacturers  are  identical,  and  that  no  discounts  are  allowed ;  they 
are  net.  In  addition  to  this  excessive  cost  as  coming  from  the  manu- 
facturei^s  is  the  question  of  rates.  We  have  always  considered  the 
freight  rate  as  applied  to  glass  as  excessive.  It  costs  at  the  present 
time  about  $400  on  the  average  to  move  a  car  of  glass  from  Indiana 
to  Des  Moines  across  practically  three  States — a  two-day  haul.  A 
car  of  glass  from  Toledo  to  Des  Moines  will  often  exceed  $500  a  car. 
The  classification  is  entirely  out  of  order,  the  supposition  being  that 
there  is  a  certain  amount  of  risk  in  handling  glass.  This  is  covered 
in  the  rate  applied.  The  truth  of  the  matter  is  that  we  ship  a  half 
million  dollars  a  year  or  more  of  glass  and  our  claims  don't  amount 
to,  I  should  say,  on  an  average  $100  a  year.  I  think  that  there  is  a 
suggestion  that  might  well  be  passed  on  to  whoever  is  in  authority 
in  the  making  of  rates  that  might  secure  in  that  way  a  reduction  in 
the  cost  of  freight  which  we  must  all  insist  add  to  our  resale  price, 
which  we  would  not  do  if  we  didn't  have  to  pay  those  rates. 

Senator  Kenyon.  Would  you  object  to  giving  us  the  name  of  the 
manufacturer  that  you  thought  would  punish  you  for  your  remarks  i 
I  don't  ask  this  if  it  is  going  to  embarrass  you. 

Mr.  Clemens.  I  would  just  as  soon  leave  that  out.  I  will  give  you 
all  of  the  information  you  will  want. 

Senator  Kenyon.  Will  you  give  us  the  names  of  all  these  manu- 
facturers that  you  speak  of,  these  seven?     Will  you  give  us  their 

names? 

Mr.  Clemens.  Three  of  those  have  been  recently  combined  under 
the  head  of  the  National  Plate  Glass  Co. 

Senator  Kenyon.  Where  is  its  general  offices? 
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Mr.  Clemens.  Detroit. 

Senator  Ken  yon.  What  are  the  others? 

Mr.  Clemens.  The  only  other  two  that  I  am  familiar  with — the 
only  one  other  one  that  I  would  be  willing  to  answer  for  is  the  Ford 
Plate  Glass  Co.,  of  Toledo.  There  are  others,  but  I  wouldn't  answer 
as  to  them. 

Senator  Kenton.  These  are  the  heavy  ones? 

Mr.  Clemens.  They  are  the  big  ones. 

Senator  Kenyon.  What  about  the  Pittsburgh  Plate  Glass  Co.? 

Mr.  Clemens.  The  Pittsburgh  produces  a  very  large  amount  of 
plate  glass,  manufacturing  principally  for  distribution  through  their 
own  warehouses. 

The  Chairman.  Do  the  manufacturers  of  glass  take  a  committee 
of  their  labor  throughout  the  country  in  the  winter,  and  did  they 
in  1917,  to  show  their  labor  that  the  warehouses  were  overstocked  ? 

Mr.  Clemens.  No  ;  I  don't  know  of  that  situation. 

The  Chairman.  That  statement  has  been  made  to  us. 

Mr.  Miller.  Do  you  know  of  any  committees  of  labor  going  around 
and  inspecting  their  warehouses? 

Mr.  Clemens.  They  do. 

Mr.  Miller.  How  often  do  their  labor  representatives  inspect  their 
warehouses  ? 

Mr.  Clemens.  I  couldn't  say  ds  to  that,  but  of  the  fact  that  the 
inspection  and  check  of  the  stocks  is  made  is  generally  made  through- 
out the  trade. 

Mr.  Miller.  And  it  is  upon  the  basis  of  the  inspection  that  the 
period  of  32  weeks  is  regulated? 

Mr.  Clemens.  Yes,  sir. 

Mr.  Miller.  So  that  the  representatives  of  labor  at  Pittsburgh 
make  an  inspection  of  the  warehouses  of  the  country  and  regulate 
production  accordingly? 

Mr.  Clemens.  Yes,  sir ;  and  they  set  the  amount  that  is  to  be  made. 

\Mr.  Miller.  Do  you  know  what  the  production  has  been  in 
1913, 1914, 1915, 1916, 1917, 1918,  and  1919— the  national  production? 

Mr.  Clemens.  Not  in  boxes  I  don't. 

Mr.  Miller.  Do  jou  know  how  much  of  the  production  was  taken 
by  the  automobile  industry  at  the  advent  of  the  closed  car?  By  the 
automobile  industry,  they  bought  up  two  or  three  concerns,  you 
remember. 

Mr.  Clemens.  Yes. 

Mr.  Miller.  The  early  part  of  this  year.  How  much  is  that? 
What  percentage  is  that  of  the  total  production  ? 

Mr.  Clemens.  Thirty  per  cent. 

Mr.  Miller.  Thirty  per  cent  of  the  total  production  was  lifted 
out  of  this  industry  and  turned  over  to  the  automobile  industry? 

Mr.  Clemens.  Yes,  sir;  but  it  amounts  to  a  very  small  per  cent, 
the  30  per  cent. 

Mr.  Miller.  It  may  result  from  the  fall  of  the  25  per  cent  price 
loss  at  this  time. 

Mr.  Clemens.  You  have  the  correct  idea;  the  consumption  isn't 
there ;  they  are  accumulating  stocks. 

Senator  Kenton.  I  think  your  testimony  should  be  submitted  to 
a  Federal  court  with  jurisdiction  to  instruct  the  grand  jury  to  inves- 
tigate this  from  the  criminal  end. 
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Mr.    CusMENs.  These   facts,    Senator,   are   in   the   possession    of 
authorities  in  Washington  and  have  been  for  some  time. 

Senator  Kenton.  The  Attorney  General's  Office? 

Mr.  Clemens.  I  had  that  information  through  Senators,  that  they 
had  this  information. 

Senator  Kenyon.  That  doesn't  mean  much. 

Mr.  Clemens.  It  is  to  get  to  the  right  quarters. 

Senator  Kenyon.  Another  Attorney  (jeneral  will  be  in  on  the  4th 
of  next  March  and  that  may  help  some. 

Mr.  Faxon.  Mr.  Chairman,  I  am  ^oing  to  present  the  last  witness 
now,  so  far  as  we  are  concerned,  and  in  doing  that  I  want  to  call  your 
attention  to  the  fact  that  while  we  have  made  a  remarkably  full 
schedule  for  you  and  have  tried  to  have  it  as  diversified  as  possible, 
and  as  interesting  and  productive  of  information  as  possible,  we  had 
scheduled  29  possible  witnesses.  We  have  heard  from  25  of  them,  sir, 
to-day,  and  we  have  tried  to  put  it  through  as  interestingly  and  as 
rapidly  as  possible. 

I  am  going  to  call  now  for  Mr.  E.  G.  Wylie.  freight  commissioner 
for  the  city  of  Des  Moines,  employed  by  the  business  organizations 
of  Des  Moines  for  traffic  purposes,  who  will  speak  for  transportation 
and  possibly  fuel. 

The  Chaikman.  A  good  many  people  who  have  been  here  to  aid  are 
leaving  the  court  room  at  this  time;  and  most  of  them  will  have  gone 
at  the  conclusion  of  this  gentleman's  testimony.  For  the  committee, 
I  want  to  thank  our  friend  and  guide,  the  secretary  of  the  chamber  of 
commerce,  and  I  want  to  thank  the  chamber  of  commerce  itself  and 
all  of  the  men  and  the  lady  of  Des  Moines  who  have  come  here  to-day 
to  testify.  We  have  had  a  number  of  hearings,  and  we  have  had 
none  more  comprehensive  and  none  where  the  interest  locally  has 
been  greater  or  where  the  people  have  tried  to  give  us  better  infor- 
mation. 

The  committee  have  received  your  story.  We  are  just  going 
through  the  country  finding  out  what  the  people  of  the  country 
think  of  this  question,  and  we  shall  make  our  report  to  the  Senate 
early  in  December,  hopeful  in  some  way  or  other  tnat  good  will  come 
out  of  our  visit  here. 

Mr.  Faxon.  May  I  say  just  one  word  after  your  very  gracious 
remarks?  We  have  assumed  and  we  have  been  convincea  that  you 
were  coming  here  for  a  useful  purpose,  to  serve  a  useful  purpose 
in  behalf  of  the  public  welfare  of  the  country,  not  going  after  any- 
body, but  endeavoring  to  find  out  something  to  solve  this  problem, 
and  it  was  in  that  spirit  that  we  endeavored  to  prepare  lor  your 
A^sit,  and  if  we  haA'e  been  useful  we  are  very  glad,  indeed,  to  have 
served  you.    I  will  now  ask  Mr.  E.  G.  Wylie  to  proceed. 

STATEMENT  OF  HE.  EBNEST  0.  WTUE,  FREIGHT  COMHISSIONEB, 
GEEATER  DES  MOINES  COMMITTEE,  DES  MOINES,  IOWA. 

Mr.  Wylte.  I  think  that  the  commission  has  about  used  all  the 
time  that  they  are  anxious  to  on  this  subject,  and  I  will  make  my 
comments  more  on  the  line  of  coal,  because  coal  is  power,  and  power 
is  both  transportation  and  manufacturing;  it  goes  right  to  the  root 
of  the  proposition. 
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We  arc  all  familiar  with  the  fact  that  recently  ex  parte  No.  74  of 
the  Interstate  Commerce  Commission  providea  under  the  recent 
legislation  for  a  verj^  radical  increase  in  the  transportation  charges 
of  the  carriers.    At  page  256  in  ex  parte  74  the  commission  said : 

The  rates  to  be  established  on  the  basis  hereinbefore  approved  must  neces- 
sarily be  subject  to  such  readjustments  as  the  facts  may  warrant.  It  Is 
conceded  by  the  carriers  that  readjustments  will  be  necessary.  It  is  expected 
that  sldppers  will  take  these  matters  up  In  the  first  Instance  with  the  carriers, 
and  the  latter  will  be  expected  to  deal  promptly  and  effectually  therewith,  to 
the  end  thnt  necessary  readjustments  may  be  made  in  as  many  instances  as 
practical  without  appeal  to  us. 

Now,  the  rates  that  T  propose  laying  before  you  are  intrastate 
rates,  but  they  are  rates  made — or,  rather,  built  up— on  the  basis 
of  the  Iowa  commission's  rates  of  long  ago  plus  certain  increases 
subsequently  made,  with  the  addition  thereto  of  the  increases  pro- 
vided in  General  Order  No.  28  by  Director  General  McAdoo  and 
with  the  35  per  cent  recently  provided  for. 

This  general  question  of  the  Iowa  rates  on  soft  coal  is  one  that  has 
been  brought  to  me  by  different  subscribers  of  the  Greater  Des 
Moines  Committee  as  a  matter  of  very  grave  importance  to  them, 
and  it  is  all  in  the  hands  or  on  the  docket  of  the  Iowa  Board  of  Bail- 
road  Commissioners,  so  that  what  I  am  to  say  is  not  at  all  in  the  way 
of  being  critical  or  criticizing  thin^,  because  if  I  had  been  the  whole 
commission  of  the  railroad  commission  I  think  I  would  have  done 
just  exactly  as  they  did,  and  what  they  did  was  an  emergency  propo- 
sition. 

In  order  that,  you  may  have  the  matter  authoritatively,  I  asked  the 
board  to  prepare  an  exhibit,  which  I  will  file  with  you,  that  gives 
the  rates  on  soft  coal  as  they  were  in  Iowa,  as  published  by  order  of 
the  Iowa  Board  of  Railroad  Commissioners,  and  that  is  referred  to 
on  the  sheet  that  is  identified  by  the  letter  A.  Next  is  shown  rates 
as  they  were  at  the  time  of  General  Order  No.  28,  and  that  sheet  is 
B ;  and  the  final  sheet,  C,  gives  the  rates  as  they  are  to-day,  so  that 
the  rates  that  are  being  charged  in  Iowa  to-day  are  a  pyramided  rate. 

On  sheet  A  the  5-mile  rate  is  shown  on  slack  and  pea  to  have  been 
25  cents  a  ton.  Taking  that  as  the  unit,  under  the  McAdoo  adjust- 
ment the  rate  became  60  cents,  which  is  240  per  cent,  and  the  rate  as 
it  has  been  increased  by  the  Iowa  commission's  action  in  deference 
to  the  finding  of  the  Interstate  Commerce  Commission  and  the  trans- 
portation act  is  74.5  cents,  or  298  per  cent ;  or,  to  put  the  matter  in 
round  figures,  the  rate  to-day  is  three  times  that  which  was  in  force 

a  short  time  ago. 

Now,  jump  down  to  the  25-mile  rate.  We  find  that  the  rate  then 
was  87  cents.  Taking  that  as  100  per  cent,  the  McAdoo  rate  was 
established  at  70  cents,  which  is  189  per  cent ;  and  the  rate  to-day  is 
97  cents,  or  262  per  cent  of  the  former  25 -mile  rate. 

The  50-mile  rate,  as  it  was  originally  established  by  the  Iowa  com- 
mission, or  established  some  years  ago  by  the  Iowa  commission,  was 
52  cents  per  ton.  Again  taking  that  as  100  per  cent.  General  Order 
No.  28  established  90  cents,  which  is  173  per  cent ;  and  the  rate  to-day 
is  $1,175,  or  226  per  cent  of  the  former  rate. 

Senator  Kenyon.  Is  that  about  the  way  it  run  all  over  Iowa,  Mr. 

Wylie? 

Mr.  Wylie.  That  is,  Iowa.  No  matter  where  the  5,  25,  or  50  mile 
rate  is,  that  is  just  the  rate.    There  is  just  a  thought  I  would  like  to 
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present  in  connection  with  this  matter,  and  that  is  I  take  it  for 
granted  you  can  put  a  drill  down  anywhere  in  the  streets  of  Des 
Moines  and  by  going  down  a  sufficient  depth  you  would  run  through 
coal.  We  are  built  over  coal.  We  are  practically  in  the  heart  of  the 
coal  belt,  and  the  thought  comes  to  me  in  this  connection  to  the  effect 
that  when  the  Railroad  Administration  were  controlling  matters 
more  absolutely  than  they  did  latterly  that  they  districted  the  terri- 
tory sufficiently  that  a  certain  locality  was  not  permitted  to  get  coal 
from  far-away  hauls,  and  for  this  reason:  That  where  you  have 
short-haul  services  you  can  put  the  equipment  into  something  ap- 
proximating a  shuttle  service.  Coal  will  come  in  to-day  and  be 
unloaded  and  go  out  reasonably  promptly  and  be  loaded  again  and 
brought  back  with  a  new  load.  Whereas  if  we  had  to  buy  our  coal 
in  Kentucky  or  West  Virginia,  or  places  where  the  aristocracy  of 
soft  coal  comes  from,  we  would  necessarily  put  a  car  in  the  trans- 
portation of  one  carload  of  coal  for  several  times  as  long  as  it  would 
take  in  these  short  hauls.  I  thought  I  would  present  that  for  the 
reason  that  there  has  been  presentation  made  before  the  Iowa  com- 
mission and  it  does  not  seem  impossible  that  this  may  be  an  adjust- 
ment that  the  Iowa  commission  may  ultimately  find  necessary  to 
correct,  and  correct  consistent  with  the  excerpt  I  read  from  the 
Interstate  Conrtnerce  Commission  statement  in  ex  parte  74. 

Now,  pertinent  to  these  present-day  increases,  to  which  I  referred 
and  have  read  into  the  record,  I  think  this  is  at  least  interesting — 
during  the  last  several  years  there  have  been  a  number  of  increases 
authorized  by  the  Interstate  Commerce  Commission  and  the  inter- 
state rates  in  the  East.  It  is  a  matter  of  common  knowledge  that  the 
Chicago-New  York  rate  was  the  yardstick  rate.  That  for  many 
years  was  on  the  basis  of  75  cents  first  class  between  Chicago  and 
New  York,  912  miles  being  accepted  as  the  basis.  We  had  the  5 
per  cent  case  and  then  the  15  per  cent  case,  and  then  General  Order 
No.  28,  and  now  ex  parte  74,  so  that  in  that  territory  the  75-cent  rate 
is  157^  cents;  it  is  in  effect  more  than  a  209  per  cent  increase  in  rate. 
I  merely  mention  that  as  having  been  spoken  of  as  suggesting  that  a 
300  per  cent  rate  is  rather  radical. 

Now,  how  much  good  that  is  going  to  do  you  I  do  not  know,  but — 
because  it  is  not  for  you,  of  course,  to  make  the  rates — but  this  ex- 
hibit is  on  the  Iowa  commission's  docket. 

The  Chairman.  Of  course,  your  testimony  gives  information. 

Mr.  Wyue.  That  is  the  only  thought  I  had. 

The  Chairman.  And  it  is  possible  that  during  the  next  session  of 
Congress  some  effort  may  be  made  to  change  the  law.  o*  some  sugges- 
tion may  be  brought  to  the  attention  of  Congress  tnat  will  warrant 
us  in  sending  to  the  Interstate  Commerce  Commission  and  la3dng 
these  facts  before  them,  and  information  begets  results  sometimes. 

Mr.  Wylie.  Anything  we  can  give  you  to  give  you  help  and  the 
people  of  Des  Moines  and  the  Nation  at  large,  and  the  Nation  as  rep- 
resented by  this  commission,  I  will  be  very  glad  to  do. 

The  Chairman.  Thank  you  very  much. 

Senator  Kenyon,  These  rates  apparently  are  exorbitant  rates. 

Mr.  Wylie.  I  really  feel  so.  Senator. 

Senator  Kenyon.  It  would  appear  so  on  the  face,  without  needing 
exnlanation  of  some  kind. 

Mr.  Wylie.  I  think  that  that  is  a  matter  that  I  pointed  out  which 
undoubtedly  is  going  to  be  attended  to  by  the  Iowa  commission.    As 
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I  prefaced  my  remarks,  if  I  had  been  acting  in  the  place  of  the  Iowa 
commission,  with  the  transportation  act  of  1920  in  front  of  me,  with 
the  commission's  finding  in  ex  parte  74  in  front  of  me,  I  think  I 
would  have  done  just  exactly  as  the  Iowa  conmiission  did,  to  authorize 
these  rates  as  a  stop-gap,  but  not  as  a  bar  against  further  investigation 
and  determination  on  rates  that  were  really  reasonable  per  se  and 
relativelv  reasonable. 

Mr.  Miller.  Have  you  made  any  rates  on  building  materials — 
sand  and  gravel? 

Mr.  Wylie.  I  went  into  the  gravel  rate  quite  a  bit  and  worked 
with  Mr.  Fletcher  more  or  less,  and  other  gentlemen  on  that. 

Mr.  Miller.  Did  similar  conditions  prevail? 

Mr.  Wylie.  Well,  you  take  their  first  rate  that  one  of  the  gentle- 
men testified  that  was  the  same  as  slack  rate — 25  cents  was  the  rate. 
That  rate  was  made  a  little  differently  under  the  General  Order 
No.  28. 

Mr.  Miller.  But  it  derives  about  the  same  increase  in  the  end  ? 

Mr.  Wylie.  No;  it  was  a  little  different.  It  was  a  little  more 
radical  in  some  way  and  not  so  much  in  others.  As  I  recall,  the  25- 
cent  rate  was  arbitrarily  increased  40  or  50  cents,  and  if  my  recollec- 
tion is  correct  that  brought  that  up  to  65  cents,  while  for  this  slack 
coal  we  are  paying  60  cents,  but  on  some  of  the  long  hauls  we  are  not 
paying  so  much  relatively. 

Mr.  Miller.  So  that  one  g6es  to  74J  and  the  other  to  60? 

Mr.  Wylie.  The  25-cent  rate  was  for  6  miles,  and  that  went  up  to, 
I  guess  it  was  74^,  but  the  rate  that  Mr.  Fletcher  or  some  other 
gentleman  testified  to  was  that  the  25-cent  rate  and  5-mile  rate  be- 
came a  65-cent  rate,  while  the  soft  coal  slack  rate  became  a  60-cent 
rate. 

Mr.  Miller.  Yes.    That  is  all. 

Mr.  Faxon.  Capt.  Sands  has  a  further  word  to  say  supplemental 
to  his  testimony  this  morning. 

Senator  Kenyon.  I  would  like  to  introduce  this  letter  from  the 
secretary  of  the  railroad  commission  to  Mr.  Wylie  into  the  record. 

(The  letter  referred  to  by  Senator  Kenyon  is  here  printed  in  full, 

as  follows:) 

State  of  Iowa, 
The  Board  of  Railroad  Commissioners, 

Des  Moines,  November  12,  1920, 
Mr.  E.  G.  Wylie, 

Freight  Cowmiasioner, 

Greater  Des  Moines  Committee,  Des  Moines^  Iowa. 

Dear  Sir  :  In  compliance  with  your  request  of  November  6,  please  find  in- 
closed herewith  certificate  covering  coal  rates  in  Iowa  from  May  1,  1913,  to  date. 
Very  truly,  yours, 

Geo.  L.  McCauohan,  Secretary, 
State  of  Iowa. 

Office  of  Board  of  Railroad  Commissioners  of  Iowa: 

I,  George  L.  McCaughan,  secretary  Board  of  Railroad  Commissioners  of  Iowa, 
certify  that  attached  hereto,  marked  **  Exhibit  A,"  is  a  true  copy  of  schedule  of 
rates  on  soft  coal,  lump  and  nut,  and  soft  coal,  pea  and  slack,  effective  Intrastate 
In  Iowa  May  1,  1913,  by  order  of  the  board  of  railroad  commissioners. 

That  attached  hereto  and  marked  "  Exhibit  B  "  Is  a  true  copy  of  schedule  of 
rates  on  soft  coal,  lump  and  nut,  and  soft  coal,  pea  and  slack,  effective  Intrastate 
In  Iowa,  by  order  of  the  United  States  Railroad  Administration,  its  General 
Order  No.  28,  as  shown  by  C,  B.  &  Q.  R.  R.  Co.  tariff  9944C  and  I.  C.  C.  13065. 

That  attached  hereto  and  marked  "  Exhibit  C  "  is  a  true  copy  of  schedule  of 
rates  on  soft  coal,  lump  and  nut,  and  soft  coal,  pea  and  slack,  effective  Septem- 
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ber  1,  1920,  by  order  of  the  board  of  railroad  commissioners  on  Au^nist  17, 
1920. 

In  testimony  whereof,  witness  my  signature  and  the  seal  of  the  commission 
this  12th  day  of  November,  A.  D.  1920. 

[SEAL.]  Gbo.  L.  McGaughan.  Secretary. 

Exhibit  A. 

CoaL 
(In  cents  per  ton  of  2,000  poonds.] 


Miles. 

Softooal. 

Miles. 

SoftOOaL 

Lump  and  nut 

Pea  and  slack. 

Lamp  and  nut. 

Peaandslai^. 

4 

30 

34 

38 

43 

46 

50 

54 

58 

02 

W 

70 

74 

78 

82 

85 

88 

01 

94 

97 
100 
102.5 
103 
104.5 
106 
107.5 
100 
110.5 
112 
113.5 
115 
116.5 
118 
119.5 
121 
122.5 

25 

28 

31 

34 

87 

40 

43 

46 

40 

52 

55 

58 

60 

62 

64 

66 

68 

70 

72 

74 

75.5 

77 

78.5 

80 

81.5 

83 

84.5 

86 

87.5 

80 

90.5 

92 

03.5 

95 

96.5 

180 

134 

125.5 

127 

138.5 

130 

132 

134 

136 

138 

140 

143 

144 

146 

148 

150 

153 

154 

156 

158 

160 

162 

164 

166 

168 

170 

96 

10 

185 

99.5 

15 

190 

101 

» 

ta 

195 

103.5 

300 

104 

30 

35 

1  210 

106 

230 

106 

40              ... 

230 

110 

46                  .  .  .  . 

340 

112 

JSO              

250 

114 

55 

60          

360 

116 

270 

118 

M          

280 

IX 

70 

290 

122 

76 

300 

124 

80 

310 

135 

85 

320 

126 

■go  

330 

127 

-96 

I  340 

128 

100     

350 

129 

106 

360 

130 

110 

370 

131 

115 

380 

132 

lao 

390 

133 

125 

400 

134 

130 

410 

185 

420 

174 

136 

140 

430 

145 

440 

178 

138 

150 

450 

155 

460 

182 

140 

leo 

470 

165 

480 

186 

142 

170 

490 

175 

500 

190 

144 

BXHIBIT  B. 

Coal. 

fin  cents  per  ton  of  2,000  pounds.) 


Miles. 

Soft  coal. 

1 

MUes. 

Softooal. 

Lump  and  nut 

Pea  and  slack. 

Lump  and  nut 

Pea  and  slack. 

5 

60 

60 

70 

80 

80 

90 

90 

90 

100 

100 

110 

110 

110 

130 

130 

130 

140 

140 

140 

150 

150 

60 

60 

60 

60 

70 

80 

80 

80 

80 

90 

90 

90 

100 

100 

100 

100 

100 

110 

110 

110 

110 

no 

150 
150 
150 
150 
150 
160 
160 
160 
160 
160 
160 
160 
170 
170 
170 
170 
170 
170 
•     180 
180 
180 

110 

10 

115 

110 

16 

120 

130 

20 

125 

^ 

35 

130 

30 

135 

120 

35 

140 

130 

40 

145 

130 

46 

150 

130 

50 

155 

140 

55 

160 

140 

60 

165 

140 

65 

170 

140 

70 

175 

140 

75 

180 

140 

80 

185 

140 

86 

190 

150 

90 

105 

150 

96 

300 

ISO 

100 

310 

150 

105 

330 

150 
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Coal — Continued. 


Miles. 

Boitooal. 

1 

Miles. 

SoftOOaL 

Lump  and  nut. 

Pea  and  slack. 

Lump  and  nut 

Pea  and  slack. 

23;) 

180 
180 
*    190 
190 
190 
190 
190 
200 
200 
200 
200 
200 
210 
210 

160 
160 
160 
160 
160 
170 
170 
170 
170 
170 
170 
170 
170 
180 

370 

210 
210 
210 
220 
220 
220 
220 
220 
230 
230 
240 
240 
250 
250 

180 

^0 

380 

180 

260 

390 

180 

260 

400 

180 

270 

410 

180 

280 

420 

180 

290 

430 

180 

300 

440 

180 

310 

450 

190 

320 

460 

190 

330 

470 

190 

340 

480 

190 

^50 

490 

190 

360 

500 

190 

Exhibit  C. 

Coal. 
[In  cents  per  too  of  2,000  pounds.] 


10.. 

15.. 

20.. 
25.. 

30.. 
:35.. 

40.. 

45.. 
.«>.. 
.55.. 

60.. 
•65.. 

70.. 

75.. 
•  80., 

86.. 
J90.. 
'95.. 

100. 
105. 

110. 

115. 

120. 

125. 

130. 
1135. 

140. 

145. 

150. 

155. 

160. 

165. 
J70. 
^175. 


Miles. 


Soft  coal. 


Lump  and  nut. 


81 

86.5 

98.5 

104 

100.6 

115 

120 

125.5 

131 

136  5 

112 

147 

153.5 

158 

175.6 

179.6 

183.5 

187.6 

191  5 

196 

108 

200 

202 

204 

206 

208 

210 

212 

214 

216 

218 

220 

222 

224 

226 


Pea  and  slack. 


74.6 
78.5 
82  5 
86.5 
97 
101.5 


5 

6 

5 

.5 

.5 


5 
5 


105 

109 

113. 

117. 

121 

126  5 

128  5 

131 

133 

136 

139 

142 

144.5 

147 

149 

151 

163 

165  5 

157.5 

269.5 

161.5 

177 

179 

181 

183 

186 

187 

180 

191 


180. 
186. 
190. 
195. 
200. 
210. 
220. 
230. 
240. 
250. 
260. 
270. 
280. 
290. 
300. 
310. 
320. 
330. 
340. 
360. 
360. 
370. 
380. 
390. 
400. 
410. 
420. 
430. 
440. 
460. 
460. 
470. 
480. 
490. 
500. 


MUes. 


Soft  coal. 


Lump  and  nut. 


228 

230 

232 

234 

236.6 

239 

241.6 

244.6 

247 

260 

262.6 

266 

258 

260.5 

263.5 

266 

268.5 

271.6 

274 

277 

279.5 

282 

286 

287.5 

290.6 

296.5 

296.6 

301 

301 

306.6 

306.5 

325.6 

326.6 

331 

331 


Pea  and  slack. 


193 

196 

197 

199 

201 

204 

206.5 

200.6 

212 

214.6 

217.5 

220 

223 

225.5 

228 

229.5 

231 

232 

233.5 

236 

236.5 

237.5 

239 

240.6 

241.6 

244.5 

244.6 

247 

247 

260 

260 

262.6 

252.6 

266 

266 


1176  BECONSTRUCTION   AND  PRODUCTION. 

TESTIMONY  OF  CAPT.  EBWIH  H.  SANDS,  STATE  HOUSING  COM> 

MISSIONEE,  BES  MOINES,  IOWA— Besomed. 

Mr.  Sands.  I  did  not  request  this  further  hearing,  but  Mr.  Miller 
asked  me  to  make  one  or  two  matters  possibly  clearer..  I  thoufi^ht 
I  made  my  statement' this  morning  covering  them,  but  I  will  make 
one  or  two  statements  in  additional  to  what  I  said  this  morning.  If 
I  recall  correctly,  what  he  wanted  me  to  emphasize  was  that  the 
per  cent  of  falling  off  in  new  construction  in  the  State  was — he  asked 
me  to  figure  that  out,  and  I  figured  it  is  about  60  per  cent,  the  actual 
falling  off  of  new  construction  in  the  State. 

The  Chairman.  For  what  period  ? 

Mr.  Sands.  That  is  the  period  of  the  last  five  years. 

The  Chairman.  That  is,  there  is  60  per  cent  less  construction  this 
year  than  there  was  in  1916  or  1914? 

Mr.  Sands.  Yes,  sir;  in  the  State,  as  a  State  proposition.  If  you 
will  recall  the  figures — I  am  not  just  positive  of  the  figures,  but  in 
the  15  cities  alone  we  had — anyway,  it  is  a  very  small  amount  of 
construction  in  the  cities  outside  of  Des  Moines.  We  had  some 
figures  from  Fort  Dodge  and  one  other  city  that  was  offered  in- 
dependently and  I  looked  it  up  in  my  statistics  and  they  agreed,  but 
the  amount  of  building  outside  of  the  Des  Moines  is  practically 
nothing. 

There  has  been,  you  might  say,  no  building  outside  of  Des  Moines. 
What  I  want  to  emphasize  is  the  fact  that  we  have  a  normal  demand: 
that  is,  a  demand  that  takes  care  of  that  housing  that  is  eliminatea 
through  storm  and  fire  and  deterioration  of  various  kinds,  and  Ihen 
what  IS  further  brought  up  is  the  increased  standard  of  houses.  It  is 
very  apparent,  I  thidc,  all  over  the  country.  Then,  there  is  that  nor- 
mal demand  or  increase  through  new  family  units,  the  weddings,  and 
our  building  is  not  beginning  to  take  care  of  that.  Our  normal  build- 
ing under  lavorable  conditions  is  not  taking  care  of  that.  Now,  we 
have  got,  because  of  the  restrictions  during  the  war,  we  have  an  acute 
condition,  and  we  have  clearly,  in  my  judgment,  a  shortage  of  at 
least  35,000  homes  in  the  State.  If  the  normal  building  program 
under  normal  conditions  does  not  take  care  of  the  normal  increase 
and  the  normal  demand,  we  are  up  against  a  state  of  affairs  that  is 
not  only  going  to  not  take  care  of  our  present  shortage  but  is  going- 
to  increase  our  present  shortage. 

That  is  the  thing  I  wanted  to  emphasize. 

The  Chairman.  This  concludes  our  hearing  in  this  city  and  the 
committee  will  now  adjourn. 

(Thereupon  the  committee  adjourned  to  meet  in  Omaha,  Nebr.^ 
at  10  o'clock  a.  m.,  on  Saturday,  November  13,  1920.) 

o 


